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What the Audit Recommendations Status Report Is All About

The State Auditor’s Office Audit Recommendations Status Report
contains information reported by state agencies regarding their
progress in implementing significant SAO audit recommendations.
Most recommendations in this report were issued on or after
September 1, 1997. Information is reported “as of” June 30 and
December 31.

Every six months, the State Auditor's Office requests that agencies
submit updated information on the implementation status of
significant recommendations. The SAO compiles the information into
this report.

Brief descriptions of the information in this report are listed below:

e Report Name and Number — Recommendations per agency are
organized in order according to the report in which they appeared.

e Finding — A very brief version of the reported finding is included.
Finding numbers are for reference purposes within this report. They
do not necessarily correspond to numbering within the published
reports. An Overall Status is listed as a summary for all
recommendations contained in one finding. See Status Reported
by Agency below for more information.

e Recommendation - Significant recommendations for each finding
are listed. Agencies report stafus for each recommendation listed.

o Status Reported by Agency — Agencies report one of the following
status categories for each recommendation:

- Implemented

- Partially Implemented

- Factors Delay Implementation

- No Action Taken

- Do No Plan to Take Corrective Action
- Ofther

In addition, agencies provide brief explanations for the status
category identified for the recommendation.

e |Implementation History — When applicable, previously reported
progress toward implementing a recommendation is included.




What the Audit Recommendations Status Report Is All About

e Target Date — Agencies report the current date planned for full
implementation of each recommendation.

e Contact - The agency identifies the person who can provide
additional information about a particular recommendation.

o Veiified by — Agencies indicafe if implemented recommendations
have been verified by an independent source such as an internal
auditor.

e Management's Response from Original Report — A synopsis of
agency management’s response to the published
recommendation.
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Agency No, 303
Generail Services Commission

An Audit Report on Management Controls at the General Services Comimission
SAQ Report No, 97-080, August, 1997

Finding 1:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Fallure fo conrect long-standing problems indicates ineffective oversight and a lack of accountability.

Recommendation Status Reported by Agency
Develop a clear chain of Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98
agencywide
accountability for The Agency has developed an accountabllity policy. The policy requires
improvements. every employee to have o detailed job descripfion and list of job

responsibilities on file. A Icrge percenfage of the Agency's employees have
tailor-made job descriptions that have been discussed and agreed upon.
However, there are a couple of divisions within the Agency that have
recently been reorganized or restructured. Employees offected by the
above changes may not have tallor-made job descriptions developed by
June 30, 1998, In addition, there are key positions within some divisions that
are vacant. Specific job responsibilifies will be outlined, discussed, and
agreed upon once the positions are filled.

The policy dlso requlres each level of management 10 review applicable
statutes, rules, policies, and procedures with their staff, In addition, the policy
established guidelines for disciplinary actions for non-performance of job
responsibilities or violations of statutes. rules, policies or procedures.

Employees have reviewed Title 10, as it applies to their program, intemal
policies, and the Agency’s handbook. The Agency's Operating Policies and
Procedures have not been reviewed becouse they are being edited by all
manageral stoff, Executive management is using software provided by the
needs analysis consultant to solicit input from staff before the policies are fully
adopted. During mid-June, employees were able 1o communicate, via
computer, thelr suggestions and recommendations on the policles. More
employee buy-in and thus policy compliance is expected as a result of this
action.

implementation Histery
Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date : 6/30/98

Executive management has developed and is implementing an agency-
wide system to improve accountabillity within the Agency. The system
includes five fiers made up of the associate deputles, division directors,
program directors, program managers, and supervisors. Each tier of
management job respongibilities will be specifically outlined. Executive
management will work with the Human Resources Division and the Legail
Division to ensure actions taken for noncompliance are equitable throughout
the Agency.

STATE AUDITOR'S OFFICE

AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998
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Agency No, 303
General Services Commission

Finding 1: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Failure to comrect long-standing problems indicates ineffective oversight and a lack of accountabllity.

Recommendadtion Status Reported by Agency
Develop a clear chain of Status as of 6/30/98: IMPLEMENTED
agencywide
accountability for The Agency paricipated In the 1998-1999 U.T, School of Social Work Survey
improvements. of Organizational Excellence. The survey pefiod was from January 13
Continued through March 15, 1998, The Agency had a response rate of 56%. The survey

results were available in May and shared with staff members at the "All Staff
Seminars.” The Agency also devoted a large part of its June newsletter to
answering questions asked during the seminars.

The Agency will be conducting seven focus groups on August 4th, 5th, and
6th, to receive additional feedback from staff on the survey results. The focus
groups will be facilitated by the U.T. School of Social Work and the vendor
(Spectrum) conducting the Agency's needs analysis.

The focus group's recommendations will be shared with stoff at the next "All
Staff Seminars,” which are scheduled for the end of August. The Agency
intends o use survey resulls, information obtained from the focus groups, and
recommendations from the needs analysis 10 develop an implementation
plan. G3C expects to start plan implementation by September 1998,

1mpl tation Hist
Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 4/1/98

The Agency has asked the UT-Austin School of Social Work to conduct an
organizational survey. The survey was confidentially mailed to each
employee of the Agency. We anticipate results from the sutvey by April 1,
1998.

Contact: Jerry Williams, Associate Deputy

Assign responsibility for Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98
implementing changes.
Job Descriptions: The Agency has developed a standardized format to use
when identifving an employee's essential functions and job responsibilities. A
majority of the divisions will have developed tailor-made job descriptions by
June 30, 1998. However, due o some recent restructuring. some divisions will
not be able to meet the June 30th deadline. For example, as a part of
restructuring one division, employees assumed new roles and in some cases
key managerial postfions were created. Job descriptions for the newly
created positions will be completed os soon as the positions are filled.

Performance Evaluations: The Agency is emphasizing the necessity 1o have
up-to-date performance evaluations for all empioyees. The Human
Resources Division has developed an improved system to frack the status of
perfornance evaluations. The system sends out notices idenfifying due
dates and reminders when evaluations become delinquent. Each
management level employee has the responsibliity for monitoring
evaluations and ensuring all are complied in a timely manner,

STATE AUDITOR'S OFFICE
AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998
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Agency No. 303
General Services Commission

Finding 1: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED
Fallure fo correct long-standing problems indicates ineffective oversight and a lack of accountability.
Recommendation Status Reported by Agency
\mpl iation Hist
Status as of 12/31/97. PARTIALLY IMPLEMENTED Target Date: 6/30/98

By June 30, 1998, tallor-made job descriptions and up-to-date performance
evaluations will be on file for employees throughout the Agency.
Appropriate levels of management will be held responsible for ensuring
compliance with applicable rules, statues, internal policies, efc.

Contact: Jerry Williams, Associate Deputy

Hold responsible individuals | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98
accountable.
As previously stated, the Agency has developed a standardized format 1o
use when identifying an employee’s essential functions and job
responsibifities. A majority of the divisions will have developed ailor-made
job descriptions by June 30, 1998. However, due 1o some recent
reorganizations, sorne divisions wili not be able to meet the June 30ih
deadline.

impl tation Hist
Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 6/30/98

By June 30, 1998, ecach employee will have a signed document on file
evidencing that they understand thelr roles and responsibilities.

Contact: Jerry Williams, Associate Deputy

Man nt's B ingl R

e Process for assessing root causes was initiated.
«  Strategies for implemeniing a system of management controls will be developed and pricrifized.
¢ internal and external audit reports will be used 1o identify problems.

STATE AUDITORS OFFICE
AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998
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Agency No. 303
General Services Commission

Finding 2:

Overall Stailus as of 6/30/98: PARTIALLY IMPLEMENTED

Operations routinely violate statue, policy. and sound business practice.

Recommendation

Status Reported by Agency

Emphasize to all employees
the importance of
adhering to statutory
requirements and policies.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98

The Agency heid an "All Staff Seminar in January 1998 and in Aprll 1998, The
way in which the Agency has operated in the post and will operate in the
future was discussed during those sessions.

The Agency has also developed on accountability policy. However, as

previously stated, the policy has not been fully implemented by all divisions
within the Agency.

impl \ation Hist
Status as of 12/31/¢7: PARTIALLY IMPLEMENTED Target Date: 1/1/98
On January 21,22, 1998, sxecutive management will hold an "All Staff
Seminar to discuss management’s vision for the Agency. The Agency's
culture and operating style will aiso be addressed. An accountabilify policy
will be developed aond implemented by 1/1/98.

Contact: Tom Treadway, Executive Director, and Executive Staff

Establish monitoring and
enforcement procedures
that would detect or
prevent noncompliance.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98

Some divisions have identified magjor complionce and/or criticat areos.
However, the criteria used to determine what constitutes "critical” is not
standardized across all Agency divisions. In the absence of this criteria,
Division Directors are submitting bi-weekly activity reports to their Associate
Deputy Director.

mel tation Hist
Stotus as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 3/31/98

The Associate Deputies are scheduled fo meet with Division Directors under
their authority. Each director will be responsible for identifying the ¢ritical
areas within their division. Division Directors will also be reqguired to develop
internal procedures for monitoring the critical areas. Perlodic monitoring will
be performed on the critical arecs. Noncompliance and compliance will be
reported 1o the appropriate deputy on a schematic basis not yet
determined.

Contact: Jerry Williams, Associate Deputy

STATE AUDITOR'S OFFICE

AUDIT RECOMMENDATICNS STATUS REPORT AS OF JUNE 30, 1998

PAGE 4




Agency No. 303
General Services Commission

Finding 2:

Overall Status as of 6/30/98; PARTIALLY IMPLEMENTED

Operations routinely violate statue, policy, and sound business practice.

Recommendation

Status Reported by Agency

Address specific issues
related to procurement of
goods and services,

Address specific issues
related to purchases of raw
iond. evaluation of rates
and fees, disposal of surplus
property, and merit raises,

Status as of 6/30/98: IMPLEMENTED

A GSC Policy/Procedure for the Purchase of Raw Land was developed and
implemented in November 1997. The policy/procedure delineates the
process that must be followed when acguirng land either for GSC or for
another state agency. The policy/procedure was utilized in the successful
acquisition of land in Houston for the Department of Public Safety. 1t is also
being utilized in the acaquisition of a number of other parcels of land for DPS.

Impl tation Hist
Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 2/28/98
The Agency developed and implemented a policy related to the

procuremnent of raw land. Deiall RFP procedures related to raw land will be
developed by 2/98.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Targst Date: 8/1/98

The Texas State Disposal Survey is completed. The survey included festing
various disposal methods. The Federal Surplus Division has submitted
recommendations to executive management. Several of the
recommendations will require legislative changes.

\mol tattion. Hist
Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 8/1/98

The Agency developed and distributed a state surplus property disposal
survey to other states. The results of the report are in draft form but indicate
that an auction is a very good method of disposing of property no longer
needed by governmental entifies. The survey also indicated the use of
sedled bids can be effective in cases where transportation and siorage cost
would neutralize the benefits of other methods of final disposal. The agency
continues to study the issue. The chonges being considered may require
legislative changes.

Contact: Carl Mulien, Deputy Executive Director

8!

riging’

Management provided a five point-action plan fo address issues related 1o procurement, construction
services, and raw land. Managernent provided procedures to ensure rates and fees were evaluated.
Management committed to identifying and evaluation other optlons for property in fiscal year 1998, The
Human Resources Office implemented new procedures for merit increase and reclassifications.

STATE AUDITOR'S OFFICE

AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1996
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Agency No. 303
General Services Commission

Finding 3-B:

Qverall Status as of 6/30/986: PARTIALLY IMPLEMENTED

Management has not established a consistent methodology for some procurement and pricing decisions.

Recommendation

Status Reported by Agency

Enhance expertise In
crucial methodologies (ke
rate setting and cost
benefit analysis) by
acquiring expertise in-
house or contracting out
for services.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/2/98
The Agency developed a valid and consistent methodology for buy versus
build versus lease in May 1998, The City of Austin's Real Estate Division has
agreed 1o perform a third party review of the methodelogy. The City of
Austin's review is expected 1o be completed by July 2, 1998

implementation History
Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 6/1/98

By 6/1/98 the Agency will have a valid and consistent methodology for buy
versus bulld versus lease decisions.

By ¢/1/98, management will establish o valid and consistent methodoiogy for buy versus build lease.

Finding 3-C: Qverall Status as of 6/30/98: PARTIALLY IMPLEMENTED
Inforrmation systems do not provide adeguate and timely information nesded to monitor agency
performance.

Recommendation Status Reported by Agency

Perform a comprehensive
needs analysis to identify
what information is
currently available and the
level of redundancies that
exist in the current
information system.

Status as of 6/30/98: PARTIALLY MPLEMENTED Target Date: 9/4/98
The contract of the Agency’s needs analysis was awarded on May 12, 1998,

The vendor receiving the award was Spectrum, Inc. The first deliverable will

be provided on June 30, 1998.

Because of the delay in awarding the contract, the needs analysis will not be
completed by June 1998, as initially expected. Instead, the projected
completion date will be in September 1998,

el ttion Hist

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 6/30/98
A Reguest for Proposal (RFP) was published in the December 29, 1997, issue
of the Texas Register. Twenty-flve packets were malled to potential bidders.
Responses 1o the RFP are due January 29, 1998. Evaluations of the responses
1o the RFP are due January 29, 1998. An evaluation of the responses will be
completed by February 14, 1998, Prior {o evaluating the responses, training
on how 1o evaluate the responses will be submitted 1o the Executive Director
by February 23, 1998. We anficipate the contract will be awarded by March
1, 1998, with completed results by June 1998.

STATE AUDITOR'S OFFICE

AUDIT RECOMMENDATIONG STATUS REPORT AS OF JUNE 30. 1998
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Agency No. 303
General Services Commission

Finding 3-C:

Overall Status as of 5/30/98: PARTIALLY IMPLEMENTED
Information systems do not provide adequate and timely information needed 1o monitor agency
performrmance.
Recommendation Status Reported by Agency
Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/15/98

The efficiency procedures have been developed and are under review by
Executive Management.

implementation History:
Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 3/1/98

The needs analysks, the processes, and procedurss to improve information
management are being reviewed

Contact: Donna Cordes, Information Resources

projects.

M Fs P om Origingl P "
Needs Anclysis will be complete by 3/1/98.

Information Resources Steering Commiftee will use results to leverage availability of information o prioritize

Committee will develop long-term goals, with management concurrence, by 11/1/97,

By 3/1/98, processes and procedures to improve information management will be in place.

STATE AUDITOR'S OFFICE

AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998
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Agency No. 303
General Services Commission

Finding 4-A: Overall Status as of 6/30/98; PARTIALLY IMPLEMENTED

Recent efforts 1o improve project management of construction with architect/engineer services should be
enhanced,

Recommendation Status Reported by Agency
Ensure all prior intemal Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98
audit recommendations
are implemented. The Office of Internci Audit completed follow-up audits on previously audited

programs (since 1995). Sixty-two percent of prior intemal audit
recommendations have been fully implementad.

imp tation Hist
Status as of 12/31/97: PARTIALLY IMPLEMENTED Taiget Date: 6/30/98
Recommendations made in pricr internal audit reports are currently being

implemented, Justifications will be provided for recommendation not
implemented.

Contfact: Jery Wiliams and Melda Benavidez, Associate Deputies

M 5P om Oriaingl Peport-

By 11/1/97. review of audit recommaendations will be completed. Volid and feasible recommendations will
be implemented in two phases. Periodic reviews of project management activities will be fully
implemented by 1/1/98. Written customers service feedback instrument for construction will be
implemented by 10/1/97.

STATE AUDITOR'S OFFICE
AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998
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Agency No. 303
General Services Commission

Finding 4-B:

Ovaerall Status as of 6/30/98: IMPLEMENTED

Lack of vendor performance guidelines has dllowed the agency o continue doing business with poorly

performing vendors.

Recommendation

Status Reported by Agency

Develop/implement an
automated system on
vendor's past performance
for GSC external agencies.

Status as of 6/30/98: IMPLEMENTED

Policies have been developed, authority to fill two newly created positions
has been granted by executive management, job descriptions have been
developed, and the Facilities Planning and Space Management Program is
in the process of identifying available space. A section entitled “Vendor
Management® has been included as a topic in the new procurement
fraining program. In addition, the new form for reporting on vendor
performance has been developed and was issued with the 1998 State of
Texas Procurement Manual.

impi tation Hist
Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 3/31/98
An infemal committee continues to meet on a weekly basis o address issues
that may surface as a result of implementing the Vendor Performance and
Debarment Program. The commitiee anticipates the Program will be
operational by March 31, 1998,

Contact: Rolando Fabrega, Business Services

nt’ nse fi

Policies and procedures for addressing compicaints against vendors will be developed by 3/1/98.

STATE AUDITOR'S OFFICE

AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30. 1998
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Agency No. 303
General Services Commiission

Petroleum Violation Escrow Funds Contract Administration Audif
SAO Report No. 98-014, January 1998

Finding 1:

Qverall Status as of 6/30/98: FACTORS DELAY IMPLEMENYATION

The LoanSTAR Revolving Loan Program lacks the abillty to track, forecast, and anclyze the financial
operations of the LoanSTAR Revolving Loan Program.

Recommendaiion

Status Reported by Agency

Develop a consistent fiscal
management
methodology and perform
a regular analysis of
program operations.

Status as of 5/30/98: FACTORS DELAY IMPLEMENTATION
Target Date: 9/4/98

SECO performs a monthly analysis to calculate the value of the LoanSTAR
Program. In addition, the program Is in the process of developing a principal
and interest LoanSTAR database that will be updated quartetly.

SECO continues to investigate methods to more precisely forecast and
analyze loan receivables. The Program Is looking af revising the definition of
administrative costs and identifying ways to effectively monifor current
interest rates available for energy retrofit financing.

In addition, the vendor conducting the Agency's needs andlysis (Spectrum) is
scheduled to provide an assessment of SECQO's fiscal management system,
including the LoanSTAR Program. The Agency's needs analysis will be
completed in September 1998. Since Spectrum will provide SECO with
recommendations to improve overall operations, the audit
recommendations may not be implemented until September 1998,

identify the data necessary
and develop a system to
frack information to be
used in the ongoing
analysis of the fund.

Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION Target Date: 9/4/98

SECO will look to Spectrum, Inc., fo provide guidance in developing a system
to frack information needed for an ongoing analysis of the LoanSTAR
Program. If Spectrum does not perform an in-depth analysis of the SECO
program, SECO s prepared to bring a consultant on board to design a data
integration system. We should be able to meet the September 1998
deadiine if sufficient information is provided by Spechum.

ment e

icin

To strengthen the management of LoanSTAR, we will develop methodologies to effectively forecast inferest
income generated by executed loans, identify appropriate benchmarks for goverming the LoanSTAR
interest rate, and monitor and evaluate program administrative costs. Management will also examine
other successful energy-related loon programs which have been developed in the state. Should be
developed and implemented by June 30, 1998.

SECO will be included in the General Services Commission’s needs analysls scheduled for completion in
May 1998, Since assessment is agency wide, the amount of time allowed to SECQO's LoanSTAR Program will
be limited. If the scope of the agency’s needs andlysis is not sufficient in identifying an appropriate
information tracking system for the LoanSTAR Program, SECO will issue a complernentary Request for
Proposals to select a contractor fo design an enhanced daia integration system for the program.

STATE AUDITOR'S OFFICE

AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30. 1998
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Agency No. 303
General Services Commission

Finding 2:

Overall Status s of 6/30/98: IMPLEMENTED

Contract administration practices do not ensure that the funds are used for the best purposes.

Recommendation Status Reported by Agency
SECO should enhance its Status as of 6/30/98: IMPLEMENTED
contract administration
practices by better Policles and procedures for evaluating proposals solicited through the Texas
defining criteria for the Register postings have been developed. The procedures identify criterla for:
selection of contractosto | e Selscting members of the proposal evaiuation committes,
ensure that program s Establishing a review and approval process for proposal selection

objectives are met.

criteria, including assignment of weights,

s Ensuring that each proposal evaluator receives a thorough orientation
on the services requested in the solichtation and the program requesting
service, and

e Establishing a process which will enstire accuracy in compiling
evaluation scores.

SECO should improve #ts
conhact administration
practices by developing a
risk assessment process fo
use in moniforing its
contractors 1o provide the
most effective monitoring
functions given limited
resources.

Status as of 6/30/98. IMPLEMENTED

SECO's Risk Assessment and Monitoring Procedures have been developed.
Staff training in using the risk assessment instrument is scheduled for early July
1998. Models provided by the Criminal Justice Division of the Govemnor's
Office and the Office of the Attomey General proved useful in developing
the SECO procedures.

SECO should enhance iis
confract administration
practices by taking
cormactive actions when
problems are identified to
ensure accountability with
program requirermnents.

Status as of 6/30/98: IMPLEMENTED

The second saction of SECO's Risk Assessment and Monitoring Procedures
outlines a process to ensure that program administrators are held
accountable for faking steps fo resolve contract compliance issues that are
identified by SECO moniforing confractors. in a timely manner.

Maonogement’s Response from Qrigingl Report:

» Management will establish a policy and expanded procedures 1o ensure that contractor selection is
improved from the initial selection of the proposal evaluation team through final documentation of
contractor selection. Written policy and procedures will be in place by January 30, 1998.

+ Management agrees that developing an effective risk assessment process for confract monitoring wil
ensure that major SECO contracts and potentially high-fisk contracts are monitored appropriately.
SECO will have the risk assessment instrument in place by February 27, 1998,

« Management recognizes the need and will develop policies and procedures, atong with checklists
and forms to document actions taken by February 27, 1698.

STATE AUDITCR'S OFFICE

AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998
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Agency No. 304
Comptroller of Public Accounts

A Review of the Integrated Statewide Administrative System
SAC Report No. 98-008, December 1997

Finding 1: Overall Status as of 6/30/98; PARTIALLY IMPLEMENTED

No agency has initiated partnership opportunities for ISAS. Neither the Compiroller’s office nor the
Department of Information Resources has Investigated the feasibility of or performed a cost-benefit analysis
of a service bureau.

Recommendation Status Reporied by Agency

The Comptroller's Office Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98
shouid facilitate the review
and analysis of stalewide

cost savings available from

interagency cooperation
such as a central service
bureau.

Both the Compiroller and DIR would be willing fo help facifitate cooperative agreemenis between

interested agencies o pool their resources and dsevelop a client/server environment In which they share
cwniership.

DIR and the Comptrolier would also be willing fo help inferested agencies develop a confract with o facility
management vendor pravide services.

Finding 2: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

An agreement between the Comptroller’s Office and user agencies has not yet been reached regarding
ongoing support of ISAS on computer platforms other than that of the Comptroller’s Office.

Recommendation Status Reported by Agency

The Comptroller’s Office Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/1/98
should continue to work
with ogencles fo defermmine
its roles and responsibilities
regarding ISAS support.

Roles and responsibilities Status s of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/1/98
should be clearly
documented in the Memo
of Understanding between
the Comptrolier's Office
and user agencies.

IMPLEMENTATION STATUS OF
STATE AUDITOR'S RECOMMENDATIONS AS OF JUNE 30. 1998
PAGE 12




Agency No. 304
Compitrolier of Public Accounts

Finding 2:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

An agreement beiween the Compiroller's Office and user agencies has not yet been reached regarding
ongoing support of ISAS on computer platforms other than that of the Comptrolier’s Office.

Recommendation

[ Status Reporied by Agency

Maonaggement’s Response from Qriginal Report:

The Compirolier has reached an agreement with the agencies.

The Cornptroiler's Office is currently finalizing the Memo of Understanding that will be made available to alf
agencies inferested in licensing the PeopleSoft Financials product by December 10, 1997

IMPLEMENTATION STATUS CF
STATE AUDITOR'S RECOMMENDATIONS AS OF JUNE 30, 1998
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Agency No. 304
Compiroller of Public Accounts

Finding 3: Overall Status as of 6/30/98: IMPLEMENTED

A formal plan to assist in @ smooth transition from vendor support of ISAS fo maintenance by the
Comptroller’s Office has not been devsloped,

Recommendation Staius Reported by Agency
The Compiroller's Office Status as of 6/30/98: IMPLEMENTED as of 2/28/96
should document and

requlre sign-off from the Verifled by Intemal Audit on 6/16/98.
vendor on a transition plan.
The plan should Include:
determination of
documentation standards.,
the number of Comptroller
staff members needed for
maintenance, knowledge
and skills needed, training
needs, duration of vendlor
support during the
transition, vendor skills
needed for fransition, and
procedure for
maintenance staff.

. : .
.

Negotiations are currently underway between the Compfroller and the subcontractor for the ISAS
modifications. Uriresolved issues will be escalated to PeopleSoft, who Is the primory contractor. The ifems
recommendled by the State Auditor have been Included as deliverables for the transition document.,

IMPLEMENTATION STATUS OF
STATE AUDITOR'S RECOMMENDATIONS AS OF JUNE 30, 1998
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Agency No. 312
State Securities Board

1998 Small Agency Management Conirol Audit, Stafe Securities Board
SAO Report No. 98-035, April 1998

Finding 1:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Formalize administrative procedures

Recommendation

Status Reperted by Agency

Formalize the
administrative procedures
for key areas of operations.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98

The Board has begun 1o expand ifs formal procedures.

The Board has begun fo expand the formal procedures and will continue that effort during 1998.

Finding 2-A;

Overdli Stalus as of 6/30/98: PARTIALLY IMPLEMENTED

improve disaster recovery plan for local area network (LAN).

Recommendation

Status Reported by Agency

The Board should enhance
its formal disaster recovery
plan to comply with
guiclelines from the
Department of information
Resources to ensure that it
can operate effectively in
case its primary LAN files
are destroyed.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98

The Board has prioritized a list of essential functions for the disaster recovery
plan.

Managgement’s Response from Qrgingl Report:

The Board has begun to review the disaster recovery pian and will make appropriate adjustments by

December 31, 1998,

STATE AUDITOR'S OFFICE

AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30. 1998
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Agency No. 312
State Securities Board

Finding 2-B:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Provide operational information to the governing board on a reguiar basis

Recommendation Status Reported by Agency
The goveming board Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98
members and executive

staff identify beneficial
operational information
that governing board
members should be
provided on a regular
basis. Executive staff
should ensure that each
goveming board member
receives it on a timely basis.

The Commissioner has formally requested the goveming board identify the
adequacy and timeliness of operational and fingnciol reports.

4]

iging!

Staf will work with the governingbBoard mermbers o identify any information that the members feel would
be beneficial as periodic supplements to the regular exception reports, ond responses to specific requests
for information that they currently receive.

Finding 3-A:

Overalt Status as of 6/30/98: IMPLEMENTED

Improve documentation of the employee selection process

Recommendation

Status Reported by Agency

Document and maintain ail
aspects of the hiring
process, including the job
posting, ctiteria tor
selection. alist of
applicants, g list of
applicants interviewed,
and the reasons supporting
the individual candidate
selected.

Status as of 6/30/98: IMPLEMENTED

The Board has revised its policies relating to the documentation of the hiring
process.

The Board should verify
employee references.

Status as of 6/30/98: IMPLEMENTED

The Board now requires verfication of employee references.

M . from Origing! ff:

The Board will review the hiring process angd make appropriate adjustments by December 31, 1998,

STATE AUDITORS OFFICE

AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998
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Agency No. 312
State Securities Board

Finding 3-B:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Strengthen the performance appraisal system

Recommendation

Status Reported by Agency

The govemning board
should perform an annual
formal petformance
appraisal of the
Commissioner.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98

The Goveming board conducted o performance appraisal of the
Commissioner at its July board meeting.

The Board shouid develop
a performance appralsal
form that is objective and
has measurable and job-
specific performance
dimensions. In addition,
exampies should be
provided so that the
appraisal process is fair and
congsistently applied,

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98

The Board plans fo modsel the formal performance appraisal systermn upon the
form developed for reviewing the Commissioner,

Vi SR from Qriginal Report:

The goveming board will review the Boord's performance appraisal process and make appropriate
adjustiments by December 31, 1998.

STATE AUDITOR'S OFFICE

AUDIT RECOMMENDATONS STATUS REPORT AS OF JUNE 30, 1998
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Agency No. 320
Texas Workforce Commission

An Audit Report on Performance Measures at 26 State Agencies
SAQ Report No. 97-077, August 1997

Finding 1: Ovaerall Status as of 6/30/98: IMPLEMENTED

Adequate source documentation was not available for selecting and testing on three key maasures:

»  Number of individuals in JOBS program entering ernployment (formally
under Texas Education Commission) This Is the only measure of the ®

s Number of children served through child care services: JOBS (under <& three that remains a Key
Texas Department of Human Services) Measure for TWC in FY 97.

o Number of children served through child care services for low-income eligible

Recommendation Status Reported by Agency

Maintain wiitten Status as of 6/30/98: IMPLEMENTED s of 2/28/98
procedures conceming the
flow of information from the | State Auditor's recommendation has been implemented by TWC's Planning
DHS to the final reporting staif that report performonce measures 1o ABEST. Meosures documentation is
number in ABEST, being maintained according fo standards in the SAC's Guide to
Performance Measurement, This process was completed on February 28,
1998,

1mo! ation Hist
Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 1/31/98

TWC has moved forward with the State Auditor's recommendations by
rsorganizing reporting functions within the agency. TWC established a
Planning Department within the Budget and Planning Department that
oversees reporting performance measures 16 ABEST. With guidance and
assistance from its Internal Audit Department, Planning Department staff
have begun building documentation for all TWC measures according to
standards set forth in the Guide to Performance Measurement issued by the
State Auditor's Office in 1995,  This process should be complete by January
31. 1998, In addition fo these efforts, TWC has established a Monitoring and
Fiscal Services Department within the Finance Division that will assist in
verifying compliance with reporting standards through ifs Program Monitoring
Department.

Contact: Fran Car. Infemal Auditor

Maintain information on Status as of 6/30/98: IMPLEMENTED as of 2/28/98
how the calculation was
performed. Measures calculation worksheets are being maintained in Performance
Measure Workbooks maintained by each measure reporting person.

Contact: Fran Carr, Intemal Audifor

Establish controls over the Status as of 6/30/98: IMPLEMENTED as of 2/28/98
calculation of the meagsure.
TWC's Pianning staff has completed a review of calculation methodologies
used fo calculate ot TWC Key Measures,

Contact: Fran Carr, internal Audifor

STATE AUDITOR'S OFFICE
AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998
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Agency No. 320
Texas Workforce Commission

Finding 1: Gverali Status as of 6/30/98: IMPLEMENTED

Adequate source documentation was not avallable for selecting and testing on three key measures:
e Number of individuais in JOBS program enterning employment (formolly
under Texas Education Commission) This Is the only measure of the

»  Number of chilcren served through child care services: JOBS (under d——— three that remains a Key
Texas Department of Human Services) Measure for TWC in FY 97,

*  Number of children served through chiid care services for low-income eligible

Recommendation | Status Reported by Agency

We have already begun developing and implementing procedures and controls for reporting off LBB
measures in ABEST, development of guldelines on the method of caiculating measures review procedures
to determnine the accuracy of onginal data as reporfed.

STATE AUDITOR'S OFFICE
AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30. 1998
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Agency No. 320
Texas Workforce Commission

Texas Workforce Commission - Evaluating the Effectiveness of Internal Audit
SA0 Report No, 97-353 , June 1997

Finding 1:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Internal audit function is not effectively assisting management.

Recommendation

Status Reported by Agency

Improve complionce with
standards, maintain current
goals and objectives, and
measure the quality of
audits.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:

Internal Audit's goals and objectives have been updated to Incorporate the
godls and strategies of the Commmission. Some performance measures have
been developed; however, they are not complete.

impl \ation Hist

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date:

Internal Audit’s goals and objectives are being updated in conjunction with
the development of the Strategic Plan to reflect the new responsibilities of
the Commission. In addition, internal perfformance measures are being
developed for the depariment,

Improve follow-up
procedures by requiring
auditees to commit to fime
frames for corrective
action.

Status as of 6/30/98: IMPLEMENTED

New follow-up policy has been adopted which requires auditees to provide
a time frame for corrective action. It also requlres timely follow-up by infermnail
audit.

|mpl tattion Hist

Status as of 12/31/97: PARTIALLY IMPLEMENTED  Target Date: 2/98

internal Audit is In the process of revising its infemnal Audit Manual, which
includes procedures for evaluating management’s responses to qudit
findings. These procedures will include a requirement that all audifees
commit 1o a reasonable time pericd for implementing cotrective action, All
projects that include procedures 1o follow-up on prior audit findings will
commence within six months of the prior audit findings report date. This will
ensure a more timely assessment of the status of outstanding implementation
plans.

Status reports 1o the Commissioners and Executive management will include
the original date and current status of pending recommendations. These
communications will provide Commission leadership with the information
necessary fo ensure that prior qudit findings are addressed and risk 1o the
commission is minimized.

STATE AUDITOR'S OFFICE

AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998
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Agency No. 320
Texas Workforce Commission

Finding 1: Overail Status as of 6/30/98: PARTIALLY IMPLEMENTED
intermnal audit function is not effectively assisting management.
Rocommendation | Status Reporied by Agency
| Management’s Response from Qriginal Report:

(12/96-1/97) - Panel report on changes to audit methods and systems.
(1/97-2/97) - Develop implementation plan

(2/97) - Have SAQ review plan

(3/97) - integrate SAQ’s comments into plan

(4797} - Have Commission approve plan and /A implement it.

*® & o & @
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Agency No. 320
Texas Workforce Commission

Limited Program Effectiveness Audit of the Texas Workforce Commission's

Communities in Schools Program
SAO Report No. 98-310, December 1997

Finding 1: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED
Program Effectiveness Performance Measures over the Communities in Schools Program are not accurate
and rellable.

Recommendation Status Reported by Agency

Impiement regular testing
of data accuracy by
comparing source
documentation against
data entered into the
CISCMS database

Status as of 6/30/98; PARTIALLY IMPLEMENTED Target Date: 9/1/98

An “Information Technology Acquisition Request” was submitted to
Information Resources Planning and Procurement fo procure external
software developers. This request stafed that an experienced lead
programmer would be needed by February 23, 1998 and another
programmer would be needed by March 1, 1998 to complete the project on
schedule, On March 20, 1698, TWC awarded a contract to an external
software developer to develop the new CISCMS application. The external
developers began work on the project on March 24, 1998,

According to TWC Application, Development, and Maintenance (AD&M)
staff, the cost of the project is not to exceed $118.450.00.

An inftial assessment of data elements needed for the new CISCMS
application has been developed. Per CIS State Office personnel, this is an
ongoing process coinciding with the developrment of the new CISCMS
application.

Simpilify service codes to
capture information that is
useful to the state office or
necessary for national and
state reports

Status as of 4/30/98: IMPLEMENTED

Develop monthly reports
for the internal measures at
the state level including
separaie reports for each
local CIS provider

Status as of 6/30/98: IMPLEMENTED

Communicate the results of
perforrnance meqsure
reports to upper
management and dil local
CIS providers

Status as of 6/30/98: PARTIALLY IMPLEMENTED

Provide training to local CIS
entities on the proper
coding of the studient
intake forms

Status as of 6/30/98: IMPLEMENTED

STATE AUDITOR'S OFFICE
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Agency No. 320
Texas Workforce Commission

Finding 1: Ovaerall Status as of §/30/98: PARTIALLY [MPLEMENTED

Program Effectiveness Performance Measures over the Communities in Schools Program are not accurate
and relicble,

Recommendation Status Reporied by Agency
Review controls over and Status as of 6/30/98: IMPLEMENTED
verify performance

information during local CIS
monitoring visifs

Develop, document, and Status as of 6/30/98: NO ACTION TAKEN Target Date: 7/30/98
mplernent a disaster
recovery plon Will address at the appropriate fime

Management concurs. The CIS State Office hired a qualified CISCMS Specialist o manage and coordinate
data assocciated with CIS performance measures. The following CISCMS actlons planned for
implementation during FY 1998 should address the accuracy of data issue.

Develop a new CISCMS application o better capture program dafa.

Detemmnine the data needed o assure accurcte and relioble pefformance measurement.

Revise the data collection forms and the CISCMS codes to conform fo the CI5 service model. Wil providie
more complete, accurate and consistent data to the State Office.

Develop Quality Assurance Reporis for the CIS State Office to send to the local programs for corrective
action.

Develop Qudlity Assurance Reports for the CIS Local Office to corect problematic data before submission
to the State Office.

Develop a process fo insure local programs timely submit data to the State Office. Assess oppropricteness
of deadlines and determine causes of restrictions in the flow of information 1o provide means for
improvement.

Develop a year-end evaluaiion report for the 1996-1967 program year.

Update the CISCMS Users Manual to reflect changes to the CISCMS codes and forms.

Implement training of local CIS program staff on the use of the new CISCMS forms, code revisions and
application.

Develop o disaster recovery program for CISCMS data stored at the State Office.

Devslop standardized reporting formats to be distributed to the local CIS programs.

Develop an sfficient archival and retrieval data warehousing process for program dota.

The CISCMS Speciaiist will develop a Technical Support Management System.

STATE AUDITOR'S OFFICE
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Agency No. 320
Texas Workforce Commission

Finding 2 Qverall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Performance measures roported to the Legisiative Budget Board (LBB) are not accurate and reliable.

Recommendation Status Reported by Agency

The Commission should Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:
ensure the performance
reasure data reporfedto | The actions noted for the first finding will resolve the accuracy issue with the
the LBB is complete, data reported to the LBB.

accurate, and reliable.
Since the CISCMS
database is the source for
the results reported to the
LBB for the CIS program.
the recommendations for
the program effectivenass
performance measures
apply to all LBB measures.

Management’s Response from Qriginal Report:

Problerns with the accuracy of the data were related 1o the problam discussed above. The plan above will
resolve the occuracy lssue with the data reported fo the LBB.

Finding 3: Overall Stalus as of 6/30/98: IMPLEMENTED

Performance Measure Definition regarding the administrative cost per CIS participant fo include the
administrative costs of the local CIS providers s not updated,

Recommendation Status Repoited by Agency
The Commission should Status as of 6/30/98: IMPLEMENTED
work with the LBB to

update the definition for The Director of Planning has submitted the proposed changes to the LBB.
the performance measure | According to the Director of Planning, the LBB has given tentafive approval
regarding administrative 0 the requested changes. Final approval is still pending.

cost per CIS participant to
include the adminishrative
costs of the local CIS
providers

1l igingt

The CIS State Office has proposed changes to the measure, which have been reviewed and approved by
the Quality Assurance Department. The Director for Planning will convey these proposed chonges fo the
LBB for its considerafion.

STATE AUDITOR'S OFFICE
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Agency No. 320
Texas Workforce Commission

Finding 4.

Overall Status as of 6/30/98: IMPLEMENTED

The Commission does not ensure CIS Expendilures are paid on time with funds from the comrect fiscal year .

Recommaendation

Status Reported by Agency

The Commission should
ensure CIS expenditures
are paid in a timely
manner using funds from
the correct fiscal year.

Status as of 6/30/98; IMPLEMENTED

Management’s Response from Original Report:

The Accounting Department will improve communication of policies regarding fiming of payments and
funding sources with accounting staff. Noncompliance with these procedures will not be alfowed.

The CIS State Coordinator has impiemented a procedure which ensures upon receipt of an invoice for
goods or services. an F-7 payment document will be prepared within 3-6 working days and forwarded
along with other required supportive documentation to TWC's accounts payable section for processing.

Finding 5:

Cverall Stalus as of 6/30/98; IMPLEMENTED

Accounting records for 1994 expenditures could not be located,

Recommendation

Status Reported by Agency

The Commission should
review existing processes
and procedures for
maintaining accounting
records and implement the
necessary changes to
ensure accounting records
are maintained properly in
the future.

Status as of 6/30/98: IMPLEMENTED

nt's B

iqin

The Accounting Department records indicate that the unfocated documents were all archived at the
State Library, Accounting has added additional review procedures 1o ensure that every archive listing 1s
complete and accurate prior to the Library’'s collection. Accounfing will also work with the State Library to
ensure that TWC records requests are returned complete and filed correctly by the Librory.

The CIS State Coordinator will maintain copies of supporting documentation for alf goods or services

received.
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Agency No. 320
Texas Workforce Commission

; i:ﬁnd]ﬁg 6: Cverall Status as of 6/30/98: IMPLEMENTED

Reimbursements to the Travel Advance Fund are not made in @ timsely manner.

Recommendation Status Reported by Agency

The Commission should Status as of 6/30/98: IMPLEMENTED
review current policles and
procedurss over the travel
advance fund to
determine why existing
procedures do not work, In
addition, the Cormmission
should develop and
implement new fravel
advance fund procedures
and monttor to ensure
employess reimburse the
fravel advance fund ina
fimely manner,

TWC will explore eliminating the fravel advance policy. Altemative methods will be explored to assist
employees with fravel expenses, such as direct bifing and increased use of corporate credif cards.

In the interim, we will sfrengthen our advance collectlon procedures fo decrease our recelvable fime. We
have currently collected four of the six past due accounts and have an agreement with the fwo
individuals, who no longer work at the Commission, for payment.

STATE AUDITOR'S OFFICE
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Agency No. 320
Texas Workforce Commission

Finding 7:

Overall Status as of 6/30/98: IMPLEMENTED

Assat management controls are not adequate.

Recommendation

Status Reported by Agency

The Commission should
develop, document,
implement, and enforce
policies and procedures
that provide for the
foliowing:

L

Compliance with the
State Property
Accountability Poficies
and Procedures

Stict internal controls
written authonization
should be required for
all receipts, lssuances,
fransfers, and
withdrawdls of fixed
assefs

Training for oft
employees on the
accountability of
property

Communication of the
policles and
procedures to all
employees within the
Commission

Policles and
procedurss that are
carrled out as intendled
and corrective actions
that are takery when
needed

Periodic review of the
established pollcies
and procedures o
determine whether
they are stiil applicable
and necessary

Status as of 6/30/98: IMPLEMENTED
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Agency No. 320
Texas Workforce Commission

Finding 7: Overall Status as of 6/30/98: IMPLEMENTED

Asset management conirols are not adequate.

Recommendation | Status Reported by Agency

. Yigingl Report:

TWC's Property Management Division has been rewriting the Commission’s Property Management Policies
and Procedures. The Administration Division Is In the process of strengthening asset management controls.
We plan fo create a separate unit dedicated to asset management, This unit will be led by a manager
who will have the authority and responsibiiity for developing and implementing a strong asset
management function,

The CIS State Coordinator has scheduied a maeting with TWC's Property Management Division 1o discuss
specific requirements, procadures, contrals and responsibilities for malniaining assels at the cost -center
level. The CI8 State Office will initiate steps ta implement these Egl!ciss ond procedures immediately.

Finding 8: Qvarall Siatus as of 6/30/98: IMPLEMENTED
1997 Annual CIS Program Reviews were not performed s required,
Recommendation Status Reported by Agency
The Commission should Status as of 6/30/98: IMPLEMENTED
develop monitoring

processes 1o provide
assurance that local CIS
providers are
accomplishing the goals of
the CIS program efficiently
ond effectively and that
state and federal funds are
spent gppropriately.

Annuai program reviews of | Status as of 6/30/98: IMPLEMENTED
local CIS providers should
be performed as required
by the Commission’s CIS
monitoring procedures, or
the Commission should
modify the requirement 1o
conform to the risk-based
approach for identifying
entities for review.
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Agency No. 320
Texas Workforce Commission

| Finding 8: Overall Status os of 6/30/98: IMPLEMENTED

1 1997 Annuai CIS Program Reviews were not performed as required,

| Recommendation | Status Reported by Agency
Management’s Response from Originol Report:

CIS staff were not abile to perform an annual review of each of the CIS local providers due fo stoff tumover
and budget constraints. On September 1, 1997, program-monitoring responsiblifies were fransferred to the
Commission's Monitoring Department.

The Monitoring Department has developed and implemented a risk assessment methodology for all
programs administered by the Cormmission, including CIS. This assessment helps identify those programes,
contractors, and program-areas that present the highest risk to the Commission. Our monitforing efforts will
be focused on these high-risk arecs, programs, and contractors. An annual monitoring plan is prepared 1o
ensure that the entifles/areas of highest risk are monitored frequently, thus ensuring fiscal and
programmatic accountabilfity.

The current CIS policy is being madified o conform fo the risk based approach being used by the
Monitoring Department. The CIS State Office will continue fo provide program evaluation and technical
assistance fo local CIS providers using a risk and needs assessment of afl 22 local CIS programs.

The CIS State Coordinator will meet reguiarly with the Compnission's Monitoring Department on a regular
basis to share and exchange information and findings of local CIS programs. The meetings will focus on
providing assurances that local CIS programs are in compliance with contractual agreements; the

programs are operating efficiently and effectively; and state and federal funds are spent appropriately,

Finding 9: Overall Status as of 6/30/98; IMPLEMENTED

1907 CIS Medicaid Reviews were not performed s required.

Recommendation Status Reported by Agency

The Commission should Status as of 6/30/98: IMPLEMENTED
comply with the Medicaid
Monitoring and Oversight
Plan with the Health and
Human Services
Commission that requires
the Cornmission 1o ensure
that all sub-recipients
receiving federal Medicaid
funds are reviewed each
year os required by the
plan.
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Agency No. 320
Texas Workforce Commission

Finding 9: Overall Status as of 6/30/98: IMPLEMENTED

1997 CIS Medicald Reviews were not performed as required.

Recommendation | Status Reporied by Agency

t jaingl

CI8 staff were not able to perform an annuadl review of each of the CIS local providers due 1o starf turnover

and budget constraints. On September 1, 1997, program monttoring responsiblliies were fransferred fo the
Comrnission’s Monitoring Department,

The Monitoring Deparfment will cormply with the agreement made with the Hecalth and Human Services
Commission that requires the review of ail sub-recipients receiving federal Medlcaid funds. The Monitoring
Department will conduct these reviews each year to comply with the program plon.

Finding 10: Overcil Status as of 6/30/98: IMPLEMENTED

Local CIS Providers have not submitted corrective action plans for fiscal monitoring reviews.
Recommendation Status Reported by Agency

The Commission should Status as of 6/30/98; IMPLEMENTED

ensure alllocal CIS

providers comply with fiscal

monitoring policies and
procedures for submiting
corrective action plans for
findings noted during fiscal
monitoring reviews,

nt’s B iging!

Two of the three entifies idenfified have submitfed corrective action plans fo the Commission. These plans
were not submitted within the 30 days currently required by our procedures. We are reviewing our
procedures to determine the most effective way to provide oversight and ensure corrective action has
faken place.

The two entifles that have submitted their action plans have faken steps 10 resolve the issues noted during
our site reviews.
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Agency No. 320
Texas Workforce Commission

Finding 1. QOverall Stedus as of £/30/08: IMMEMENTED

Local CIS Providers did not comply with State Reporting Requirements for fiscal year 1997
Recommendation Status Reporied by Agency

The Commission should Status as of 6/30/98: IMPLEMENTED

ensure all local Cis

providers comply with sicte

and federal reporting
requirements for A-133
audits. Additionally, the
Commission should
develop enforcement
policies ond procedures
and sanctions for
noncompliance with state
and federal guidelines.

The Commission does have a process for ensuring ofl local CIS providers cornply with state and federal
reporting requirements for A-133 audifs. The Monitoring Department fracks each provider's complionce
with the A-133 audit requirements. Providers who have not complied with the applicabie requirements are
routinely notified to encourage their compliance, The sanction policy being developed by the Commission

includes appropriate levels of enforcement actions for these types of contract violations.

There were two CIS providers that were granted extensions on their audit reports. We received the qudit
report for one of these entities on October 16, 1997, and are currently reviewing its contents. The second
provider has engaged a CPA fo conduct the audit, and the CPA has assured us that we will receive the

audit no later than January 31, 1998.
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Agency No. 320
Texas Workforce Commission

Finding 12: QOverall Stalus as of 6/30/98: IMPLEMENTED

The Commission does not ensure CIS goals link 1o thelr strategies. actions link 1o their godls, and
perforrnance meqsures indentify whether or nof godls are being accomplished.

Recommendation Status Reported by Agency
Finalize the CIs Operationgal | Stafus as of 6/30/98: IMPLEMENTED
Action Plan
The CI8 state office should

also consider using the
long-range plans being
developed by the local CiS
providers to develop a
statewide long-range plon
for the CIS program.

in addition, a system should
be established to
periodically review and
revise these plans 1o ensure
that objectives are met
and that program activities
are addressing mandiated
requirements.

2 ’ 3

The CIS State Office completed a detalled droft action pian and has recelved comments and suggestions
from TWC management for improving presentation of the document. The CIS State Coordinator is currently
making changes and updates fo the action plon.

Finding 13: Overall Status as of 6/30/98: IMPLEMENTED

The Cornmission does not comply with the Labor Code for developing rules for the implementation of the
Memorandum of Understanding between the Commission and the Texas Education Agency.

Recommendation Status Reporfed by A_gency

Finalize Commission Rules Startus as of 6/30/98: IMPLEMENTED
for CIS Program, Comply
with the Labor Code for
developing rules for the
implementation of the
Memorandum of
Understanding between
the Commission and the
Texas Education Agency.

2

i

The Commissioners responded fo staff questions regarding the CIS rules during the December 2, 1997,
hearing. CIS Rules are on the agenda for action December 16, 1997.
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Agency No, 320
Texas Workforce Commission

‘ Finding 14: Overaill Status as of 6/307/98: IMPLEMENTED

The current funding formula to include the financial resources of local CIS providers as required by the
Labor Code has not been updated.

Recommendation Stalus Reported by Agency
Update the CIS Funding Status os of 6/30/98: IMPLEMENTED
¥ Formula

y rom. Oriaing] Report:

Accounting is assisting in wiiting the Funding Formula 1o be included in the Rules above.

Finding 15: Overall Status as of 6/30/98: IMPLEMENTED

The Commission does not provide fraining necessary to operate the Communities in Schools Case
Management System (CISCMS) for all specialists and backups ot both the local CIS providers and the state
office,

Recommendation Status Reported by Agency
Ensure CIS Specialists Status as Of 6/30/98; IMPLEMENTED
Receive Training

The CIS State Office completed Hs first-round raining of all CISCMS Specidlists and backups in April 1997. In
addition, the CIS State Office followed up with a second-round of fraining for CISCMS Specialists and
backups on October 29, 1997, The CIS state Office currently has a frained CISCMS Speciaiist and a
backup. The CIS State Office will maintain evidence of all fraining activities performed for local CIS
programs by keeping fralning rosters andy/or sign-in sheets of participants who are frained,
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Agency No, 320
Texas Workforce Commission

Finding 16: Overall Status as of 6/30/98: IMPLEMENTED

The Commission has not updated job descriptions to include performance standards necessary to define
and substantiate employee performance

Recommendation Status Reported by Agency

Update CIS Job Status as of 6/30/98: IMPLEMENTED
Descriptions

Agidiitionally, the
Cormission shauld
develop job descriptions
for the five positions for
which there were no job
descriptions. These
recommendations should
ba implemented in
accordance with the
Commission’s Performaonce
Planning ond Review
Process. Contact: Kevin Baker

i8]

The CIS State Coordinator has completed and submitted Job descriptions for all current budgeted positions
within the CIS Stafe Office s of November 13, 1997, Performance standards for each job description are
curnrently being developed.
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Agency No. 325

Firefighters' Pension Commissioner

An Audif Reporf on Management Contirols at the Office of the Firefighters'
Pension Commissioner
SAQ Report No. 98-003, October 1997

Finding 6:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Commission has failed to provide basic oversight and control of commission Investment activitles.

Recommendation

Status Reported by Agency

The Commission should
develop a monitoring
system 10 evaiuate controls
over and assess the risk
inherent in Commission
operations. Controls over
investment operations
should be monitored
closely since this is the
Commission’s major
function. Serious
deficiencies should be
reported fo the Board.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98
in Progress ~ (This recommendation is tied to recommendation #2 and Action
Pian #12 - Recommendation #2) - At their quarterly Boord meeting on June
26, 1998, the Board of Trustees adopted a policy 1o evaluate the
performance of contractors to the Statewide Fund. Commissioner and staff
are currently developing a compreheansive monitoring checklist from the
Services 1o be Provided sections of each service provider's confract to
evaluate contract complicince and monitor level of services being provided
to the entire Agency. Addifional monitoring systems will be developed in
accordance with recommendations and guidelines from SAQ Publication
No. 97-075, Assessing Risk in Key Accountabliity Control Systems (July 1997)
and the report of the Committee of Sponsoring Organizations of the
Treadway Commission.

The most inherent risk to Commission operations continues to be the lack of
personnel to establish control environment goais, perform risk assessment,
identify control activities, complete an implementation plan, and perform
the monitorng function. Lack of personnel also prohibits the effective cross-
training of key personnael for key functions of Agency operations. The
Cornmissioner and Board will continue to proceed with efforts to exceed the
FTE cap and hire the personnel necessary to relieve this inherent risk in
Comrmigsion operations.

\mpl tation Hist

Status as of 12/31/97: PLANNED/NO ACTION TAKEN Target Date: 3/10/98
The most inherent risk in Commission operations af this point is lack of
personnel for the avallable workload and the fact that the Agency and
Investment accounting for the Fund is not performed by Agency personnel.
The present workioad prohiblts effective cross training and efficiency of
operations. A person working In the capactty of a Staff Services Officer would
ailow for a full-time back up fo the Program Administrator for the Statewide
Fund. Past practice has been that only one person has performed these two
functions. An Investment Officer/Accountant could more closely monitor the
investment operations of the Fund and a full-time accountant would improve
efficiency in accounting and securlly issues for the Agency. The
Commissioner will make a request to the LBB on an emergency basis to
exceed the FIE cap and hire the personnel needed to relieve this inherent
risk in Commission operctions.

Contact: Morris Sandefer, Commissioner
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Agency No. 325

Firefighters' Pension Commissioner

Finding &:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Commission has failed fo provide basic oversight and confrol of commission investment aclivities.

Recommendation

Status Reporied by Agency

Management’s Response from Qriginal Report:

The Commissioner will make a report to the Board on whether future conirols are necessary.

The accountant should
have the ability to view on-
line, the accounts at the
custodian.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98

Effective 6-30-98, the Commission has infernet connectivity through the
Depariment of Licensing and Regulation’s T-1 router. The Agency address is
ffpc.state.tx.us, for example, morrs.sandefer@ffpc.state.tx.us, Also, the Board
of Trustees voted at their meeting on June 25 ~ 26, 1998, to hire State Street
Bank as the Master Trust Custodian for the Statewide Fund. State Street will
furnish the Fund a copy of thelr on-line data avaliability soffware in-Sight, and
fumish the necessary training fo enable FFPC staff to readlly access
information related to the Statewide Fund in the aregs of Accounting.
Custody, Recordkeeping, and other Value Added Services.

impl tation Hisl
Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 2/15/98
The Agency is In negotiations with Licensing and Regulations 1o connect to
their T-1 router for intemet connectivity. We are currently waiting on the

installation of Frewall software (Proxy Server 2.0) for system security.

Contact: Mormris Sondefer, Commissioner

The fssue of having the abliify to view on-line the accounts of the Custodian has been researched and will

be discussed again.
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Agency No. 325
Firefighters’ Pension Commissioner

Finding 9:

Overall Status as of 6/36/98: PARTIALLY IMPLEMENTED

The Board falled to provide adequate governance and oversight for Commission activitles.

Recommendation

Status Reported by Agency

Board mermbers should
ensure compfliance with
the Board's ethics policy in
all aspects of their duties. If
necessary, additional
procedures should be
developed and
appropriate corective or
disciplinary actions should
be taken.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Terget Date: 9/30/98
The Trustee Handbook has been completed and issued 1o the Board
Membaers at their Aprll 23 - 24 Board Meeting. The Handbook contains all
contracts, policies, procedures, iatest actuarial vatuation, annuadl report,
strategic plan, etc. This includes a copy of the ethics policy adopted by the
Board, The Board will review/revise the ethics policy at their September Board
meeting 1o includs language containing appropriate comective action
and/or disciplinary actlon for infractions of the ethics policy and references
to 6243e.3 outlining the procedure for removal of Board Members from the
Board.

mpl \afion Hisl

Status s of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 3/1/98
A Trustee Handbook Is being developed for the Board Members that will
include, among other things. a copy of the Ethics Policy. The Hondbook and
Palicy will be reviewed/ravised ot o meeting annudlly. Aticle 6243e.3 Section

200 lists the grounds for removal of a member from the State Board of
Trustess.

Contoct: Morris Sandefer, Commissioner

M s R wom Original Report

The Board members have been reminded of the ethics policy and will discuss the policy ot a future

mesting.
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Agency No. 325

Firefighters' Pension Commissioner

Finding 9: Overall Siatus as of 6/30/98; PARTIALLY IMPLEMENTED

The Board falled to provide adequate governance and oversight for Commission activities.
Recommendation Status Reported by Agency

The Board should establish | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/30/98

a formal process with

written cifteria to evaluate | At their quarterly Board meeting on June 26, 1998, the Board of Trustees

the performance of all adopted the following Policy: Staff will monitor services provided by

contract providers. This
would include the
investment Consultant’s
performance evaluation of
the money managers and
independent performance
evaluations of the
investment consultant, the
custodian, and the
actuary.

contractors as invoices covering those services are submitted fo the Cffice
for payment, Payment may be withheld If services have not been performed
in accordance with the ferms of the contract. Staff will provide a report to
the Board annudally (or more offen if necessary) concerning each
contractor's parformance In meeting its contractual obligations during the
prior year. The Boord will review the report provided by staff, work product
provided by the contfractor under the contract, ond any ofher
documentation relevant fo evaluating whether the contractor has
performed in accordance with the confract. If the Board determines the
contractor s not meeting Ifs confractual obligations, appropriate oction will
be taken, up to and including fermination of the contract for
nonperformance,

Commissioner and staff are currently developing a comprehensive
monitoring checklist from the Services fo be Provided sections of each
service provider's contract to evaluate contract compliance and monitor
level of services being provided. As stated in Action Plan é —
Recommendation #1: written criteria is being developed by the
Cormmissioner and staff in accordance with recommendations and
guidelines from SAQ Publication No, 97-075, Assessing Risk in Key
Accountability Control Systems. July 1997, and the report of the Committee
of Sponsoring Organizations of the Treadway Commission.

mpl igtion Hist

Status as of 12/31/67: PARTIALLY IMPLEMENTED Target Date: 6/1/98
The Board presently has in place a formal policy 10 review Investment
managers in the Master Statement of Objectives. However, this policy will be
reviewed/revised upon the selection of a new Consultant. A policy to review
performance of the other professionals empioyed by the Board is under
development,

it

The Commissioner will make a recommendation fo the Board on whether fo implement more formal review

ciiteria.
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Agency No. 325

Firefighters' Pension Commissioner

Finding 9:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Board failed to provide adequate governance and oversight for Commission activities.

Recommendation

Status Reported by Agency

The Board should establish
a policy to decide how the
Commission should handle
unexpected changes with
providers of contract
services.

Status as of 6/30/98: IMPLEMENTED as of 4/24/98

The Board of Trustees at their quarterly meeting on Aprll 23 - 24, 1998, voted
to adopt a policy to serve as a guideline for the Board and Staff in the
handling of unexpected changes to service contracts and in responding to
unexpected terminations of service by contracted service providers.

imol \afion Hist
Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 3/1/98
The Board is working with the Commissioner and the Assistant Altomey

General to develop a policy 1o handle unexpected changes with providers
of contract services.

, vom Oriainal Report:

The Commission will establish writfen policy on how to handie unexpected changes with providers of

contracted services.
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Agency No. 325
Firefighters’ Pension Commissioner

Finding 12: Qverall Status as of 6/36/98: PARTIALLY iMPLEMENTED
The Commission does not ensure compliance with state law requiing the transfer of uninvested cash to the
State Treasury.

Recommendation Status Reported by Agency
All uninvested cash Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98

balances should be
fransferred back into the
State Treasury.

The Board of Trusteas voted at their meeting on June 25 ~ 26, 1998 to hire
State Street Bank as the Master Trust Custodian for the Statewide Fund.
Attached is a proposed implemeniation scheduled and expected timeline
of events as outlined in a lefter 10 Ken Welch, Manager of Fund Accounting
in the Office of the Comptroller. The target date for conversion 1o the new
Custodian is September 1, 1998,

img tation Hist
Status as of 12/31/97: PLANNED/NO ACTION TAKEN Target Date: 6/30/98

At the December 4, 1997, Board meeting, the Board discussed with the
representatives of the Comptroller's Office the fact that they intended o
issue a RFP for a Custodian after hirng the new Consuttant. The Comptrolier’s
Office stated that they would work with the Commissioner and the board to
implerment a policy to transfer ali Invested cash balances, dividends and
Interest back to the State Treasury after the Custodian is hired.

Contact: Motris Sandefer, Commissioner

Management’s Respoense from Origingl Report:

The Board voted to maintain Money Market Accounts at the Custodian.

STATE AUDITOR'S OFFICE

AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30. 1998

PAGE 40




Agency No. 327

Employees Retirement System of Texas

An Audit Report on Management Conirols af the Employees Retirement Sysftem

of Texas

SAQC Report No. 98-024 . February 1998

Finding 1-A;

Overall Status as of 6/30/98: NO ACTION TAKEN

The System should improve its processes used 1o receive, frack, and analyze compilaints.

Recommendation

Status Reporied by Agency

Adopt a written, agency-
wide definition of
compiaint. Conslder using
the definition for HMO
complaints contained in
Senacte Bill 385, tailored as
necessary fo meet the
System’s specific needs.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/1/98

Definition of a complaint has been drafied but not yet approved.

Require dll departments
that receive or process
compiaints to adopt
written procedures for
cormplaint documentation
and processing.

Status as of 6/30/98: NO ACTION TAKEN Target Dote: 10/1/98

Target date for preparing and adopting is 10/1/98, implementation wilt
depend on 1/8 support availability.

Develop a consistent
forrmnat for complaint logs
and ensure that the logs
Inciude all information
useful for performance and
trend analysis.

Status as of 6/30/98: NO ACTION TAKEN Target Date: 10/31/98

Wil start development soon.

Perform periodic
reconciliations of
complaints 1o ensure that
alt complaints received
have been resolved or
continue to be tracked,

Status as of 6/30/98: NO ACTION TAKEN Target Date: 10/31/98

Will begin soon.

Pericdically perform formal
trend analyses of
complaints to identify
problems with vendors or
with benefit plan design or
adrministration.

Status as of 6/30/98: NO ACTION TAKEN Target Date: 2/28/99

Will begin a quarterly review 10 be sent to Benefit Contracts areq.

Consider expanding the
number of compilaint
categories to assist in more
precise trend analysis.

Status as of 6/30/98: NO ACTION TAKEN Target Date: 10/31/98
Plan to begin by 10/31/98.

Contact: Cathy Flautt, Customer Service
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Agency No. 327
Employees Retirement System of Texas

Finding 1-A: Overall Status as of 6/30/98: NO ACTION TAKEN

The System should improve its processes used to receive, track, and andlyze complaints,

Recommendation | Status Reported by Agency

¢ igingl ;
The ERS agrees that an agency-wide definition of complaint may be useful in improving customer service
efficiency. Wiitten procedures will be established for adoption which consistently document complaints in
all program areas. A compiaint tracking system will be established for performance and frend analysis as

well ags for analyzing complaint categories.

Finding 1-B:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Tha System should increase its use of customer satisfaction surveys 1o include coverage of all membership
classes and benefit program participants.

Recommendation

Status Reported by Agency

Develop and conduct
satisfaction surveys of the
System's gctive members
conceming all aspects of
the System’s benefit
programs and service
delivery.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/99
Currently examining cost of outside assistance for inclusion in FY99 budget.
Have discussed refining current survey, using incident survey and using IVR
survey. Can’t promise survey will cover gll aspects.

Contact: Cathy Flautt, Customer Service

Develop and conduct
surveys of participonts in gl
health care programs,
including the required
survey of HealthSelect plan
participants.

Status as of 4/30/98: NO ACTION TAKEN Target Date: None Yet

Discussion Is currently taking place between the Beneflts Confracts area and
the Customer Services area to determine best approach.

Contact: Cathy FHautt, Cusiomer Senvice

Consider periodically
surveying hecalth care
providers conceming thelr
satisfaction with plan
design and individual
vendors.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 10/1/98

ERS Is currently pufting tegether the health care programs for FY99. By
10/1/98 they will render an opinion as to whether this recommendation is a
good thing to do.

Contact: Cathy Flautt and Dan Stewart, Customer Service

/8l

The ERS agrees. The Agency will look at the cost effectiveness of possible Improvements.
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Agency No. 327

Employees Retirement System of Texas

Finding 1-C; Qverall Status as of 6/30/98: NO ACTION TAKEN

The Systern should improve the efficiency and effectiveness of its process to survey retiress.
Recommandation Status Reported by Agency

Survey recipients should be | Status as of 6/30/98: NO ACTION TAKEN Target Date: 12/31/98

selected using statistical
sampling methods. All plan
participants should be
included in the population
to be sampled, regardiess
of membership categories
or length of fime since
refirement.

This recommendation will require rewriting ERS performance measures and
requesting I/S support.

Contact: Cathy Flautt, Customer Service

Expand the number of
questions on the existing
survey; refing the questions
to provide more specific
feedback on which
processes are or are not
working well: and tabulate
responses to all survey
questions

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98

ERS is planning to do this.

The surveys should be
performed less frequently,
for example on an annual
basis,

Status as of 6/30/98: NO ACTION TAKEN Target Date:; 12/31/98
This recormmendation will require rewriting ERS performance measures.

Contact: Cathy Flautt, Customer Service

Monagement’s Response from Qrigingl Report:

The ERS agrees 1o consider the recommendation. They will look at the cost effectiveness of possible

Improvements.
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Agency No. 327

Empiloyees Relirement System of Texas

Finding 1-D: Overall Staius as of 6/30/98: PARTIALLY IMPLEMENTED
improvements are needed in the moniforing of telephone call wait times and compliance with System time
limits.

Recommendation Status Reported by Agency

We recommend that the
System Improve monitoring
related to customer
saitisfaction by improving
information on telephone
call wait fimes and
capturing information on
complaints not consistently
processed within expected
time frames.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Torget Date: 07/01/98

A Call Center Analyst currently locks at all reports that are generated from

the ERS phone system. These include wait fimes, calis abandoned, etc. Heis
developing reports to be distributed.

Contact: Cathy.Flautt, Customer Service

#

lie]] rt:

The ERS agrees with the recommendation fo reduce telephone call wait time. The ERS has undertoken o
complete reorganization of its custorner service coll centers. InJanuary 1998, the ERS will estabiish a
centrofized custormer service call center in the Benefits Cormmunication Division. This new center will
provide telephone customesr service support for olf program divisions.

Finding 2:

Overall Stalus as of 6/30/98: PARTIALLY IMPLEMENTED

We noted instances in which tha System’s contractor oversight procedures did not detect or comrect
vendor noncomplionce with HMO contracts.

Recommendation

Status Reported by Agency

Routinely use information
submitted by HMOs in their
annual applications to
confirm insolvency,
professional ligbility, or
reinsurance coverage on
file and to check for
compliance with
grievance notificatlons.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote: N/A
ERS has chosen ¢ use TDI certification as the most reliable source of
information. ERS staff has atfended a TDI solvency tiaining event and been
successful in getting o capital infusion in one or two cases where the HMO
did not meet solvency criteria.

Consider directly
confirming with the stated
insurance carrlers the
existence of coverage for
insolvency, professional
fiability, and reinsurance.

Status as of 6/30/98: OTHER Target Date: N/A

ERS works direchy with TDI, the regulator, rather than the individudl carmiers.
TDI rules and statutes cover insurance and solvency.
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Agency No. 327
Employees Retirement System of Texas

Finding 2: Overall Stotus as of 6/30/98; PARTIALLY IMPLEMENTED

We noted instances in which the System’s contractor oversight procedures did not detect or correct
vendor noncompliance with HMO contracts.

Recommendation Status Reported by Agency

Require that the physician | Status as of 6/30/98: PARTIALLY IMPLEMENYED Target Date: 9/1/98
termination notice
categorize the reasons for | ERS Is currently reviewing inclusion of this function in the RFP for a third party
termination ond ensure administrator 1o begin In Fiscal Year 1999,

that the required 45-day
advance notice is
provided for terminations
without cause.

The scope of extemal Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/1/98
audits of HMOs could be
exponded to include We are expanding the scope of our HMO audits.
verification of several
compliance issues either in
place of or in addition fo
the System's
recommended

procedures. Contact: Jim Sarver, Benefit Contracts

»  Will examine the feasibility of a letter of agreement with the Texas Department of insurance (TDI) which
would allow for additional information to be provided by the TDI fo the ERS on HMO finonclal and
compliance maters,

In thelr bid proposals and applications, the HMQOs wil be required to confirm that they are in compliance
with all applicable TDI requirements. The ERS will request written confirmation from TDi of the HMOs’

compliance during the bidding and application reviews. The ERS will ensure that HMQO files are properly
maintained.

The ERS Is unable fo comply with this recormmendation. The reasons for termination of a provider’s confract
are considered confidential and propristary; however, in accordance with the Paflent Profection Act,
providers cannot be ferminafed without due process. The 45-day advance nofice s not always
enforceable, since HMOs and providers may have 30-day agreements: therefore, ERS will consider
eliminating this provision from the agreement.

The ERS agrees fo consider expanding the scope of Its HMO audiifs,
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Agency No. 327

Employees Retirement System of Texas

Finding 3-A:

Overall Siatus as of 6/30/98: PARTIALLY IMPLEMENTED

The System did not fully comply with the provisions of the Texas Employee Uniform Group insurance Benefits
Act relating to computation of the statutory minimum estimated fund balance reserve and to reinsurance
requirements for coverage provided by outside carlers.

Recommendation

Status Reported by A_genc:y

The System should
compute and report the
insuronce fund’s minimum
fund balance reserve
requirement using only the
expected level of sgif-

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/99

ERS plans to work with interim legisiative committees to clarify legisiative
intent of computing minimum level of reserve fund,

insured claims.

The System should Status as of 6/30/98; PARTIALLY IMPLEMENTED Target Dote: 9/1/99
mandate reinsurance

policies for purchased ERS plans 1o work with interim legisiative committees to clarlfy iegislative
coverages and should intent of reinsurance provision.

approve cariers eligible fo
provide reinsurance.

Contact: William Nail, Deputy Executive Director

1 fr igingl it

Computation of insurgnce fund minimum balance;

The ERS disagress with the State Auditor’s interpretation of this provision of the Act.

ERS plans to work with inferim legisiative committees fo clarify legisiative intent of computing
minimum level of reserve fund.

Reinsurance policies:

£RS does not believe that the auditor has propeéerly interpreted statutory requirements for
reinsurance of group inswrance coverage.

ERS plans fo work with interim legisiative committees fo clarlfy legisiative intent of reinsurance

provision.
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Agency No. 327

Employees Retirement System of Texas

Finding 3-B:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The system hos no procedures to demonstrate whether one of the stated purposes of the Texas Employees
Uniform Group insurance Act has been achieved.

Recommendation Status Reported by Agency
The System should begin Status ¢s of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/99
periodically performing
comparative studies to ERS Is currently in discussions with the actuary regarding comparable
determine whether the coverages and reviewing availoble data.

State’s life, accident, and
health benefit coverages
compare favorably with
those provided by private
industry. The System may
want to first discuss with
legisiators the criteria 1o be
used in making that
determination.

Contact: Jim Sarver, Benefit Contracts

’

igl

Although the ERS agrees that there is no formal procedure fo compare coverages, the ERS refies on the
expertise of an Independent actuarial consulting firn that has many clients in both the public and private
sectors. Also, surveys and data collected from membership organizations and natlonal consulting firms are
reviewed. Itis ERS’ position that, overall, UGIP benefits compare quite favorably with the private sector.
However, ERS will review this statutory requirement with the Legisloture fo determine their intent.

Fincling 4:

Overali Siatus as of 6/30/98: PARTIALLY IMPLEMENTED

The System can improve the effectiveness of some of its monltoring activities by obtdlning additional
information from the Texas Department of Insurance.

Recommendation Status Reporled by Agency
The System should Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 6/10/98
coordinate with the Texas

Department of Insurance
to develop procedures for
the timely sharing of
insurance-related
complaints from System
customers.

ERS has had numerous mestings with TDI to work on joint issues. We have
aiready begun notifying TDI directly of all HMO complaints that we receive.
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Agency No. 327

Employees Retirement System of Texas

Finding 4:

Qverall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The System can improve the effectiveness of some of its monitoring activities by obtaining addifional
information from the Texas Department of Insurance.

Recommendation

Status Reported by Agency

The System should expand
the annual HMO
information request to TDI
to add questions
concerning: disclosure of
any "Management
Conferences” TDI
requested of HMOs;
sufficiency of reserves; and
results of recent TDI
complionce audits.

Status as of 6/30/98: NO ACTION TAKEN Target Date: 2/28/99

ERS intends to do 1his In the next HMO selection cycle.

The System should
negotiate with the Texas
Dspartment of insuronce
to accept similar
Information requests
perodically throughout the
plan year. In addition, the
System should follow up
with the Texas Department
of Insurance concerning
any requested information
that was not provided 1o
ensure that the omitted
response was not due fo
an oversight,

Status as of 6/30/98; NO ACTION TAKEN Target Date: 2/28/98

ERS infends 10 do this.

The System should clearly
request that the Texas
Department of Insurance
ceriify the actuarial
soundness of all carrier bids
and of self-insured
programs’ confribution
rales. It may also be
necessary to coordinate
with the Texas Department
of Insurance concerning
the fiming of the
information submitted by
the System and the Texas
Department of Insurance’s
subsequent performance
of the certifications.

Status as of 6/30/98: IMPLEMENTED Target Date: 6/3/98

ERS has begun doing this.

STATE AUDITOR'S OFFICE

AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998

PAGE 48




Agency No. 327
Employees Retirement Sysiem of Texas

Finding 4: Qverall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The System can improve the effectiveness of some of its monioring activities by obtaining additional
information from the Texas Department of Insurance.

Recommendation Status Reported by Agency
The System should request | Status as of 6/30/98: OTHER
that the Texas Depariment

of Insurance provide, in a ERS pians to do this os coverages are due t¢ be bid.
form and fimeframe

accepiable 1o both
agencles, the required
feedback to the System’s
report on coverages and

benefils. Contact: Jim Sarver, Benefit Contracts

M Fs R E Origingl R p
Employee Retirerment Systern Monagement's Response:
The ERS agrees that improvement may be possible In exchanging information on compialnts.,

The ERS agrees.
The ERS agrees. However, TDI does have certain stafutory restrictions on releasing cerfain information,

The ERS agrees. However, the curent requirement presents loglstical problems for both ERS and TDI. ERS
pians fo work with interim legisiative commiltees 1o rernove this requirement.

The ERS agrees.
Texas Department of Insurance Management’s Response:
TDI concurs with this recommendation.

To the extent permitied by iaw, TDI will provide any addiflonal information that will assist ERS in securing
coverage through well managed, financially sound carriers and HMOs.

TDI will provide current information on confracting camiers fo the extent It is permitted by law 1o share this
informcrtion.

If ERS does request a full certification of actuarial soundness, If will be necessary for TDI o become involved
in the process much earlier than our receipt of ERS’ formal request.

D1 believes that a response to this report may not be useful because the report merely reflects what has
adlready happened, TDI agrees with the Auditor’s findings that TDI provide coverage recommendations
and believes it wauld best serve state employses and fulflll the intent of the legisiature to have an
opportunity, as set forth in Art, 3.80-285, to offer feedback on the frustee’s proposed coverage
decisions and make recommendations before the frustee puls the coverages out for bid.
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Agency No. 332
Department of Housing and Community Affairs

A Lefter Report on Management Controls at the Texas Department of
Housing and Community Affairs
SAQO Report No. 98-037. June 1998

Finding 1-A: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Department does not ensure that delays in committing and expending funds awarded to the Texas
State Affordable Housing Comporation are minimized.

Recommendation Status Reported by Agency
improve management of Startus as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98
Departrment funds
awarded by addressing The recommendations relating to organizational issues have been partially
organizational and implemented. The Department does not fransfer any funds to support the

operational issues involving | administration of the Corporation in any way. The Department has

the Texas State Affordable | eliminated the sharing of employees with TSAHC. Management of TSAHC
Housing Corporation overlaps with the management of the Department only at the President
level, as mandated by the new legisiction. The Department is fully
compensated, based upon best estimates of costs, for services provided by
the Department 1o the Comporation.  TSAHC has served notice on the
Department that the Administrative Services Agreement under which the
services are provided wilt terminate not later than August 31, 1998.

The recommendations relating fo operational issues have been
implemented. The Department requires the Texas State Affordable Housing
Corporation 1o meet all the program rules and other federal requirements as
any other subrecipient. TSAHC is required, to the same extent as any other
subrecipient, to submit complete application packages. Additionally, oward
agreements with ISAHC require specific information 1o monifor its
performance such as task 1o be performed, schedules for completing the
tasks, and budgets.

Management relfterates its position that the commitment and expenditure of
funds by TSAHC under the HOME program was never in jeopardy and that no
delays not common 1o the program liself were being experienced. HUD. by
letter dafed June 10, 1998, is satisflied that all issues in its original report dated
January 30, 1998 have been or are being resolved.

Contact: Daisy Stiner, Deputy Executive Director

fr ingl

The Department has made the necessary improvements In its processes to award and administer federal
funds to ISAHC. Additionolly. TSAHC is in the process of iImplementing systemns 1o better manage awards
received from the Depariment, Recent legisiafion passed by the 75th Legisiature hos provided a
reasonable basis for establishing a separate and distinct control structure for TSAHC and for taking these
actions. Management from both the Deparitment and TSAHC are in the process of developing plans that
address ol provisions of the legisiation. Stoff from each entity has been assigned responsibility to implement
their respective plans. T.D. fiscal vear-end 1998, A separate and distinct control structure is now in effect
for TSAHC since it now has a separate goveming board and is in the process of fully staffing its operations.
With the exception of the office of president, no officers and employees of TSAHC share empiloyment with
the Department. TSAHC has been, and is, considered and freated as any other subrecipient of the
Department.
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Agency No. 332

Department of Housing and Community Afiairs

Finding 2:

Overall Status as of 6/30/98: IMPLEMENTED

The Department does not enforce policies and procedures on award processes for the Housing Trust Fund.

Recommendation

Status Reported by Agency

The Department needs to
ensure policies and
procedures affecting the
award processes are
implemented and
enforced.

Status as of 6/30/98: IMPLEMENTED Target Date: 8/31/98

The Depariment has implemented the recommendations relating o

implementing and enforcing policies and procedures affecting the Housing
Trust Fund award process.

The standard operating procedures of the Housing Trust Fund has been
enhanced and formally adopted.

The Department has procedures to ensure that the Board makes award
decisions based upon complete information relating to proposed projects’
funding sources. The Department identifies and describes al funding sources
and the funding history for all proposed projects. This information is included
in the Credit Undenwiiting Summary that is presented to the Board with
project proposals. Additionally, informcrtion relating 1o proposals whereby
the Board's approval will require a waiver of an existing program rule is
currently required in the related Board books. This practice has been
formalized in the Department’s Standard Operating Procedures,

Contact: Daisy Stiner, Depuly Executive Director

Management's Resoonse from Origingl Report:

The Housing Trust Fund operates under standard operating procedures, which have been implemented by
managerment though they have not been formally adopted. The standard opsrating procedures wilf be
formally adopted during the current fiscal year. The Department will enhance its stondord operating
procedure fo describe in greater detail a ciearly defined methodology used for the awards process and
the procedures for developing a Notice of Funds Availabliity (NOFA), which will include documentation
standards, The procedures will atfemnpt fo standardize the fime aliotted for, and the provision of, nofice, as
well as the periods for response 10 NOFAs, once issued
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Agency No. 335
Commission for the Deaf and Hard of Hearing

1998 Small Agency Management Conirol Audit
SAQ Report No. 98-035, April 1998

Finding 1: Overall Status as of 6/30/98: IMPLEMENTED

While recongciliations are reportedly performed ot least quarterly, the Commission has not documented
these actions or developed procedures 10 reconcile intemal records to records at the Commission for the
Blind (0CB).

Recommendation Status Reported by Agency

Develop procedures 10 Status as of 6/30/98: IMPLEMENTED

reconclle its infermnal Lo
records 1o records of the Procedures have been developed using input from TCB. These procedure

Commission for the are attached.
Blind(1CB). Contact: Margaret Susman, Michael Pugh (ce

v <R rom Original Report:

TCB willl perform reconciiiafions for the Commission under the administrative support services confract. The
Commission will work with TCB In the development of procedures for this task. Procedures will be
developed by June 1, 1998.

Finding 2: Overall Status os of 6/30/98: IMPLEMENTED

The Commission plans to create o template for a quarterly program operation report for statistical
inforrnation. This template will assist the Commission in evaluating and analyzing operational information
on an ongoing basis.

Recommendation Status Reported by Agency
Develop an understanding | Status as of 6/30/98: IMPLEMENTED
of its information needs A template for statistical information has been developed and wilt be sent fo

and evaluate and analyze | Commissioners in the agency’s quarterly report,
operational information on
an ongoing basis.

Contact: Margaret Susman

Moanaogement's Responise from Qriginal Report:
A template will be agreed upon during the next Commission meeting that is scheduled for May 29, 1998.
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Agency No. 335

Commission for the Deaf and Hard of Hearing

Finding 3:

Ovserall Status as of 6/30/98: IMPLEMENTED

Affer the templale described above is developed, reports will be provided to Commissioners on a quarterly
basls. For the January 1998 Commissioners’ meeting. the Commission prepared spreadsheets on cerfain
contractor programs for fiscal year 1997,

Recommendation Status Reported by Agency
Provide completes, Status as of 6/30/98: IMPLEMENTED
accurate, and timely
information to the Quarterly reports, which will include the statistical template will be sentf to
Commissioners and Commissionears containing inforration from the quarter that ended aof least
management so that they | 30 days prior 1o the date the report is sent to Commissloners and staff.
can provide effective
oversight of the
Commission. Contact: Margaret Susman

Management's Response from Qrigingl Report:

The Commission will send quarterly reports before each Commission meeting. The reports will confain
inforrnation from the quarter that ended at least 30 days prior to the date the report is sent o

Commissioners and staff.
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Agency No. 344
Commission on Human Rights

1997 Small Agency Management Control Audit
SAQ Report No. 97-086, August 1997

Finding 1-A:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Controls over cash receipts are weak,

Recommendation

Sialus Reported by Agency

Reassign job responsibilities
to ensure proper
segregation of duties for
cash receipts

Status as of 6/30/98: IMPLEMENTED as of 8/29/97

Fiscal policy and procedures revised

Revise Administrative
Directlves to ensure all
current procedures are
reflected and that detalled
procedures for handling
cash cre documented,

Status as of 6/30/98: IMPLEMENTED

Administrative Directive No. 63 revised

Reconcile all depostt
vouchers against the
Money Receipt Register to
ensure all checks to be
deposited are deposited
within the three-day
requirement,

Status as of 6/30/98: IMPLEMENTED

By Director of Enforcement

Log out settlement checks
on the Money Receipt
Register when the checks
are mailed to the claimant;
the Money Receipt Register
should dlso be reviewed on
a regular basis to confirm
all checks are properly
handled.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/1/98

By Director of Enforcement

The agency has implemented all recommendations with the exception of
developing a settlement check log and procedures to be kept in TCHR safe.
Currently, all agency checks are handled pursuant revised Administrative
Directive No. 63. However, maintaining sefflement checks until distribution
requires additional log and procedures. Agency plans to complete
development of procedures and Initiate action by 8/1/98 by Director of
Enforcement

Contact: Josephina Delgado Segura, Director of Administration and
Special Projects
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Agency No. 344
Commission on Human Rights

Finding 1-A: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Controls over cash receipts are weak.

Recommendation | Status Reported by Agency

The Commission currently hos procedures and instruments in place; howsver, revisions are required fo
ensure segregation of dufies and enhancements of infernal controls, Since the fast audit during Fiscol Year
19821, the Commission converted from a manual accounting system fo the automated Uniform Statewide
Accounting System (USAS). This automated conversion changed accounting procedures where the
Commission needs to formally document this change in updating its forms, re-assignment of duties, and its
Administrative Directives as a matter of policy. The Commission’s reconciliation of cash fransaction
responsibilities will be adopted by the Director of Administration and Special Projects, who shall perform a
weekly review and verify the Money Receipt Reglster against the deposit. The Money Receipt Register shall
also be revised fo accommeodate this action for a quick comprehensive view in status of deposits.
Administrative Directives shall be updated prior to end of the current fiscal year. The Director of
Enforcement shall ensure that alf setlernent checks are properly handled. The Commission shall Initiate a
log and procedures upon the receipt of setflernent checks held in the Commission’s safe. The Director of
Enforcement shall ensure thot ol settlierment checks are logged out when mailed/received by the
claimant. The Money Receipt Register Log shall also be revised to accommodate verification by the
Director of Enforcement upon performing o weekly review of status of setflement checks.

Finding 1-B: Overall Status as of 6/30/98: IMPLEMENTED

The Commission is not effectively consening travel funds by maximizing economy and efficiency.

Recommendation Status Reported by Agency
The Commission should Status os of 6/30/98: IMPLEMENTED as of 11/26/97
ensure that fravel
expenditures for {ay The Comuriission has adopted a policy limiting relmbursement for “actual
Commissioners, the travel” expenses coverage by passing, adopting, and implementing
Executive Director, and Administrative Directive No, 133 on 11/26/97.

empioyees traveling on
actuat expenses with the
Executive Director are
prudent. All affempts
should be made to ensure
that expenditures are
made in accordance with
applicable state travel
guidelines.

() Also, the agency has developed travel procedures and documentation
on tfravel voucher with the statement of "The expenses reflected in this
travel voucher utilize, when applicable, state-contracted airfare and/or
car rental rates. Acquired lodging is either at stafe-contracted rates,
reduced negotiated rates for conferences, seminar, ete., or minimal
rates for location of ovemight stay.” implernented on 9/1/97

Contact: Josephina Delgado Segura, Director of Administration and
Special Projects

) om Oricingl Report:

The Commission shall clearly document on travel vouchers that It has demonstrated maximum economy
and efficiency in expending travel funds for oll empioyees and Commissioners authorized by statute 1o
receive actual fravel expenses. Such docurnentation should include but not be limited to the following: (1)
utilize aidine carmers and rental cars when necessary that are on state contracts af reduced rates; (2)
maxirnize reimbursements to the Commission to recover in part or in whole travel cost for both in state and
out of state trips; and (3) utiize conference rates or government rates at hotels, Several of these strategies
are currently in use but have not been adequately documented on fravel vouchers,
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Agency No. 344
Commission on Human Rights

Finding 1-C: Qverall Status as of 6/30/98: IMPLEMENTED

Several inconsistencies were noted on conirols over fixed assefs.

Recommendalion Stalus Reported by Agency

Ensure that the entry of Status as of 6/30/98: IMPLEMENTED as of 8/29/97
Inventory items onto SPA
be performed by somecne | Policy and procedures revised and initiated.
other than the person who
also receives the items,

Recordinventory ftemson | Status as of 6/30/98: IMPLEMENTED as of 6/30/97
the SPA systam when
acquired and initiate o Policy and procedures developed, Inftiated, and implemented.
formal process to reconcile
the general lsdger to the
inventory balances ona
monthly bosis.,

Ensure that ol inventory Status as of 6/30/98: IMPLEMENTED as of 9/17/97
items hove g permanently

offixed property tag stating )

that they are property Tags purchased and affixed on 9/17/97,

owned by the State of

;fg;?ns erse quired by SPA Contact: Josephing Delgodo Segura. Director of Administration and

Special Projects

‘ iqingl R

The Cornmission will ensure that the separation of duties in fixed assefs does occur. A second person shall
receive and sign for tems purchased by the Commission. Recorded inventory will also be signed by a
second person and reconciled to the general ledger on a monthly and yearly basis. The Director of
Adminisfrafion and Speclal Projects shall ensure reconcifiation the first week of every month for the prior
month and by September 30 for the end of the previous fiscal year with appropriate signatures. inventory
ftems not recorded on SPA or tagged because the Commission is/was awaiting acknowledgment of
dsletion from a transferring agency. The Cormmission does track all appropriate inventory on SPA, It shall
afso purchase permanently affixed tags for all inventory stating "Property owned by the State of Texas” and
properly affixed on aff property by the end of this fiscai year.
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Agency No. 344
Commission on Human Rights

Finding 1-D: Qverall Stalus os of 6/30/98: IMPLEMENTED

The Commission does not segregate responsibliitios for entry and release functions in the Uniform Statewide

Accounting System (USAS),

Recommendation Status Reported by Agency

Review and separate the Status as of 6/30/98: OTHER

entry and release functions

that update the statewide | The Commission initiated Intemat documentation for prefiminary and final

accounting systems. transactions acknowledging management’s review and authorization to
"enter and release” by same person. Pursuant letter by State Comptroller
dated 9/4/97 and copy forwarded to State Auditors, no agency with fewer
than 80 FTES has fully separated transaction “enter and relecse” capabilities
as of 9/15/97.

Alternate compensating Status as of 6/30/98; IMPLEMENTED as of 7/25/97

conirols such as

management’s review and
approval. The review
should include g
comparison of source
documents to the
inforrnation entered in
USAS, and there should be
documentation evidencing
the review and approval
process.

Documentation and certification of management review and approval
initicted on 7/25/97.

Contact: Josephina Delgado Segura, Director of Administration and
Special Projects

£

igingl 3

The Commission does have alternate compensatory controls of the review and approval of fransactions;
howevey, documentation of verification of such review is needed. The Director of Administrative and
Special Projects shall document by comparing source docurnenis to the USAS transaction. Documentation
shail be evidenced on Internal financlal reports currently in place. Verlfication by the Director of
Administration and Special Projects shall be maintained in the accountant’s office.

Finding 1-E;

Ovarall Status os of 6/30/98: IMPLEMENTED

The Commission does not have a policy in place 1o increase the use of HUBs and is not in compliance with
Govemnment Code, Section 2161.

Recemmendation

Status Reported by Agency

Improve documentation
identifying non-certified
HUB vendors as rminority or
womcn owned businesses.

Status as of 6/30/98: IMPLEMENTED as of 7/23/97

Developed Intemal documentation.
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Agency No. 344
Commission on Human Rights

Finding 1-E:

Overall Status as of 6/30/98: IMPLEMENTED

The Commission does not have a policy in place to increase the use of HUBs and is not in compliance with
Govemment Code, Section 2161,

Recommendation

Status Reporied by Agency

Establish an action plan for
increasing HUB utilization. In
addition, the Commission
should ensure that the goal
for HUB utllization is
reasonable and
supportable.

Status as of 6/30/98: IMPLEMENTED as of 7/25/97

Agency developed HUB plan, approved by Executive Director and
implemented as Administrative Directive No, 130 on 7/25/97.

Comply with Govemment
Code, Sections 2161.122
and 2161183 by
maintaining monthly
information relating to the
use of HUBs and
calculoting the expected
awards of HUBs by the 60th
day of the fiscal year.

Status as of 6/30/98: IMPLEMENTED as of 10/21/97

(@) Agency maintains HUB and minority vendor information on all purchases
and/or awards using Internal documentation as of 7/23/97.

(b)Y Annual expected purchases and awards for FY 98 estimated by 60th day
12/1/97. Completed on 10/21/67.

Contact: Josephina Delgado Segura, Director of Administration and
Special Projects

Managernent’s Response from Qrgingl Report:

The Commission shall comply with the Govemment Code 2161 In maintaining documentation and annudl
astimate of HUB contfracts. The Commisslon maintains specific documentation on ail vendors; however,
existing documents shall be revised fo include verification by vendor of HUB status, In addition to
certification by the General Services Commission. The Commission shall maintain this vendor information on
a monthly basis ond shall estimate the agency’s annual expected awards by the 60th day of each fiscal
yvear. The Commission shaoll develop an action pion detailing procedures for achieving fts goal as
identified. and in support of the agency's strafegic plan. This docurmentation shall be maintained in the

purchaser’s office.

Finding 2-A:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Commission has not developed or implemented adequate confrol procedures to ensure compliance
with the Fair Labor Standards Act (FLSA).

Recommendation

Status Reported by Agency

Periodically review the
duties and responsibilities of
all positions to determine
the appropriaie FLSA
exempt or nonaxempt
status,

Status as of 6/30/98; PARTIALLY IMPLEMENTED Target Date: 8/31/98

Agency personnel conducting Position Review(s) for Revising Performance
Evaluations and FLSA stafus.

STATE AUDITOR'S OFFICE

AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998

PAGE 58




Agency No. 344

Commission on Human Rights

Finding 2-A:

Overall Sictus as of 6/30/98: PARTIALLY IMPLEMENTED

The Commission has not developed or implemented adequate control procedures to ensure compliance
with the Fair Labor Standards Act (FLSA).

Recommendation Status Reportad by Agency
Maintain documentation Status as of 6/30/08: PARTIALLY IMPLEMENTED Target Date: 8/31/98
1o support the
determinations, including Agency Plan:
the basis of FLSA exempt

determminations (Executive,
Administrative, and
Professional).

v

Al TCHR Personnel received Position Questionnalre for dask raview on

1/20/98.
Human Resources office recommending FLSA status on 8/1/98.

Contact: Josephing Delgado Segura, Director of Administration and

Speacial Projects

M Fs R from Origingl Report-

The Commission with the assistance of the State Auditfor's Office, Classified Division shall review duties and
responsibilities of all posifions as required by the U.S. Depariment of Labor for appropriafe FLSA status. This
review shall be initiated by the Human Resources Specialist and coordinated annually under the
supervision of the Director of Administration and Special Projects completed by August 31 of each fiscal
vear, in accordance with the State Classification Plan. All documentation shafl be maintained by the

Human Resources office.

Finding 2-B:

Overall Status os of 6/30/98: PARTIALLY IMPLEMENTED

The rating scales for some of the Commission’s personnel evaluations (specifically for administrative support
staff and Commission management) are not clearly defined.

Recommendation

Status Reported by Agency

We recommend that the
Commission revise its
performance evaluation
policies and procedures to
include quantified
justification for ratings.
When guantification of
tasks is not possible, we
recommend that ratings on
evaluations be consistently
supported by specific
comments.

Status as of 6/30/98; PARTIALLY IMPLEMENTED

Target Date: 8/31/98

Agency Plan:

L)

Executive Director and Human Resources met for revising Performance
Evaluations on 12/97.

Human Resources conducted position audit reviews from 1/20/98-
2/28/98.

Human Resources prepared preliminary draft of revised performance
evaluation on 3/98.

Hurnan Resources, Director of Administration and Executive Director met
from 3/98-6/98 10 deterrnine format, structure, and content for each
position.

Hurman Resources hos prepared various drafis for each position from
3/98-6/98.

Final decision for approval by Execulive Director on 8/98.

Contact: William M. Hale, Executive Director
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Agency No. 344
Commission on Human Rights

{ Finding 2-8: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The rating scales for some of the Commission’s personnet evaluations (specifically for administrative support
staff and Commission management) are not clearly defined,

Recommendation { Status Reported by Agency

Mgapagement's Response from Qriginal Report:

The Commission agrees that evaluation standaords for all employees should be objective, job-related ond
quanfifiable, Although many of the Commission’s empioyees are evoluated based on performance
evaluotion forms incorporoting the above referenced standards, the Commission will adjust all
performonce evoluation forms to reflect these standords. Many of the performance evaluation ratings are
supported by working documents that are developed and discussed with employees during the evaluation
process. However, the Commission will insure thot all pefformaonce evaluation ratings are substantfiated by
specific documentation which constitutes the basls for rating employees’ performonce.

§ Finding 2-C: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Commission does not have a process in place for assessing and prioritizing training needs, nor does the
Commission document all fraining taken by its employees in the Individual employee personnel files.

Recommendation Status Reported by Agency

We recommend that the Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98
Commission documnent all
training courses aHended (a) Agency has developed and implemented emplovee and agency
both intemnally and documeniation as of 9/1/97.

externally by ifs employees
and develop aprocess for | (b) Employee raining assessment is included in the revision of Performance
assessing the training needs Evaluations curently in progress.

of ail of its empiloyees.
Contact: William M. Hale, Executive Director
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Agency No. 344
Commission on Human Rights

Finding 2-D: Overall Status as of 6/30/98: IMPLEMENTED

Controls over human resources are weak.

Recommendation Status Reported by Agency

Revise formal appeal Status as of 6/30/98: IMPLEMENTED as of 10/9/97
procedures inthe
Personnel Manual to cover | Agency staff has developed and revised personnel manual, adopted by the
all personnel-related issues. | Commission on 10/9/97, incormporating audit recommendations to include
The manud! should dlso statement of Human Resources as Agency Disabilities Coordinator.

Include ADA policy and
complaint procedures as
well as o clear definition of
the process for handiing
sexual harassment
complaints that include
time {ines for resolution.
Additionglly, the ADA
procedures should contaln
the name of the ADA
coordinator, the fime
frame for filing a complaint,
the list of components
neaded in the complaint
resolution procedure
(Including documented
time frames for resolution),
and a statement of non-
retqliation.

Monitor employee Status as of 6/30/98; IMPLEMENTED
grievances o ensure that
frends in issues affecting
Commission empioyees are
Identified, and frack
disciplinary actions on on
annuadl basis to ensure that
discipline imposed is
commensurate with that of
sirmilar cases.

Agency Human Resources office has developed. initiated and maintaing
agency grievance fracking log.

Contact: William M. Hale, Executive Direcior

Monagement's Response from Qrigingl Report:

The Commisslon has an appedal process In lieu of a grievance process. The section of the Commission's
personnel manual covering the appeal process will be adiusted In accordance with informal discussion
between the Executive Director and the Auditors 1o encompass @ broader range of personnel fransactions.
The Commission shall establish time lines for implementing #fs sexual harassment and ADA pollcy and
compiaints procedures. In addition, the Commission shall maintain an appropriately documented log for
all formol appeals and resolutions of formal compiaints as well as the personnel related lssues ralsed by the
employee in such appedls or complaints. There is no statutory or court inferpreted requirernent that an
employer’s personnel manual include a policy with respect to employees with a disability. However, as a
matter of good practice such a policy should be Included in the Commission’s personnel manual. The
Commission’s Human Resources Specialist already functions as the coordinator for the Commission’s
employees with disabilities. This responsibility shail be reflected in an Administrative Directive,
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Agency No. 344
Commission on Human Rights

Finding 2-E:

Qverall Siatus as of 6/30/98: IMPLEMENTED

Some employee personnel files do not contaln updated information on personnel actions,

Recommendation

Status Reported by Agency

We recommend that the
Commission ensure that
personnel files contain
formal documentation of
all personnel actions.

Status as of 6/30/98: IMPLEMENTED

Directors of Administration and Human Resources met in Jan, 1998 for
updating documentation of personnel actions and to conduct an infemal
inventory review:

+ dentified and revised employee personnel file categories 1/98
*  Reviewed for compliance of Arficle IX and State Lows 1/98
s Updated personnel file checklist 2/98

Contact: Josephine Delgado Segura, Director of Administration and
Special Projects

ment’; T ricingt B :

Personnel fites shall contain alf appropriate documents for personnef actions. To ensure completeness, an
annual review shall be conducted of the agency’s personnél file inventory on the sixth month of each fiscal
year by the Hurnan Resources Speciolist and approved by the Director of Administration and Special

Projects.

Finding 3:

Overall $tatus as of 6/30/98: IMPLEMENTED

The Commission has not developed a formal disaster recovery plan for its automation system that complies
with Department of information Resources (DIR) guldelines.

Recommendation Status Reported by Agency
We recommend thot the Status as of 6/30/98: IMPLEMENTED as of 10/28/97
Commission develop and
implement a fomal Agency Information Resources Staff with the assistance of DIR developed a
disaster recovery plan that | draft Disaster Recovery Plan 9/1/97. A final agency pian was approved by

complies with DIR
guidelines to ensure that it
can operate effectively In
case its primary files are
destroyed. This plan should
address the storage of the
backups at an off-site
location.

Executive Director on 10/25/97. Copies were forwarded to DIR, State Auditor
and Key Agency staff for implementation. The Droft Recovery Plan is fo be
reviewed annudlly by Information Resources staff in August of each year.

Contact: Josephina Delgado Segura, Director of Administration and
Special Projects

Management's Response from Qriginal Report:

The Commission currently has two plans with the Depariment of Information Resources. Both the sirategic
and the operating plan are current, approved and filed in accordance to DIR guidelines. The strategic
plan does have a brief staterment for disaster recovery; however, the Commission does need a formal,
more detalled plan with procedures, The Cormmission shall prepare with the assisfance of the State
Comptroller, State Auditor’s Office & DIR, a Disaster Recovery Plan by the end of this current fiscal yeor.
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Agency No, 362
Texas Lottery Commission

An Audit Report on Management Controls at the Texas Lottery Commission
SAQ Report No. 97-092, August 1997

Finding 1-A-3:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Commission should exercise due diligence In obtaining Loftery Operator financial data.

Recommendation Status Reported by Agency
Move forward with Status as of 6/30/98; IMPLEMENTED as of 5/98
proposed financial audit of
Lottery Operator. Verified by Internal Audit.
Accounting firm has verified that FY 93 through FY 97 cost reports tie fo the
lotery operator’s audited financlal statements.
Implementation History
Status as of 12/31/97. Target Date: 2/98
An accounting firm was engaged to help perform the financial audit of the
Lottery Operator in 8/97 and audit field work began scon after.
Contact: Linda Cloud, Executive Director
Perform supplemental Status as of 6/30/98; PARTIALLY IMPLEMENTED Target Date: 7/98
audit work annually until
Cormmisslon determines Accounting firm is in the process of developing a cost report format and
and obtains financial identifying type(s) of information that will be beneficial for management
information it neseds in the decision-making purposes.
Lottery Operator's cost
reports to allow Implementiation History
Commission 10 make
informed management Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date. 2/98

decisions.

In 8/97, the Lottery Operator provided cost reports from 1993 through 1997,

Contact: Linda Cloud, Executive Director

. <R vom Origingl Report:

Wit enhance language in operator RFP to obtain sufficient cost reports fo meet the needs of the

Commission.
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Agency No. 362
Texas Lottery Commission

Finding 1-A-4:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Cormmission should maintain adeguate confract monltaring controls.

Recommendation

Status Reported by Agency

Review key contracts,

identify key compliance

areqs, and ensure

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/98

A database for key contracts has been daveloped by the contract

adeqguate procedures 1o compliance coordinator, Monlicring divisions are in process of assigning

monitor and enforce employees 1o evaluate compliance with contract terms.

contract terms.
impl fation Hist
Status as of 12/31/97: Target Dote: 7/98
The contract compliance issues have been identifled for the current lotiery
operator contract, Other key contracts are under review. The Confract
Compliance Coordinator will establish a database to monitor and help
management enforce contract temmns.
Contact: Bart Sanchez, Financlal Administration

nt's f igingt & :

-
-

-

Contract complionce has been ceniralized.
Full-time position created to monitor contract compliance.
Agency acquired contract management system,

STATE AUDITOR'S OFFICE

AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998

PAGE 64




Agency No. 362
Texas Lottery Commission

1 Finding 3-B; Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED
Recommendation Status Reported by Agency
- Maintain tralning data in Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/99

more effective manner.

Under review by Intemal Audit,

Newly hired information Technology Director recommends developing the
Hurman Resources’ fraining data base in-house using Access software. The
I.1. Division is currently faced with more critical L1, priorities including business
resumption planning, LT. division personnel tumover, and the legisiative
mandate to be Year 2000 compliant by 12/31/98. Therefore. this database
may not be developed until FY 99,

Impiementation History
Status as of 12/31/97: Target Date: 5/98

A training data base is belng considered by management.

Contact: Linda Cloud, Executive Director

Management's Response from Qrigingl Report:

Human Resources is obtaining a new computerized system 1o manage a variety of tasks including fraining

records.
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Agency No, 362
Texas Loftery Commission

Finding 3-C-):

Qverall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Ceriain Lottery promotions and advertising did not comply with state law.

Recommendation Status Reported by Agency
Ensure advertising and Status s of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/98
promotional contracts
comply with Lottery Act. Legal reviews ol contracts. Legal is still waiting for the opinion from the Texas

Aftorney General and target date reflects this.
imp! tation Hist
Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 9/98

75th Legisiature clarified statutory longuage. Attorney General Opinion sent
12/97.

Advertising and promoftional contfracts are reviewed by Legal to ensure
compliance with the Loftery Act. Walting for an Aftorney General Opinion
with regards to promotional events held near where alcohglic beverages are
being sold,

Contact: Kim Kiplin, General Counse!

Create compliance
checklist for each contract.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/98
The Commission is developing a checdist that will be reviewed by counsel to
ensure that all confracts are In compliance with the Loftery Act and
anticipates meeting the 7/98 deadline.

imp! totion Hist

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 7/98

Compliance checklist is being developed for the Lottery Operator. Key
contracts are also under review.

Contact: Kim Kiplin, General Counsei

ment’s R I rigQingl it

« House Bill 1445, 76th Legisiature, authorized tickets 1o be sold ot a race track.

e« Wil seek clarification from appropriate regulatory sources regarding proximity of lottery locations to
locations where alcoholic beverages are sold.
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Agency No, 362
Texas Lottery Commission

Finding 3-C-2:

Overall Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION

The Commission should develop certain key policies ond procedures.

Recommendation Status Reported by Agency
Develop comprehensive Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION  Torget Date: 12/98
policies and proceduras
that document important The Cornmission will try its best 10 meet the target deadiine of 12/98,
functions, policies, However, additional time may be necessary due 1o high turnover by division
processes, and steps directors since this last report.
needed to complete tasks
necessary to Commission implementation History
operations.
Status s of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 12/98
Executive Director has mandated that all divisional procedures be finalized
before the division directors are eligible for g merit increase of thelr next
annugl evaluation.
Contact: Linda Cloud, Executive Director
Finalize draft procedures. Status s of 6/30/98: FACTORS DELAY IMPLEMENTATION  Target Date: 12/98
The Commission will fry its best 1o meet the target deadiine of 12/98.
However, additional time may be necessary due to high tumover by division
directors since this last report,
Il tation Hist
Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date; 12/98
See Executive Director's mandate above.
Contact: Linda Cloud, Executive Director
Management’s Response from Qrigingl Report:

« Commission adopted cerfain HR policies in 2/97. Cthers will be presented 1o Commission.
« Procedures are in place 1o prevent paying claims on stolen winning tickets Enhancements were made
in 2/97 and 6/97 regarding instant ticket promotions.
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Agency No. 362
Texas Lottery Commission

Finding 4-B:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Commission should be prepared to perform lottery servicas in-house

Recommendation

Status Reported by Agency

Develop and periodically
update contingency plan
which would allow quick
and efficient conversion to
in-house lottery, in event it
is in State’s best interest to
do s0.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/99
Currently, the Commission can only develop a contingency plan from the
lottery operator contract because this vendor is required under contract to
provide operational cost reports 10 the Commission. The Commission will
proceed with developing a contingency plan from the loftery operator’s
cost reports. It would be difficult for management to develop contingency
plans on other vendors’ operating costs because this type of information is
not required under our current contracts. SAQ’s request for Commission
vendors to provide the Commission with the vendors' operating cosfs and
staffing requirements and 1o enhance future contracts with additional
performance measures will have to be built into future RFPs in order for
management to develop contingency plans.

impl tation Hist
Status as of 12/31/97: PARTIALLY IMPLEMENTED  Target Date: 8/99
Management Is ciosely reviewing ol services currently being performed by
vendors to determine whether it is In the best interest of the State to perform
these services in house.

Contact: Linda Cloud, Executive Director

Ensure staff maintains in-
depth understanding of
vendor operations.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/98

A database for key contracts has been devsloped by the contract

compliance coordinator. Monitoring divisions are in process of assigning
employees to evaluate compliance with contract temns.

implementation History

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 7/98
A formal contract compliance unit was established 1o frack and monitor
contract compliance. A new lottery operator RFP was issusd requinng further
monitoring and reporting criteria from vendor operations.

Contact: Linda Cloud, Executive Director

M it nse from Qrigingl R rf:

+ iIn 2/97, Commissioners decided 1o review feasibility or non-fegsibilfty, pros and cons, of state operating

the lottery.

e 75th Legisiature added rider o Commission’s bill pattarm in Appropriations Act, House 8ill 1, through an
enumerated process fo obtain additional financial and FTE resources.
¢ Management intends to develop a confingency plan based on continuing information development

processes.
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Agency No. 362
Texas Lottery Commission

Finding 4-C: Overall Status as of 6/30/98; IMPLEMENTED
The Commission should ensure that lotery services provided by private companies are subject to public
sciutiny.

Recommendation Status Reported by Agency

Develop guidelines for
vendors specifying the
fypes of informaotion
subject to disciosure.

Status as of 6/30/98: IMPLEMENTED as of 6/98

The Commission has implemented a certification process with current key
confracts (specifically the advertising, instant ticket, and lottery operator) 5o
that the vendors are to make disclosures to the Commission regarding
prohibited giffs. loans or political contributions, where such ttems subject to
disclosure 1o the Commission have been ideniified under current contracts.

implementafion History
Status as of 12/31/97: PARTIALLY IMPLEMENTED  Target Date: 7/98

We have deveioped a lottery operations ond services RFP and will add this
language to future contracts, where applicable,

Contact: Kirn Kiplin, Generai Counsel

incorporate guidelines into
key contracts.

Status as of 6/30/98: IMPLEMENTED as of 6/98

The Commission has implemented a certification process with current key
controcts, specifically the advertising, instant ticket, and IcHery operaior, so
that the vendors are to make disclosures to the Commission regarding
prohiblited gifts, loans or political contrlbutions, where such ifems subject to
disclosure to the Commission have been identifled undler cunent contracts.
implementation History

Status as of 12/31/97: PARTIALLY IMPLEMENTED  Target Date: 7/98

We hove developed a lottery operations and services RFP and will add this
language to future contracts, where applicable.

Contact: Kim Kiplin, General Counsel

» For contracts with vendors who have a significant financial interest in the iotftery, such provisions are

being inchuded.

o Wil continue to enhance and enforce disciosure requirements.,
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Agency No. 362
Texas Lottery Commission

finding 5-B:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Management's accounting treatment of the Prize Reserve Fund should be changed.

Recommendation

Status Reporled by Agency

Commission should
account for the Prize
Reserve Fund as restricied
fund equity.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/98

Financial Administration is awaiting for written confirmation from the GASB
(new target date reflects additional time needed 1o hear from GASB.)

Ime iation Hist
Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 5/68
GASB spokes person has given verbal confirmation of Commission’s current
accounting treatment of Prize Reserve Fund. Independent CPA firm is

awalting written confirmation from GASB.

Contfact: Barf Sanchez , Financial Administration

Management's Response frorn Origingl Report:

o Prefiminary résearch indicates this it is not Lottery industry practice to account for Prize Reserve Fund as

recommended by SAQ,

« Wil continue to seek clarification with GASB on this issue.
» if noreconsidergtion from GASS, will moke necessary adjustments.
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Agency No. 362
Texas Lottery Commission

A Follow-Up Lefter to Management Conirols at the Texas Loftery Commission
SAQ Report No. 97-093, August 1997

Finding 1:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Weaknesses in the data management process resuited in certain case files not being tracked effectively.

rRecommendation

Status Reported by Agency

Two Divisions should use
same type of fracking
system.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 2/00

Newly hired Infomation Technology Director s reviewing the user
requirements for this project.

implementation History

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 2/00
A new case tracking system for Security Division which wilt tie to Legal's new
case tracking system is being designed.

Contact: Mike Pltcock, Security Director

Process for assigning case
numbers in fracking system,

Human Resources is
obtaining a new
computerized system to
manage a variety of tasks
Including training records.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 2/00

Newly hired Information Technology Director is reviewing the user
requirements for this project.

|Implementation History

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 2/00
A new case tracking system for Security Division which will tie to Legal’s new
case tracking system is being designed.

Contact: Mike Pitcock, Security Director

7

igingy 1

¢ Implemented procedures to address all recommendations between Legal and Security.
¢ Legal has PC-database to track cases.
+ In process of implementing new legal case management computer system.
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Agency No. 403
Veterans Commission

1997 Small Agency Management Confrol Audit
SAQ Report No. 97-086, August 1997

Finding 1: Overall Status as of 6/30/98: IMPLEMENTED

The U.S, Department of Veteran Affairs (VA) does not require veterans to routinely submit receipts when
1 filing claims for reimbursements of medical expenses,

Recommendation Status Reported by Agency
We recommend that the Status as of 6/30/98: IMPLEMENTED
Commission devalop and
implement ways 10 The Commission has implemented a procedure 1o provide Veterans
strengthen controls over Counselors guldance in counseling clalimants reporting medical expenses.
the medicai Receipts are requested from the claimant. The claimant signs a form, which

reimbursement system, For | explains reporting responslbliity. The form and procedure were developed
example, the Commission ¢ from Information received from another stote,

could ask to review paid
receipts from the veterans
it ossists with medical
claims. We encourgge the
Commission o contact
other states’ veterans'
commissions o defermine
the types of controls that
other states have
established over medical
relmbursements.

¢

it ngl

Commission employees who assist in filing claims are scheduled for tralning on a continuing basls, which
includes instruction on the proper filing of claims for reimbursement of medical expenses. Claimants must
also sign a VA form attesting that the information being provided Is correct to the best of their knowledge.
Commission employees emphasize this to claimants and review receipts when provided by the claimaont,

The Commission will confinue fo explore appropriate ways fo help in this matter taling Info consideration ifs
avallable resources and scope of authority.
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Agency No. 403
Veterans Commission

| Firding 2-A:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

] Inconsistencies were noted on Human Resources policy management.

Recommendation Status Reported by Agency
| Develop specific ciferia | Status as of 6/30/98: IMPLEMENTED
and a rating scale for the

evaiugtion of the exscutive
director. in addition, the
Board should perform a
formal annual evaluation
of the executive director,

The Commission will evaluate the Executive Direcior on a yearly basis.

Expand petformance
appraisal system fo provide
a clear delineation
between ratings and
develop examples to
support each rating.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98

New performance appraisal forms are being designed with examples
supportng the rating.

Improve the
documentation
maintained in personnel
files to justify pay actions.

Status as of 6/30/98: IMPLEMENTED

The Commission has implemented a more structurad promotion process for
clerical personnel, which clearly justifies promotion decislons.

Management's Response from Qrigingl Report:

There is no such thing as a perfect evaluation system; however, the Compmission has worked diligently over
the years fo improve ifs systern and will continue to do so in the future.

The Cornmission Board will consider formalizing lis present system of providing feedback to and evaluating
the Executive Director by adding an annual performance evaiuation,

The clericol perscnnel mentioned in the audit met the necessary criteria for promotlon established by the
Commission. Even though there was wriften documentation In the files, the Cormmission will review the
documentation to see how it can be improved.
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Agency No. 403
Veterans - Commission

i iﬁdih’éi'z'-B: Overall Status as of 6/30/98: IMPLEMENTED

| The Commission does not require wiliten receipts before preparing purchase vouchers.

Recommendation Status Reported by Agency
3 "»‘We recommend that the Status as of 6/30/98: IMPLEMENTED
§ Cornmission consistently

|} use the receipt report to TVC has strengthened the procedure by creating a form for receipt of

J help ensure compliance supplies. The strengihened procedurs is working weil,
4§ with its policy.

m Qrgingl

The Commission agreed with the State Auditor that verbal confimation that goods and services had been
received was not sufficient. it is Commission policy fo require written confimation that goods and services
had besn recelved. On g few occasions, In the Interest of prompt payment of vendors, vouchers had
) been prepared after only verbal confimation had been received. For this reason, the Commission created
the Equipment and/or Supply Recelpt Report to strengthen the Commission policy., Afthough there are no
incidents to the Commission paying for goods and services that were nof received, the Comrmnission
concurs that the use of the strengthened documentation procedures facilitates better control,
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Agency No. 405

Department of Public Safety

A legisiative Information Review of the Texas Department of Public Safety
SAQO Report No. 97-087, August 1997

Finding 1-A: Overalt Status as of 6/30/98: PARTIALLY IMPLEMENTED
Weaknsesses in evaluation, selecting and training employees may adversely iimit overall employee
effectiveness.

Recommendation Status Reported by Agency
Revise aspects of HR

policies. specifically:

.

Formal written annuat
evaluations for
management

Document direct
appoinfment
hires/promotions

Comply with reference
check policy

Retain important
documents in
centralized database

Status as of 6/30/98: IMPLEMENTED as of 2/28/98
A policy change has been implemented and all DPS employees,
including the Director, now receive formal documented performance
evaluations.

Startus as of 6/30/98: IMPLEMENTED as of 2/28/98

DPS human Resources now retain documentation of all DPS Director
direct appointments.

Stortus as of 6/30/98: IMPLEMENTED as of 2/28/98

A policy change has been implemented requiring employment
reference checks as recommended.
Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98

Data entry work Is ongoing to complete the fraining record
consolidation.

Management’s Response from Origingl Report:

Policy changed fo require formal documented performance evaluations be complated annudlly for ai
DPS employees, including the Director.

DPS Human Resources will retain wiiften justification of selection and quaiifications of individuals considered
for direct appoiniments fo DPS posifions by the Director.

Poflcy changed fo require employment reference checks for all new appiicants appointed o position af
the DPS and specifled security sensitive positions will also Include g detalled background check.

All employee training records are being combined into a cenfralized database by temporary data eniry
operctors with a completion date of 12/97.

Management skill fralning for present supervisory and management personnel is being enforced with
fime fine goal for $/98.
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Agency No. 405
Department of Public Safety

Finding 1-B: Overall Status as of 6/30/98: IMPLEMENTED

Management has not implemented standards for information resources 1o reduce costs and improve
integrity of confidential and sensifive date.

Recommendation Status Reported by Agency
Establish an overdall Steering | Status as of 6/30/98: IMPLEMENTED as of 2/28/98
Committee

Steering Committee meets monthly reviewing, prioritizing and directing
information resource issues.

implernent prior audit Status as of 6/30/98: IMPLEMENTED as If 2/28/98
recommendations
Year 2000 remediation efforts have diverted mony resources previously
devoted to system development methodology. A DPS change
management process continues 1o be refined as this will be a necessary
management tool for Y2K remediation,

M s P ; rigingl R :
Established Executive Steering Committee
Developed information fechnology standards to improve the sharing of infrastructure resources.

Finding 1-C: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Department should continue 1o lock for savings opportunities in flest management.

Recommendation Status Reported by Agency
Purchase solid color Status as of 6/30/98: PARTIALLY IMPLEMENTED as of 2/28/98
vehicles.

DPS has purchased and issued 14 solid biack pursutt vehicles with evaluation
being tabulated from DPS members and the public.

Reduce overall fieet size Status as of 6/30/98: IMPLEMENTED as of 2/28/98
and create car pools.

Heet reductions are occuming with continued analysis of additional areas for
reduction.

DPS will carefully analyze all available options and act in accordance with the best value for economy and
functionality.
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Agency No. 405
Depariment of Public Safety

Finding 2-A; Overall Status as of 6/30/98: IMPLEMENTED
DPS is not responding within 10 calendar days, as required by law, to all citizens who make open records
requests.

Recommendation Status Reported by Agency
We recommend Status as of 6/30/98: IMPLEMENTED as of 2/28/98
compliance and
nofification if information For the period of January 1998 through April 1998, DPS responded 1o 305
cannot be provided within | Open Records requests within an average of 8.09 business days.
10 days.

in

DPS has developed a mechanism to send a lefter to requestors when inforrmation cannot be sent within 10

days.

Finding 2-C-1:

Overall Status as of 6/30/98: IMPLEMENTED

Strengthen control over forfeited assets.

Recommendation

Status Reporfed by Agency

Adopt mandatory federal
compliance as a policy.

Status as of 6/30/98: IMPLEMENTED as of 2/28/98

Fully Implemented

Have intemal auditor
conduct federal
compiiance testing.

Status as of 6/30/98: IMPLEMENTED as of 2/28/98

Fully implemented

Manogement’s Response from Origingl Report:

DPS will comply with federal requirements with regard to the forfeited assefts program.
DPS wil use its Intermal Audit section to insure federal compilance.
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Agency No. 405
Department of Public Safety

¥ Finding 2-C-2: Overali Status as of 6/30/98: PARTIALLY IMPLEMENTED

Spending process using forfeited assets is outside normal planning process and may limit Legisiative
oversight.

Recommendation Status Reported by Agency

} Combine existing processes | Status as of 6/30/98: PARTIALLY IMPLEMENTED as of 2/28/98
{ that identify financial
needs info a single process. | improved communication within DPS and with the legisictive leadership
through the budgeting process has been aggressively emphasized as an
agency function. Unforeseen law enforcement needs under consideration
for funding from seizad assets will be brought to the attention of the
legislative leadership.

DPS will accompiish this by improving communications and reporting throughout the budgeting process.
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Agency No, 411
Commission on Fire Protection

1998 Small Agency Management Control Audit
SAQ Report No. 98-035, April 1998

Finding 1:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Commission has not maintained detailed support for the LAR. Because the audit report with the original
recommendation was not released until August 1997, the Commission did not have ample time to maintain
documentiation for the cument biennium’s LAR.

Recommendation Status Reported by Agency
Maintain detalled support | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 0t/ xx/xx
for all amounts in the
Legislative Appropriations The commiission is in the process of developing its Legisiative Appropriation
Request (LAR). Request for the 2000-2001 biennlum. The commission will maintain detalled

supposting documentation for the LAR. The Information in the file fo date
includes the LAR inshructions, historical budget data ond future budget
projections (including projected costs for the commission to move, should
that become necessary). In addition, each division manager is maintaining a

file of communications with their staff concerming the LAR development
process,

Contact: Gary L. Warren 9., Executive Director

, rom Origingl Report:

As noted In this report, the LAR for the current biennium was prepared prior fo the 1997 audit report, and
the agency had no way fo oddress this recommendation for the previous biennium. However, in

accordance with this recommendation, the agency is committed fo maintaining defalled support for the
fiscal year 2000-20071 LAR when It Is prepared.
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Agency No. 411
Commission on Fire Protection

{ Finding 2:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Commission is in the process of developing shori-term and long-term plans with clearly stated
objectives and a direct relationship 1o the Commission's mission and godais.

Recommendation

Status Reporied by Agency

The Commission should
improve its overall plan for
training, including
establishment of shori- and
long-term plans with cleary
stated objectives and a
direct relationship to the
Commission’s mission and
goals.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 09/01/98

The commission has developed an overdll plan for training which includes
short and long term plans with objectives that relate to the commission’s
mission and goals. The agency’s executive staff developed o framework for
the training plan, and an employee work group further developed the plan
in a series of meetings which commenced in April 1998. The training plan
specifically addresses the following areas: agencywide computer training;
training for employees to maintain required cerfifications; cross fraining and
career ladder training; budgst and management tralning; and personal
development. The plan also Includes the training approval process, sources
of training, fraining for regional personnel, recommendations for in-house
trainers. and performance appraisal training. (A copy of the draft training
document is attached to this report for the audifor’s review.) The agency will
implement the new fraining plan on September 1, 1998,

Contact: Gary L. Warren §r., Executive Director

’ bt
»

The overall fraining plan, which wilt follow these recommendations, will be completed by the end of Aprif
1998. The agency is currently developing on empioyee task group 1o review the draft-fraining plon and
make recommendations fo management regarding the final draft and Implementation.

STATE AUDITOR'S OFFICE

AUDIT RECOMMENDATIONS STATUS REFORT AS OF JUNE 30, 1998

PAGE 80




Agency No. 411
Commission on Fire Protection

Finding 3: Overall Stotus as of 6/30/98: PARTIALLY IMPLEMENTED
The Commission is currently conducting meetings fo determine how to establish a method for evaluating
fraining effectiveness.

Recommendation Status Reporied by Agency

The Commission should
improve its overall plan for
fraining, including
establishment of @ method
for evaluating
effectiveness.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 09/01/98

The employee work group mentioned In the previous section has identified
the agency’s performance appraisal system as the best method for
evaluating training effectiveness. The training committee noted that the
need for training. as well as the value derved from training. Is bullf into the
agency’s personnel evaluation plan, allowing each supervisor to monitor
fralning needs and speclfic accompiishments. In addition, the training plan
requires written summares as a follow-up to fraining. This information is
included in the training plon. As noted above, the agency willimplement the
fraining plan on September 1, 1998.

Contact: Gary L. Wamen 5r., Executive Director

Management’s Response from Qriginal Report:

The Commission is developing an employee fask group o review and make recommenddations regarding
the fraining plan. One of the smployee group ‘s tasks will be develop an evaluation mechanism. The
fargeted complefion date is the end of April 1998.

Finding 4:

OCverall Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION

The disaster recovery plan still kacks several essential elements that would help the Commission recover its
automated records should a disaster occur. Specifically, the plan lacks a format arrangement or contract
with a vendor regarding soffware and hardware, a description of equipment needed for recovery, the cost
of support, physical facilities or hot sites 10 be used, and the lines and data to restart operations.

Recommendation Status Reported by Agency
Enhance the disaster Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION Target Date: 12/31/98
recovery plan.

As noted in previous responses to the audit report, one challenge facing the
agency in this crtical area has been ifs abillity to aftract and retain
professional iR staff. The timetable for implementing this recommendation
was adversely affected because the two positions could not be filled within
the projected fime frame. As of the end of June, however, the agency has
filled its IR vacancles. To allow the new IR staff adequate time to orient
themselves with the ogency’s iR environment (including current issues,
projects, and reporting requirements), the agency will move the deadline for
compietion of the disaster recovery plan 1o December 31, 1998,

Contact: Gary L. Warren 5., Executive Director
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Agency No. 411
Commission on Fire Profection

Finding 4: Overgll Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION

The disaster recovery plan stiit lacks several essential elements that would help the Commission recover its
automated records should a disaster occur. Specifically, the plan lacks a formal arrangement or contfract
with a vendor regarding soffware and hardware, a description of equipment needed for recovery, the cost
of support, physical facifities or hot sites 1o be used, and the lines ond data to restart operations.

Recommendation | Status Reported by Agency

Management s Resoonse from Qrigingl Report:

The agency will give high priorty fo enhancing its disaster recovery plan in accordance with the auditor’'s
recommendations. with o targeted completion date of September 1, 1998. Furthermore, the agency is

grateful to the audltor's office for providing a great deadi of addifional information and assistance in
designing the agency’s disaster recovery plan.

Finding 5: Overall Stotus as of 6/30/98: FACTORS DELAY IMPLEMENTATION

Afthough the Commission ks bocking up budget information when changes are made to the budgst, this
financial information is not stored on the local area network (LAN). As a result, budget Information may be

backed up daily without duplication of effort. Under the current process, a greater opportunity for the loss
of important data continues to exist,

Recommendation Siatus Reporfed by Agency

Ensure regular backup of Status as of 6/30/98; FACTORS DELAY IMPLEMENTATION Target Date: 12/31/98
budget information is
performed. As noted in the previous discussion regarding the information resources
division of the agency. this area Is one which has been affected by the
agency's ability to atfract and retain professional IR staff. Among the
projects requiring IR staff involvement Is the redesign of the system for
maintaining budget data. The agency’s budget data will be moved from its
curent platform to a more secure, compliant and accessible system which
will allow for daily backups. Addifionally, the agency is in the process of filing
an important vacancy, the suppaort sevices division director. The agency
anficipates completing the hirlng process by mid-July. This posttion, which
merges the former budget director and support services director positions,
will be responsible for the agency’s budget-related activities. The agency
intends to await input from the new suppor services director 1o identify
tusiness and accounting software and programs to manage the agency’s
budgetary processes, Therefore, the agency will establish a revised deadline
of December 31, 1998 1o implement this recormmendation.

Contact: Gary L. Warren Sr., Executive Director

¢ fr (o]ls]

The agency pians to fransfer the budget information to the LAN no later than June 30, 1998, In conjunction
with the transfer, backup procedures will be implemented in gccordance with these recommendations.
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Agency No. 411
Commission on Fire Protection

Finding é:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Commission has not yet implemented the use of o multh-part form fo facllitate tracking of the location

and custody of assets.

Recommendation Status Reported by Agency
Use of multi-part Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 07/30/98
accountability forms to
facilitate tracking of the The commission has adopted and implemented a multk-purpose form, which
location ond custody of was reviewed and approved by the State Auditor's Office in May 1998,
assets Training for employees on the use of this form was completed in June 1998,

The form is cutrently in use for fracking and accounting for assets, Further,
the commission is cumently conducting a complets inventory of all its assets.
The projected completion date of the annual inventory is July 30, 1998. (A
copy of the mulil-purpose form Is atached to this report for the quditor’'s
review.}

Contact: Gary L. Warmren 3r., Execuflve Director

M Fs R > from Origingl Report:

The Commission agrees with and will implement all of the auditor’s recornmendations by Aprl 1, 1998

Finding 7:

Overall Status as of 6/30/98: IMPLEMENTED

The Commission has not provided training to supervisors regarding the Commission’s policies and
procedures for the accountability of assets. Mowever, the Commission is making plans fo fraln supervisors

before April 1, 1998.

Recommendation

Status Reported by Agency

Training of ¢l supervisors on
the Commission’s policies
and procedures for the
accountabilily of property

Status as of 6/30/98:; IMPLEMENTED

As stated above, the commission conducted fraining for supervisors and all
employess conceming the accountabillty of assets in June 1998, The
commission will aiso conduct annuat refresher training addressing the
agency’s asset management policles and procedures.

Contact: Gary L. Waren $r., Executive Director

Management's Response from Qrigingl Report:

The Commission agrees with and will implement all of the auditor's recommendations by Apiil 1, 1998,

N
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Agency No. 411
Commission on Fire Protection

¥ Finding 8: Overall Status as of 6/30/98: IMPLEMENTED

T

The Commission plans 1o communicate the policies and procedures to all employees within the
4 organization before Aprit 1, 1998,

Recommendation Status Reporied by Agency

Communication of policles | Status as of 4/30/98: IMPLEMENTED
and procedures to all
empioyees within the As noted above, the commission conducted asset management and
organizotion. accountability training for all employees in June 1998,

Contact: Gary L. Warren $r., Executive Director

Managgement's Response from Qrigingl Report:

the Commission agrees with ond willimplement all of the auditor's recommendations by April 1, 1998
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Agency No. 452

Department of Licensing and Regulation

An Audit Report on Performance Measures at 26 State Agencies
SAQ Report No. 97-077, August 1997

finding 1:

Overall Status as of 6/30/98: IMPLEMENTED

Adeqguate source documentation was not available for selecting and testing on the key measure "Percent
of Applications Processed Within Established Time Fraomes.”

Recommendation

Status Reported by Agency

Maintain g log of the
applicant’s name, license
number, application
recsived date and
application processed
date.

Status as of 6/30/98: IMPLEMENTED

IMB computer log implemented 3/1/98.

From this log count the
number of licenses issued
within established time
frames.

Stafus as of 6/30/98: IMPLEMENTED
Boller computer program implemented 6/1/98.
Elevator computer program implemented 6/15/98.

Contact; Pat Causey, Director of Professional and Business Licensing

Manggement's Response from Qriginal Report:

The IHB, Boiler and Elevator computer programs are implemented and the auditor's recommendations

met.
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Agency No. 453

Workers' Compensation Commission

An Audit Report on the Management Controls at the Texas Workers'
Compensation Comnmission
SAQ Report No. $8-019, February 1998,

Finding 1:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Executive management provides insufficient oversight of human resource (HR) management, Other
management levels inconsistently monftor and enforce compliance with HR policies and procedures.

Recommendation Status Reported by Agency
Execulive management Status as of 6/30/98; PARTIALLY IMPLEMENTED Target Date: 1/30/99
should provide sufficient
oversight of human Policiess and procedures revisions o the Agency's Human Resources Manual

resource management
and ensure that managers,
supervisors, and smployees
have aclear
understanding of human
rasource policles and
procedures.

are being drafted and will be reviewed by General Counsel. The process to
review human resources indicators and related audit report
recommendations by the Acting Executive Director and senior management
has produced significant results, particularly in the areds of performance
evaiuations and functional job desciiption updates. In addition, the new
Acting Executive Director has increqsed reviews of human resources
management frends 1o each weekly Directors meeting 1o aliow a broader
coverage of subjects. An Executive Director Is expected to be hired within
three months. it s estimated that an additional three months will be required
for the new Executive Director 1o review existing policies and controls and to
formulate any necessary revisions 1o Executive level policy for oversight of
Human Resources Management.

Contact: Linda Farrow, Director, Administration.

Management's Response from Original Report:

Concur. Executive management has inifiated action that will provide effective oversight to humaon
resource managernent. Humon Resources staff has been directed to ensure that all hurman resource
polictes and procedures are clearly written and made availabie to all Commission empioyees.
Additionally. key indicators Involving Human Resource areas are being presented 1o the Executive Director
at one of the regular weekly director's meetings each month, These presentations provide the forum for
the Executive Director 1o review program status with senfor management staff and fo provide necessary
guidance and direction fo ensure that the programs are, and remain, on track.
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Agency No. 453

Workers' Compensation Commission

Finding 2:

Overall Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION

The Commission’s aged mainframe computer is nearing full capacity, has high operating cost, and has siow
response times. Not all MiS policies and procedures have been findlized orimplemented, A data
management process for collecting, storing, retrieving, and archiving data does not exist. Current plons do
not provide a clear understanding of the Commission’s technical direction.

Recommendation

Status Reported by Agency

MIS policies ang
procedures in draft form
should be formalized and
implemented.

Status as of 6/30/98: PARTALLY IMFLEMENTED Target Date: 12/31/98
The Commission has outsourced its mainframe computing capacity 1o the
West Texas Disaster Recovery and Operations Center. Part of the contract
for these services includes a procedures manual. The procedures manudl will
include updating, formalizing, and implementing procedures for mainframe
operations, production control, security, etc. This has a contracted
completion date of August 25, 1998. The Cornmission has established a
System Development Life Cycle workgroup 10 address apphcoﬂon
development procedures.

The creation and ongoing
maintenance of a data
model for the workers’
compensation
environment,

Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION
Target Date: 12/31/98

The Commission has begun an initial data element inventory of the daia
collected by the agency. Additional work is required and will be part of the
redesign plan of the Commission’s legacy applications. This process has
been delayed by the year 2000 work In progress and the amount of testing
that is required by the same staffing resources that will be required in this
project. The Year 2000 project is scheduled for completion at the end of
September. The agency is aiso in the process of developing o Request for
Information that will provide a contractor that will assist the agency in
determining the direction the agency will fake regarding the redesign of its
legacy systems. Using this information, a plan on how o proceed will he
developead by the target date of 12/31/98.

Give priority to data
problems that impact
levels of service and quality
of information

Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION

Target Date: 12/31/98

The Commission has begun an initial data element inventory of the data
collected by the agency. Additional work is required and wili be part of the
redesign plan of the Commission’s legacy applications. This process has
been delayed by the year 2000 work in progress and the amount of testing
that is required by the same staffing resources that will be required in this
project. The Year 2000 project is scheduled for completion at the end of
September. The agency is also in the process of developing a Request for
information that will provide a contractor that wilt assist the agency in
determining the direction the agency will tcke regarding the redesign of its
legacy systems. Using this information, a plan on how to proceed will be
developed by the target date of 12/31/98.
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Agency No. 453
Workers' Compensation Commission

Finding 2: Overali Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION

The Commission's aged mainframe computer is nearing full capacity, has high operating cost, and has siow
response times. Not ali MIS policies and procedures have been finalized or implemented. A data
management process for collecting, storing, refrieving, and archiving data does not exist. Current pians do
not provide a clear understanding of the Commission's technical direction.

Recommendation Status Reported by Agency

Establishment of a cycle Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION

plan for performing. ,

evaluating, and reporting Target Date: 12/31/98

on the data mancgement The Commission has begun an initial data element inventory of the data

process collected by the agency. Additional work is required and will be part of the
redesign plan of the Commission’s legacy applications. This process has
been delayed by the year 2000 work in progress and the amount of testing
that s required by the same staffing resources that will be required in this
project. The Year 2000 project is scheduled for compietion af the end of
September. The agency is aiso in the process of developing a Request for
information that will provide a contractor that will assist the agency in
determining the direction the agency will fake regarding the redesign of ifs
legacy systems. Using this information, a plan on how to proceed will be
developed by the target date of 12/31/98.

The Commission should Status as of 6/30/98: IMPLEMENTED as of 12/97

obtain the Department of

Information Resources A copy of DIR's The Architecture Framework for information Resources

gulde, The Architecture Management was obitained in December 1997 and is being used to develop

Frarmework for information | a standards based architecture, Completed.

Resource Management,

which provides the

guidance needed fo

%%Vrﬁ,:glggs?gmg Contact: Paul Gamer, Director. Management Information Systems.

Management’s Response from Qrigingl Repor:
Concur. The MIS division will review, formalize, and implernent droft policies ond procedures.

Concur. The Cormnmission will continue ifs efforfs to evaluate and improve the gata it coliects and the
mechanisms used fo coliect the data. The WCIPT (Workers’ Compensation information Flanning Tearm) has
begun efforts 10 review the data elements and forms needed for Commission Information. The Cornrnission
will infticte an evaluation of the creation and maintenance of a data mode! for the workers' compensation
environment. The Commission will alsc evaluate establishing a cycle plan for performing. evakiating, and
reporfing on the data management process. This will be done in conjunction with the data model

Coneur. The Commission obtained ‘The Architeciure Framework for informafion Resources Management.”
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Agency No. 467
Board of Private Investigators and Private Security Agencies

Overall Conclusion

The new management of the Board of Private Investigators and Private Securlty Agencies
(Board) is taking corrective action — and in some cases has completed corrective action — on
all recommendations from our March 1997 audit report, The General Appropriations Act
(agency Rider 4) requires that we report semiannually on the progress of the Board in addressing
audit issues. This is the second of the semiannual reports we will provide under the terms of this
rider. The oftached table provides detail on the Board's progress and the status of our review.

A Follow-Up Review on Management Confrols af the Board of Private

Investigators and Private Security Agencies
SAQ Report No. 97-048, March 1997

Finding 1: Overall Status as of 6/30/98: IMPLEMENTED
Trave! and purchase vouchers had been fakified,
Recommendation Status Reporied by Agency
Ensure that vouchers and Status as of 6/30/98: IMPLEMENTED s of 10/31/97
supporting documentation
aie frue, accurate, and New procedures have been implemented.

correct. Ensure that only
reasonable and necessary | Implementation Verification by SAO
expenses are incurred for
board mestings. SAO reviewsd 7 travel vouchers In December, and found that all 7 were

propery authorized.
Manggement’s Response
from Qrigingl Report:

Changes will be made to
plonning and conduct of
Board meefings. The
Actling Chief Accounfant
will carefully review frave!
and purchasing guldelines
with senior staff, Contact: Jay Kimbrough, Executive Director
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Agency No, 467

Board of Private Invesligators and Private Security Agencies

Finding 2:

Overaill Status as of 6/30/98: IMPLEMENTED

Board did not follow state purchasing requirements:

« It did not obtain compelitive bids for fraining courses.
s [t split purchases fo avold requirement to comply.
+  Contocts were vague, they did not contain deliverables or specifics.

Recommendation Status Reported by Agency
Comply with purchasing Status as of 6/30/98: IMPLEMENTED as of 10/31/97
requirements; sfructure
confracts 1o be specific. New procedures have been implemented.
Maonagement's Response | Implementation Verification by SAQ
Trom Original Report:

The Board will comply in
the fulure,

The SAQ considers this recommendation 1o be partially implemented.

The SAQ reviewed procedures in place. in addition, in accordance with the
Board's Rider No. 5, the Board has submitted contracts to the General
Services Commission for its review in Fiscal Year 98, SAQ reviewed several of
these contracts both before and after submission to the General Services
Commission. 1t appears that the Board has made changes as
recommended and that the General Services Commission’s review was
substantive,

A recent post-payment review of the agency performed by the
Compitroller’s office suggests that there Is still some improvement to be made
for some kinds of purchases, The agency will implement these changes and
the Comptroller's office will review again within the next six months.

Contact: Jay Kimbrough, Executive Direcior

Finding 3: Overall Status as of 6/30/98: IMPLEMENTED
The: Board paid first-class airfare without supporting documentation fo show those were the only tickets
available. :

Recommendation Status Reported by Agency
Comply with General Status as of 6/30/98: IMPLEMENTED as of 12/31/97
Apupropriations Act.

New procedures have been implemeniad.

Management’s Response
from QOriginal Report: implementation Verification by SAC
The Board reaffrmed a SAQ aghtended the Comptrolier of Public Accounts’ fraining on travel when
policy of lowest possible this fraining was provided to the Board members in December 1997, In

airfares in February 1967,

addition, we tested seven recent fravel vouchers and found no exceptions.

Contact: Jay Kimbrough, Executive Director
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Agency No. 467

Board of Private Investigators and Private Security Agencies

Finding 4: Overall Status as of 6/30/98: IMPLEMENTED
Invoices were not paid in a timely maonner. Ten of 30 tested were paid offer due date; 5 of the 30 were not
paid within 30 days.

Recommendation Status Reported by Agency

Develop and implement
policies and procedures 10
ensure that bills are paid in
a fimely manner.
Manogement's Response
from Original Report:

This issue was addressed in
February 1997,

Status as of 6/30/98: IMPLEMENTED as of 12/31/97

New procedures have been implemented. The Board has caught up on
overdue payments as of December 1997.

implemeniation Verification by SAO

SAD confimed that payments were current within one week in December.
The Comptroller's office will be doing an extensive review of the Board's
procurement within the next six months. This review will inciude compliance
with the prormpt payment requirements,

Contact: Jay Kimbrough, Executive Director

Finding 5:

Overall Siatus as of 6/30/98: IMPLEMENTED

Board uses exception-based timekeeping system, not a positive assertion based system,

Recommendation

Status Reporied by Agency

Start using a system that
requires employees to
report hours worked as well
as leave taken. The form
used to report fime
inforrnartion shouid include
a staternent holding
employee responsible for
accuracy of the
inforrmation.

.
Wﬁmﬂsﬁj Srigingt R ;

The Board now uses a
positive fime keaping
system in which each
employee. under supervisor
scrutiny, is required fo
account for alf hours
actually worked. This new
procedure became
effective on March 1, 1997.

Status as of 6/30/98: IMPLEMENTED os of 2/28/98

Timekeeping systerm was changed March 1997 and revised once in June
1997 and again in November 1997,

As of Februcry 6, 1998, the conversion from the manudl system to the
Compirolier of Public Accounts’ aufomated systemn is complete.

Implemeniation Verfication by SAC

SAQO reviewed the policy related 1o fime sheets and the form used for fime
sheets as of December 1997. The new form has space for including the
number of hiours worked; the amount of sick leave, annual ieave, and
compensatory leave used and taken; the approval of a supervisor; and the
certification of gecuracy by the employee.

Contact: Jay Kimbrough, Executive Director
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Agency No. 467

Board of Private Investigators and Private Security Agencies

§ Finding 6: Overall Siatus as of 6/30/98: IMPLEMENTED
The Board should identify ways 1o expedite the Investigative processes and decrease the backiog of
investigation cases.

Recommendation Status Reportect by Agency
Prioritize process Status as of 6/30/98: IMPLEMENTED as of 1/31/98
investigation cases.

o dentify ways to
expedite Investigative
process and decrease
backlog.

¢ Report performance
information on the
status of cases. (The
initicl report listed
examples of
meaQsures.)

s

from Qrginal Report:

The Board wilf confact
other licensing agencles by
April 1, 1997, to get help in
draffing procedures and
will pursue a solution 1o
backiog until it Is
eliminated. Investigations
Division will set monthly,
quarterly, ond annual
targets for reducing,
eliminating the backiog.

The backlog has been eliminated.

Between September 1997 and January 20, 1998, the Investigations Division
opened 1,694 cases and closed 2,250 cases. The Board considers the level
of open cases at this point to represent an appropriate level of open cases
and not a backlog.

implementation Verification by SAQ

SAQ reviewed the priorities that were set In policy as of June 1997,

As of January 1998, we confirmed that the backiog in investigations has
indesd decreased. On thot date, there were 2,056 cases open, significantly
less than the backlog of 3.323 that existed in our March 1997 report. The
number of cases continues to decrease. On March 10, 1998, there were
1,234 open cases.

Contact: Jay Kimbrough, Executive Director
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Agency No. 467

Board of Private Investigators and Private Security Agencies

Finding 7:

Overall Status as of 6/30/98: IMPLEMENTED

Managsment does not recelve the Infomation it needs on status of investigations. The information ls
available; however, it is not aggregated in a user-fiendly manner.

Recommendation

Status Reported by Agency

Executive management
and the goveming board
should receive
performance information
on the status of cases from
the point they are received

to the flme they are closed.

Maonagement’s Response
from Qriginal Report:

The head of Investigations
Division will contact other
agenciles for assistance.
The Investigations Division
willl prepare a monthiy
report for Executive
Director summarizing
backiog and prionitizing
next month’s efforts.
Automated Services will
obtain o database thot will
improve reportfing. The
Investigations Division will
set annual, monthly, and
quarterly targefts for
sliminating backliog

Status as of 6/30/98: IMPLEMENTED as of 10/31/97

The Executive Director Is now receiving a weekly report that includes the
number and type of investigalions by investigator. and the number and type
of investigations closed and pending by investigator.

Implementation Verification by SAC

SAO reviewed the information that management receives. The report

provides surnmary Information, as well as open investigations by investigator.
In addition, this ties to additional detail based on case number.

Contact: Jay Kimbrough, Executive Director
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Agency No. 467

Board of Private Investigators and Private Security Agencies

Finding 8:

Qverall Status as of 6/30/96: IMPLEMENTED

The Board has established a hierarchy of computer access. However, some employees have unnecessary
access to changing and renewing records of an individual.

Recommendation

Status Reported by Agency

The Board should establish
a hierarchy of access that
limits employees’ abllity to
affect licensee dato based
on their job responsibliity.

Management's Response
emant s Raso

A review of employee
need for licensee data
change access was
performed in December
1996 ond only those
amployees with specific
Jjob responsibiiities that
require changing licensee
dota are able to access
change functions within
the Board's computer
system.

Status as of 6/30/98: IMPLEMENTED as of 10/31/97
Change access has been limited.
Implementation Verification by SAQ

The Board is considering new licensing soffware, and is exploring the different
optlons. DIR is involved in these discussions.

Contact: Jay Kimbrough, Executive Dlrector
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Agency No. 467

Board of Private Investigators and Private Security Agencies

Finding 9: Overall Status os of 6/30/98: IMPLEMENTED
Records retention schedule needed to be updated.

Recommendalion Status Reported by Agency
Update schedule fo show | Status as of 6/30/98: IMPLEMENTED as of 1/98

how long records will be
refained, and what is
actually “readily availoble.”

Management's Response
o Criaingl B :

Done March 1997,

The records retention schedule was revised in June 1997 and again in
January 1998.

implementation Verification by SAQC

SAQ reviewed the January 1998 retention schedule as submitted fo the Siate
Library.

Contact: Jay Kimbrough, Executive Director

Finding 10:

Overall Status as of 6/30/98: IMPLEMENTED

Not dll divisions have written procedures for all positions and functions.

Recommendation

Status Reported by Agency

Develop or complete
writien procedures for
Licensing, Investigations,
and Accounting divisions.

Management’s Response
vom Oricinal Repart

All divisions now have staff
flow charts. Descriptions
and instructions for jolo
tasks will be completed by
September 1, 1997.

Status as of 6/30/98: IMPLEMENTED
Hearings Division manual is compiete as of 11/97.
Manual for investigations Division was completed in February 1998.

Manual for Administration Division manug! is complete as of May 1998,
The License Division Handbook had diready been completed.

Contact: Jay Kimbrough, Executive Director
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Agency No. 467

Board of Private Investigators and Private Security Agencies

Finding 11:

Overall Status as of 6/30/98: IMPLEMENTED

Current procedurss do noft roufinely include a process for review and approval of decisions fo purchase

goods or services.

Recommendation

Status Reported by Agency

The Board should consider
incliuding review and
approval procedures for
each ggency process.

Management's Response
: Stiainel B ._

Review and approval
procedaures for purchasing,
fravel, and accounting
have been odopted as
policy. This policy became
effective in February 1997.

Status as of 6/30/98: IMPLEMENTED as of 10/97

Review and approval processes have been implemented for expenditure
and disbursement decisions

implementation Verification by SAO

SAD has reviewed the procedures, and recent purchases appear to have
been appropriately approved.

Contact: Jay Kimbrough, Executlve Direclor

Finding 12:

Overalt Siatus as of 6/30/98: IMPLEMENTED

The Board has implemented procedures requiing documentation of the receipt of goods and services
prior fo paying disbursement vouchers. However, in cases whete the recaipt of these goods and services is
not documented, the person who approves the voucher verifies that the goods were received. This results
in an incdequate separation of dufies.

Recommendation

Status Reported by Agency

The Board should require
docurmentation for receipt
of goods and services
rendered prior to paying
disbursement vouchers.

2

Ji?

On March 17, 1997, the
Board defegated the
responsibility of receiving
goods o specific
individuals who will indicate
on the receipt or invoice
that the goods or services
were acfudlly received.
These individuais have no
responsipility for either
purchasing or paying for
the goods received.

Status as of 6/30/98: IMPLEMENTED os of 10/31/97

Policies have been Implemented.

Implementation Verification by SAC 7

SAQ reviewed the procedures. In December 1997, we tested three
purchases made in October and November. We found that the receipt of

two of the purchases wos adequately documented, but that the receipt of
one was not.

Contact: Joy Kimbrough, Executive Director
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Agency No. 467

Board of Private Investigators and Private Security Agencies

Finding 13:

Overall Status as of 6/30/98: IMPLEMENTED

Cash recelpts are not adequdtely safeguarded, Cash receipts are processed throughout the day and are
left on desks in an unsecured room. In addition, there are no documented procedures to ensure that cash
receipts are accounted for, safeguarded, or deposiied in compliance with the three-day rule.

Recommendation

Status Reported by Agency

Implement procedures 1o
ensure that alf cash
receipts are accounted for,
safeguarded, and
deposited in compliance
with the three-day rule.

Manogement's Response
from Qrigingl Report:

Policies and procedures
were implemented in
February 1997 to ensure the
sofeguarded hondiing of
and accounting for olf
cash receipts (cash,
checks. cashier's checks).

Status as of 6/30/98: IMPLEMENTED as of10/31/97

Cash payments are no longer accepted at the Board. Receipts of checks
and money orders are now deposited within three business days or four
calendar days.

Implementation Verification by SAQ

$SAQ has reviewed procedures related 1o cash receipts.

Contact: Jay Kimbrough, Executive Director

Finding 14:

Overall Status os of 6/30/98; IMPLEMENTED

There is a lack of separation of duties over data entry and reconcillation of payroll and time keeping. One
employee performs data authorization, data entry, verification, correction, payroll preparation, and time
keeping function for the entire Board. In addition, fixed asset management is not adequately segregated.
The Board's property manager for fixed assets tags them as they are received. and updates and reconciles
them to the Statewlde Properfy Accounting System.

Recommendation

Status Reported by Agency

Segregate the duties over
the varous accounting
functions.

from Qrdginal Report:

All accounting functions
and their review and
reconcliiation have been
segregated and assighed
to separate individuals
effective March 1997.

Status as of 6$/30/98: IMPLEMENTED as of 10/97

Payroll has been separated info fimekeeping. data entry, and reconcliiation.
New proceduras have also been developed for fixed assefs.

Implementation Verification by SAC

SAQ has reviewed the procedures that are now In place. However, we have
not fested compliance.

Contact: Jay Kimbrough, Executive Director

STATE AUDITOR'S OFFICE

AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998

PAGE 97




Agency No. 467

Board of Private Investigators and Private Security Agencies

Finding 15: Overall Status as of 6/30/98: IMPLEMENTED
The Board has not developed procedures for the review and approval of statewide accounting system
1 transactions.
Recommendation Status Reported by Agency

Establish management
review and approval
procedures for releasing
accounting transactions
that update the statewlide
accounting systems.

Management's Response
j Sriainal P ;

Effective February 1997, all
accounting functions that
are entered info the
statewide accounting
systerm were segregated
for purposes of review and
reconclliation and are
assigned fo separate
individuals.

Status as of 6/30/98: IMPLEMENTED as of 10/31/97
Procedures have been developed and implemented.
Implementation Verification by SAC

SAQ has reviewed the procedures. We have not tested compliance with the
procedures, nor have we ensured that these procedures are adequate.

Contact: Jay Kimbrough, Executive Director
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Agency No, 467

Board of Private Investigators and Private Security Agencies

| Finding 16:

Qverall Status as of 6/30/98: IMPLEMENTED

The Board has not performed Falr Labor Standards Act (FLSA) status checks to determine exempt or non-

exempt siatus of employees.

Recommendation Status Reportad by Agency
Implement control Status as of 6/30/98: IMPLEMENTED as of 10/97
procedures that require

periodic reevaluation of
dutles and responsibilities of
all positions to assess the
accuracy of each
employee's FLSA sfatus
determinations. In
gaddition, the Board should
maintain documentation
of these ossessments ond
ensure that the
determinations are
communicated to all
employess.
Monagement's Response
from Qriginal Reporf;

The Board has appointed a
new FLSA complionece
coordinator effective
February 1997,

At the end of October, dll positions were evaluated for FLSA status.
Employees have been notifled of their current FLSA status.
Implemantation Verification by SAO

Implementation Verification by SAO
SAO reviewed the acknowledgment of notification. It appears that only the

Executive Director and the four Division Directors are considered exermnpt for
FLSA pumoses.

Contact: Jay Kimbrough, Executive Director
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Agency No. 467

Board of Private Investigators and Private Security Agencies

Finding 17:

Overalt Status as of 6/30/98: IMPLEMENTED

Four of the five division chiefs have not had a performance evaluation in five years. The only supporting
documentation in the personnel flles for personnel actions is the performance evaluation. There are no
records of the selection process in the personnel files, nor is there a rating scale or matrix recording the
selection process. The Executive Director has not recelved a format written evaluation from the Board.

Recommendation Status Reported by Agency
Implement controls to Status as of 6/30/98: IMPLEMENTED as of 1/98
ensure that periodic

performance evaluations
are based on specific,
objective, performance-
based evaluation criteria.
The Board should also
maintain adequate
supporting documentation
in employee files fo support
personnel actlons,
Additionally, the Board
should maintain records of
the selection process,
including the reasons why
an applicant is or is not
selected. The Board should
consider using a ratfing
scale or matix to record
the selection process.

Management's Response
5 S faingl R :

Effective Septermber 1996
the Board has
implernented new
procedures that enable an
accurate evaluation of
employee performance
based on specific.
objective, perforrmance
based criteria.

The Boaord staff will contact
sirnilar-sized agencies for
assistance in developing
evajuation criteria for the
Executive Director fo be
used by the Board

Procedures are being
implermented to Insure that
proper supporting
documentation is
contained In the personnel
files relating to personnel
actions.

Performance reviews are now annual for most employees, with additionad
review for new employees. In January 1998 the Executive Director notified
the goveming board that his six- month evaluation would be due on Aprii 16
and that his annual evaluation would be due every October 16, He clso
provided the governing board with coples of formats that other state
agencies have used.

Divislon directors received evaluations in April 1998.
Implementation Verification by SAC

SAQ confirmed that all supervisors were required to evaluate staff by
October 31. in addition, we tested the personnel files of six non-exampt
employees to ensure that there were cument evaluations and thatf pay
changes were supported by evaluations. Five of the six employees had
received performance evaluations during the last 12 months. One of these
had received a pay increase, and his evaluation supported this increase.

We reviewed the six-month evaluation that the Executive Director received
from the goveming board.

Contact: Jay Kimbrough, Executive Director
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Agency No. 476
Texas Racing Commission

1998 Small Agency Management Control Audif
SAQ Report No. 98-035, April 1998

Finding 1-A:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Ensure Licensees Meet Licensing Requirements.

Recommendoation

Status Reported by Agency

We recommend that the
Commission revise and
appropriately modify its
occupational licensing
procedures to ensure that
the required support for
edch type of license is
obtalned and
documented before
granting occupational
ficenses.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98

Contact: Darrell Shook, Director of Occupational Licensing

Management's Response from Qrigingl Report:

The Commission has begun a review of ifs cceupational licensing procedures and will complgte the revision
and docurnentation of the procedures by September 1. 1998,

Finding 1-B:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Strengthen the enforcement process.

Recommencdation

Status Reported by Agency

Clarify its policies and
procedures regarding (1)
the intended use of its
penaity guidefines for
medication violations and
(2) how stricily the
Commission intends for the
guidslines o be followed.

Status as of 6/30/98: IMPLEMENTED

Contact: Mike Bureson, Deputy Director for Racing

Develop writfen pendlty
guidelines for non-
medication violations, and
distinguish between serious
and minor violations.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98

Contact: Mike Bureson, Deputy Director for Racing
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Agency No. 476
Texas Racing Commission

Finding 1-B: Overail Status as of 6/30/98: PARTIALLY IMPLEMENTED
Strengthen the enforcement process.

Recommendation Status Reported by Agency
Develop guidelines for Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98

dedling with licensess who
commit mulliple violations.
These guidetines should
include criteria for revoking
and for not renewing
licenses. The Commission
could use ifs rulings

databaose to frack muttiple

offenders and enforce

guidelines. Contact: Mike Bureson, Deputy Director for Racing

Davelop procedurss for Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/08

reviewing Stewards’ and
Judges’ rulings 1o ensure
consistency with the

penalty guidslines. Contact: Mike Burleson, Deputy Director for Racing
t fr rigingl it

The Commission has had penaity guidelines for medication violations for both horses and greyhounds since
1991. The acgency connot state with cerfainty, however, the extent 10 which these guldelines have been
commuricated fo the Stewards and Judges or to which they gre being used.

On February 17, 1998, the Commission disinbuted to all Stewards a memorandum reiterafing the penalty
guldelines for medication violations in horses and ciarifying the procedures for documenting mifigoting
circumstances thot result in penalties thot deviate from the guidelines. The Commission plans to issue o
simiiar mermorandum for medication violations In grevhounds by the end of March 1998. The Commission
plans to complete penalty guidelines for other types of common viclations by September 1, 1998, 1o
ensure consistent appfication of the guidelines, the Commission will develop a procedure for reviewing
rufings which will be fully implemented by Sepfember 1, 1998,

The written policies regarding repeat offenders will be compieted by September 1, 1998
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Agency No. 476
Texas Racing Commission

Finding 1-C:

Overall Sfalus as of 6/30/98: PARTIALLY IMPLEMENTED

Enhance the inspection process.

Recommendation

Status Reported by Agency

implement steps to ensure
that all required inspections
are performed annually or
gs directed In the
Cormmission’s policies and
procedures,

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 1/1/99

Contact: Contact: Paula Flowerday, Executive Secretary

Redesign the
Commissioners’ report
format o show status and
resulis of gli types of
inspections.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 1/1/99

Contact: Contact: Paula Flowerday, Executive Secretary

Ensure that inspection
reports and inspection files
are complete.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 1/1/99

Contact: Contact: Paula Flowerday, Executive Secretary

M ent's R p iginal R ,
The Commission is in the process of raeviewing the inspection program procedures ond will have
appropriate revisions implemented by January 1, 1999,

Finding 2-A:

Ovaerall Status as of 6/30/98: IMPLEMENTED

Establish controls over celiular telephones,

Recommendation

Status Reported by Agency

We recommend that the
Commission develop and
implement policies and
procedures over celiular
telephones to ensure:

The Commission monitors
celiulor telephone billings
and use,

Status as of 6/30/98: IMPLEMENTED

Coniact: Contact: Paula Flowerday. Executive Secretary

Ernployees reimburse the
Commission for any
personal telephone calis
on a cellular telephone
whose billings are paid by
the Commission.

Status as of 6/30/98: IMPLEMENTED

Contact: Contact: Padla Fiowerday, Executive Secretary

Employees sign a property
form when issued a cellular
telephone.

Status as of 6/30/98: IMPLEMENTED

Contact: Paula Fliowerday, Executive Secretary
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Agency No. 476
Texas Racing Commission

Finding 2-A: Overall Status as of 6/30/98: IMPLEMENTED

Establish contfrols over cellular telephones.

, ; Srigingl R .
On February 1, 1998 a celiular telephone policy to prevent and detect misuse of celluior telephones was
implemented.

As of February 22, 1998 each employes of the Commission assigned any state equipment is required fo sign
a Property Receipt Form.

Finding 2-B: Overall Status as of 6/30/98: IMPLEMENTED
Improve contrals over travel voucher processes

Recommendation Status Reported by Agency
We recommend that Status as of 6/30/98: IMPLEMENTED

management follow state
ravel regulations and
comply with ifs infernal
policles and procedures for
approving fravel vouchers. | Contact: Tim Craig, Director of Finance and Accounting

Management's Response from Qriginal Report:

In Jonuary 1998, the Commission issued a revised employee handbook which contains speclfic information
regarding travel obtained from the State Auditor's Human Resources inventory 1998-99.
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Agency No. 476
Texas Racing Commission

Finding 2-C: Overall Status as of 6/30/98: IMPLEMENTED

Correct wegknesses with petty cash and travel advance accounts.

Recommendation Status Reported by Agency

Change the lock fo the Status as of 6/30/98: IMPLEMENTED
office or desk in which the
checkbooks are kept,
assign keys to only those
employees that need
access based on thelr job
duties, and keep account

of who has a key. Contact: Tim Cralg. Director of Finance and Accounting
implement femination Status as of 6/30/98: IMPLEMENTED

procedures that include

deleting check signing

authority and retuming
keys for staff on thelr last
day of employment.
Employ a checkllst that Is
inifialed by the person
doing the deletion and
receiving the key. Contact: Tim Craig, Director of Finance and Accounting

Require that disbursements | Status as of 6/30/98: IMPLEMENTED
from petty cosh ond travel
advance funds be Procedure implemented:
supported by an invoice of | Procedure manuadl In progress
receipt and be prepared
and approved by separate

people. Contact: Tim Cralg, Director of Finance and Accounting

1 ] |

The Accounting Division has secured the fwo checkbooks for petty cash ond fravel advance funds into o
locked file cabinet. The Chief Accountant and Chief Financlal Officer are now ensuring invoices, receipts,
and other documentation support petfy cash and travel advances and that requests have appropriate
approvals.

The signature cards for the petty cash and fravel advance fund accounts are being changed to reflect
organizational changes. One of the immediate duties the new Chief Financial Officer will assume will be to
develop a comprehensive Accounting, Purchasing, and Payroll Policy and Procedure (APP) Manual for the
agency. This manuadl will be implemented no later than September 1. 1998.

In addition, the Commission has implemented o checklist for this purpose which includes the initicls of the
person deleting check signing authority, retum of keys, and deleting access fo accounting systems.
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Agency No. 476
Texas Racing Commission

Finding 2-D:

Overall Status as of 6/30/98: IMPLEMENTED

Deposit cash receipts within three business days.

Recommendation Status Reporied by Agency

Make all deposits within the
required three days or
arrange for an extension as
outlined In Government
Code Section 404.094.

Status os of 6/30/98: IMPLEMENTED

Contact: Tim Craig. Director of Finance and Accounting

M e wom Origingl B :

The Commission Is requesting an exemnption 1o the 3 business-day requirement. If the exempifon is
approved, the Commission will provide written notice fo the State Audifor and the Treasurer in accordance
with V.T.C.S. Govemment Code §404.094. If the exemption is not approved, the Commission will revise its
procedures regarding fiming of deposits and processing of license applicafions.

Finding 2-E:

Overall Status as of 6/30/98; IMPLEMENTED

Improve controls over disbursements and purchasing.

Recommendation

Status Reported by Agency

Ensure that a separation of
duties exists between the
person receiving goods
and the person preparing
the payment voucher

Status as of 6/30/98: IMPLEMENTED

Procedure implemanted:;
Procedure manuadl in progress

Contact: Tim Craig, Director of Finance and Accounting

Ensure that properly
authorized purchase
orders, invoices, and
receiving reports are
attached to payment
vouchers.

Status as of 6/30/98: IMPLEMENTED

Procedure implemented;
Procedure manual in progress.

Contact: Tim Craig, Director of Finance and Accounting

Mathematical calculations
are made to verify
accuracy of billings and
payments.

Status as of 6/30/98: IMPLEMENTED

Procedure implemented;
Procedure manual in progress.

Contact: Tim Craig. Director of Finance and Accounting

Approval signatures by
both the requester and
management are
obtained on purchase
orders prior to purchasing.

Status as of 6/30/98: IMPLEMENTED

Procedure impilemented;
Procedure manuadl in progress.

Contact: Tim Craig, Director of Finonce and Accounting
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Agency No. 476
Texas Racing Commission

Finding 2-E: Overall Status as of 6/30/98: IMPLEMENTED

Irmprove controls over disbursements and purchasing.

Recommendation | Status Reported by Agency

<R vom Original Report:

The Commission has mode dll staff involved In purchasing aware of the fundarnental principies of
segregation of dufies and requiring these procedures be followed to prevent froud and abuse. The
Accounting, Purchasing, and Payroll (APF) Manudl being developed will incorporate segregation of guties
in the required purchasing procedures,

The Commission currently requires all purchase orders fo have ths signatures of both the requestor and
management. A seporate individual from the requestor must acknowledge receipt of the goods. A
sepaorcite Individual frorm the requestor and the receiver of the goods prepares the payment voucher only
affer properly verlfying the receipt Of the goods. The Chief Financial Officer. Chief Accountant, or Deputy
Director for Administration approves the payment voucher only affer reviewing the supporting
documentation and verifying the mathematical accuracy of the voucher, These procedures will ensure
purchases are necessary and made in accordance with need and management infent,

Finding 3-A: Overall Status as of 6/30/98; IMPLEMENTED
Improve procedures over Fair Labor Standards Act (FLSA) administration.

Recommendation Status Reported by Agency
Continue lis periodic Status as of 6/30/98: IMPLEMENTED

review of the duties and
responsibilities of all
positions fo ensure
appropriate FLSA exempt
of nonexempt status. Contact: Contact: Paula Flowerday, Executive Secretary

Mdintain documentation Status 0s of 6/30/98; IMPLEMENTED
1o support the
determingtions, including
the basis of FLSA exempt
determinations (executive,
administrative, or
professional) in the

employee personnel files, Contact: Confact: Paula Flowerday, Executive Secretary

The agency has developed a binder that contains a current job description for ol positions, along with a
determination as to each pasition's FLSA status. The agency will update the binder as job descriptions are
revised and review the FLSA status on each revision. In addition, the agency will review all positions
annudily in September in conjunction with the ciassification review.
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Agency No. 476
Texas Racing Commission

Finding 4: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Limit access to automated information systems
Recommendation Status Reported by Agency
Review job duties on an Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98

annual basls to ensure thot
each person’s access rights
to automated information
systems are based on need

for that access. Contact: Contact: Paula Flowerday, Executive Secretary
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Agency No. 477

Adyvisory Commission on State Emergency Communications -

Poison Control Program

1997 Small Agency Management Control Audif, Advisory Commission on State

Emergency - Poison Control Program
SAQ Report No. 97-086, August 1997

Finding 1:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Established policies and procedures relating 1o expenditures for the Polson Control Program are not

consistently followed.

Recommendation

Status Reported by Agency

All purchases should be
approved by
management prior to the
actual purchase.

Status as of 6/30/98: IMPLEMENTED

Purchases are approved by management priot to purchase. The
management level that approves the purchase is based on the dollar value
of the purchase.

Recsiving reporis should

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:12/31/98

be obtained before

payment. A more formal receiving report process is being implemented for significant
purchases. A new Financial Officer joined the agency in May 1998, and he is
reviewing the procedure before implementation.

A system should be Status as of 6/30/98: IMPLEMENTED

developed to ensure
accurate posting of all

Coding charts are now in place 1o Insure consistent accurate coding of

fransactions. invoices. Batches are verfled by two peopie before final posting fo system.
Management’s Response from Original Report:

The state’s Poison conftrol program Is a reictively new responsibiiify of the Advisory commission on State
Emergency Communications (ACSEC), and the Texas Department of Health (TDH). in light of the aboves.

the agency has the following response fo noted findings

Approval by Management:

All poison control purchases occured pursuant to a competitively procure purchase agreement
(implemented by the (General Services Commission). Oversight by management was implicit In that
process. In any case, already established management confrol systems have been strengthened fo insure
that all staff are aware of the process, and how such systems apply o various expenditure activity. These
systems require management 1o review, approve and sign purchase requests by program staff.

Aftached Recelving Report:

Agency staff monitored and Inventoried all capital equipment purchased under the program in
accordance with the purchase agreement described above. In any case, ACSEC did not have, at that
time, a documented receiving report process. As a result of this review, the agency has revised ifs
purchase order form 1o include a receiving report acknowledgment.

Posted fo the correct account:
New to the state treasury, ACSEC continues to work with the Compiroller’s Office to insure that expenditure

activity Is posted to correct accounts. Agency fiscal staff has been enhanced and received additional
training fo insure that such posting Is corect and accurate.

STATE AUDITOR'S OFFICE
AUDI RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998
PAGE 109




Agency No. 501
Depariment of Health

An Audit-Report on Medical Managed Care ot the Texas Depariment of Health
SAQ Report No. 98-028, February 1998

-Finding 1: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Staffing is inadequate. Approximately one-haif of all positions within the Program Operations, Program
Quality Health Services, and Client-Provider Services divisions are currently vacant.

Recommendation Status Reported by Agency
We recommend the Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 09/01/98
Bureau of Managed Care
work aggressively to fill Tne BMC hos hired four employees as of 6/15/98 and posted all remaining
each of the vocant unfilled positions. The BMC has developed a new employee checkilst.

positions within the Bureau. | Managers will be responsible for providing on-the-job training for their new
Policies and procedures to | staff.

be followed by staff should
be formalized and A target date of 9/1/98 was set to be fully staffed and fully implemented.
documented, and new
staff members should be
trained in the poiicies and
procedures 50 that they
fully understand the
responsibilities of their

positions. Contact: Leah Rummel, BMC

Seven of these posttions have been filled fo date and five others are currently advertised. Aggressive steps
fo advertise and filf the remalning eleven vacancies is underway. Expectation for completion of hiring is
April 1, 1998. When positions are filled, managers are responsible for providing on-the-job training for their
new stoff so that they understand the responsibilities of their positions.
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Agency No. 501
Department of Health

Finding 2:

Overall Siatus as of 6/30/98: PARTIALLY IMPLEMENTED

Medlcaid managed care data connot be directly or easily accessed by staff within the Bureou of

Managed Care.

Recommendation

Status Reporfed by Agency

The Bureau should
thoroughly evaluate what
its Medicaid manoged
care information needs are
and what barriets fo those
information needs exist. The
Burecu should then
develop several
alternatives to obtaining
the information and
evaiuate the cost
effectivenass of each. The
Department should
complete as soon as
possible ifs cument
evaluation of using a data
warehouse to provide a
cenfral location 1o store
and access data.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/01/98

NHIC is developing as part of Compass 21 an ad-hoc query platform, By
27171999, Bureau staff will have access to Medicaid Managed Care data
through this Ad-Hoc query platform that aliows for easy query and reporting
capabilities.

Target date for full implementation is 12/1/98.

Contact: Leah Rummel, BMC

Management's Response from Qriginal Report:

TDH has signed a systems development contract with NHIC to provide a state of-the-art cldims processing
and encounter reporting system called Compass 21. Query and extensive ad hoc reporting capabilities
are scheduled to be implemented by April of 1999. In addition, TDH has diso signed a contract with the
Texas Health Quality Alliance for data analysis and other related functions.

Finding 3:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Revisions to the contracts between the Department of Health and the managed care organizations are
not always formalized in writing.

Recommendation

Status Reported by Agency

We recommendt ail
revisions to confracts be
formalized and
documented as
amendments 1o the
confract. Memoranda of
understanding between
the Department and
managed care
organizations may sernve as
an altemative to format
confract amendments.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 09/01/98
The Bureau of Managed Care has developed a formalized process
documenting contract changes. The BMC is aiso implementing a process for
updating the policy and procedure manual. Through this process. all writien
policy changes are kept in one centralized iocation and distributed to all
managers.

A target date for fullimplementation is 9/1/98.

Contact: Leah Rummel, BMC
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Agency No, 501
Department of Health

Finding 3:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Revisions to the contracts between the Deparntment of Health and the manoged care organizations are
not always formaiized in writing,

Recommendation

Status Reported by Agency

Management's Response from Qriginal Report:

The commission agrees that all revisions should be formalized and documented as amendments fo the

contract.

Finding 4:

Overall Status as of 6/36/98: PARTIALLY IMPLEMENTED

The National Heritage Insurance Corporation, which processes all Medicaid claims, often modifies data
submitted by the managed care organizations without consulting or notifying them.

Recommendation Status Reported by Agency
We recommend the Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/01/98
Bureau of Managed Care
reevaluate the various The Burecu of Managed Care is curently analyzing all edits and audlts in the
levels of edits to determine | cument system.
location appropriateness. | Targst date for full implementation is 12/1/98.
Editing should be
performed as eqrly in
processing as possible to
aliow correction by the
creator of the data. Contact: Leah Rummel, BMC

Management's Response from Qriginal Report:

Management agrees with the issue and recommendation.

Finding 5:

Ovaerall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The automated system maintained by NHIC has not been independently reviewed o ensure adequacy of

controls in over four years.

Recommendation

Siatus Reported by Agency

We recommend the
Department conduct or
arrange for an
independent review of the
automated controls of the
system contracior, NHIC.

Status as of 6/30/98: PARTIALLY IMPLEMENYED Target Date: 12/31/98

Preliminary review work is underway.
Target date for full implementation is 12/31/98.

Contact: Frank Ditmore, IAD
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Agency No. 501
Depariment of Heaith

Finding 5:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The automated system maintained by NHIC has not been independently reviewed to ensure adeguacy of

confrols in over four years.

Recommendation

Status Reported by Agency

Manogement's Response from Qrigingl Report:

The internal Audit group dedicated fo confinucusly review NHIC performance hos recently employed an
EDP auditor that will perform this function for the Depariment.

Finding é:

Overall Stafus as of 6/30/98: PARTIALLY IMPLEMENTED

Cost effectiveness cannot be ensured.

Recommendation

Status Reported by Agency

Develop and implement
written policies and
procedures for evaiuating
and updating capitated
rates In the periods
subsequent to initial roll out,

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98

The Bureau of Statistics and Analysis is updating the Forecasting Procedures
Manuai fo include managed care rate development and evaiuation,

Contact: David Palmer, S&A

Encounter data should be
obtained, verified, and
used in the analysis of the
capftation rates

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98
An encounter data workgroup has been established to monitor the
developrnent of an encounter data acceptance and processing system.
Meetings are held weekly with the BMC, the Bureau of iInformation Resources
and NHIC fo evaluate system deveiopment status and o recommend
modifications.

Target date for full Implementation is 12/31/98.
Contfact: David Paimer, S&A

Management's Reseonse from Qrigingl Repeort:

Management agrees with this recommendation.
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Agency No. 501

Department of Health
Finding 7: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED
Outcome information that s included in the standard contract with MCOs is not always collected as
required.
Recommendation Stotus Reporied by Agency

Evaluate current process of
coliecting. analyzing, and
reviewing data from the
MCQO:s.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/1/98
The BMC s in the process of a validation study concerning the existing HMCO
encounter data. The study will allow extrapolation of curent data as an
assessment of the total heglth delivery by plans during the past year. In
addition, the HMO encounter data submission requirerments are being
revised.

Controls should be
established to ensure that
all required information is
documented and
communicated
consistently fo MCOs and
Department staff,

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/1/98

An encounter data fracking system is being established tc accept, reject
and frack encounter claims on an Individual basis,
Target date for full implementation Is 12/1/98.

Contact Leah Rummael, BMC

Management’s Response from Qrigingl Report:

The Department agrees.
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Agency No. 502
Board of Barber Examiners

1998 Small Agency Management Conirol Audit
SAQ Report No. 98-035, April 1998

Finding 1-A:

Overall Status as of 6/30/98: IMPLEMENTED

Improve compliance with statutes governing examinations.

Recommendation

Status Reported by Agency

Ensure that all candidates
present a picture
identification at the
examination site.

Stotus as of 6/30/98; IMPLEMENTED

Ensure thot the
examinations for those
whose licenses have been
expired for five or more
years and for prisonsrs, be
purchased from o national
testing service or validated
by on independent testing
professional,

Status as of 6/30/98; IMPLEMENTED

Moanagement’s Restonse from Qrigingl Report:

Beglnning with the September 8, 1997, examination a positive photographic identification has been
required of alf examinees. Adrnission to the exarns is not allowed without photographic idenfification.

Beginning with the April 1998 examination all examinees will be given the same test which is produced and
validated by a nafional testing service.

Finding 1-B:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Improve controls over inspections and complaint investigations.

Recommendation

Status Reported by Agency

Perform o formai risk
analysis on all barbershops
and schools and identify
those with recuming
probiems. This risk analysis
should be based on
objective criteria. The
results could be used to
develop aschedule for
inspections,

Status as of 6/30/98: PARTIALLY IMPLEMENTED

Develop formal poiicies
and procedures fo be
foliowed when performing
inspections and when filing
and investigating
complaints.

Status as of 6/30/98: PARTIALLY BMPLEMENTED Target Date: 08/31/98
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Agency No. 502
Board of Barber Examiners

Finding 1-B;

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

improve controls over inspections and complaint investigations.

Recommendation

L Status Reported by Agency

Management’s Response from Qrigingl Report:

In conjunction with advice from the Sfate Auditor's Office, the agency will begin immediately to formulate
a risk analysis program based on objective criteria.

A draff copy of inspection procedures has been produced but needs enhancement. These procedures
will be formalized and presented fo the inspector staff in wiitten format. These procedures will be
compileted and implernented not Iater than the end of FY98,

finding 2-A:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Provide timely performance appraisals for employees.

Recommendation

Status Reported by Agency

We recommend that the
Board perform agnnual
written performance
appraisals on alf
employees.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/31/98

¢

from Orl

Written performance evaiuations will be performed for oll employees annuadlly.

Finding 2-B:

Overall Status os of 6/30/98: PARTIALLY IMPLEMENTED

Create and maintain functional job descriptions for all positions.

Recommencdation

Status Reported by Agency

We recommend fhe Board
develop and maintain
functional job descriptions
for ali positions.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98

M s Response from Oriaingl Report

A functional job description will be deveioped for each position at the agency.
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Agency No. 502
Board of Barber Examiners

Finding 3-A: Overall Status as of 6/30/96: PARTIALLY IMPLEMENTED
improve accounting practices.

Recommendation Status Reporied by Agency
Provide training to Stotus as of 6/30/98; PARTIALLY IMPLEMENTED Targst Date; 7/31/98
accounting staff on
preparing the AFR. Recommendations partially implemented. Factors delay implementation-

Hiring of Accountant Hi

Perform monthly Status as of 6/30/98: IMPLEMENTED Target Date: 4/1/98
reconciliations of all fixed-
asset fransactions.

, ; ~iingl R .
The agency will obtcain fraining and fraining materials from the Comptrolier of Public Accounts regarding
preparation of the AFR.

Beginning in April 1998, the agency's accountant will be required to perform a monthly reconciliation of
fixed asset fransactions/accounts to the State Property Accounting (SPA) system,

Finding 3-8: Qverall Status as of 6/30/98: IMPLEMENTED

Improve controls over cash receipts.

Recommendation Status Reporled by Agency

Comply with the three-day | Status as of 6/30/98; IMPLEMENTED farget Date: 09/01/97
rule for depositing funds
into the State Treasury.

Keep cash In asecure status as of 6/30/98: IMPLEMENTED Target Date: 09/01/97
location at dll fimes.

M s R f Oriaingl & .
Beginning in September 1997 (beginning of FY98) all deposits o the state freasury have been within the

three doy limit as required.

As of the date of the State Auditor's review it became the policy of the agency 1o require all cash to be in
a secure location, i.e. a locked safe, uniess it is being processed at the fime.
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Agency No. 502
Board of Barber Examiners

Finding 3-C:

Overall Status as of 6/30/98: IMPLEMENTED

1 Improve controls over travel vouchers,

Recommendation

Status Reported by Agency

Ensure that fravel vouchers
1 are in compliance with all
state travel regulations.

Status as of 6/30/98: IMPLEMENTED Targst Date: 9/1/97

Use the Compiroller's
Mileage Guide in
determining mileage
between cifies.

Status as of 6/30/98: IMPLEMENTED Target Date: 9/1/97

Have goveming board
members sign thelr
individual travet vouchers
aofter reviewing them for
accuracy.

Status as of 6/30/98: IMPLEMENTED Target Date: 9/1/97

Ensure segregation of
duties In entering and
relecsing fravel vouchers
into USAS.

Status as of 6/30/98: IMPLEMENTED Target Date: 9/1/97

Management’s Response from Qriginal Report:

All travef vouchers will be carefully processed and checked by appropriate agency
accounting/management staff to adhere with afl state travel regulations.

Beginning FY98 ol travel vouchers have been processed using the Compirofler's on-iine milsage guide.

Upon initial presentation of this finding, policy was changed and board members have not signed biank
fravel vouchers since that Hime, All vouchers are filled out by agency accounting personnel and are then
submitted fo board members for review. No fravel voucher is processed untll the payee has first been
given the voucher 1o review and has signed the voucher affer it has been filled ouf.

It is the infent of the agency to segregate duties of enfering and releasing olf USAS transactions,
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Agency No. 5§02
Board of Barber Examiners

; f??iﬁdirtgA: Overgll-Status-as of 6/30/98: FACTORS DELAY IMPLEMENTATION

Jmprove policy management,
Recommendation Status-Reported by Agency
1 We recommend that the Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION
§-.goveming board develop, Target Date: 8/31/98
{ distribute, and implement
formal policies and Factors have delayed implementation to dliow the new Executive Director to
proceduras 1o identity complete development of this priority with the State Board of Barber
responsibliities of the Examiners.
goveming board and
_executive management,

Manggement’s Besponse from Qrlgingl Report:

The board members will develop, implement, and distribute formal policies and procedures regarding the
responsibilities of the board and of executfive management.
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Agency No. 503
Board of Medical Examiners

1998 Small Agency Management Conirol Audif
SAQO Report No. 98-035, April 1998

Finding 1-A:

Overall Status as of 6/30/98: IMPLEMENTED

Strengthen controls over decentralization of human resource functions,

Recommendation

Status Reported by Agency

Develop, implement, and
more routinely manitor
implementation of agency-
wide policies and
proceduras for human
resource management.

Status as of 6/30/98: IMPLEMENTED a5 of 6/1/98

The agency has held several meetings focusing on human resource issues.
These Included areas for Job Descriptions, Evaluation, Merlt Awards, FLSA,
Personnel Files, Hiring, Terminations and NonMonaiary Awards. Agency-wide
policles have been created for each of these areas. These were developed
with input from all agency management. These policies were drafted,
discussed, amended, and provided to management in final form. These
becams operational agency wide on June 1, 1998,

Contact: Wallace Lankford, Director of Finance

Ensure that staff members
responsible for humon
resource functions are
adequately frained on
human resource processes,
policies. and procedures.

Status as of 6/30/98: IMPLEMENTED as of 6/1/98

As noted above, management, including supervisors, were involved in the
development of new poiicies. Staff responsible for payroll, and personnel
actions were also involved, particulardy with the design of requirements for
documenting compliance with the new policies. These policies were
implemented on June 1, 1998. Both staff and management involved with
human resource issues have now used these procedures.

Contact: Wallace Lankford, Director of Finance

Strengthen planning,
ceoordination, and
oversight of prior and
planned decentralization
of human resource
functions.

Status as of 6/30/98: IMPLEMENTED as of 6/1/98

As noted above, policies related 1o human resource issues were developed
with agency wide participation. Based upon our understanding of audit
recommendations, strategies to strengthen agency procedures were
focused on standardization, consistency, and centralized control.
Appropriate and necessary documentation is kept centrally. Checkliists have
been developed to assure compliance with the developed policies. These
policles were implemented on June 1, 1998.

Contact: Wailace Lankford, Director of Finance

nt's R nse from Qrigingl R :

An agency wide profect has met several times fo date. Our managers and supervisors are noting concermns
and developing processes 1o improve our controls and assure greafer consistency among our
departments. Additional authorization, consistent verification, and ceniralization of documeniafion will be
implemented fo improve this area. The target date for compietion of this project is June 1, 1998.
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Agency No, 503
Board of Medical Examiners

Finding 1-B

Overall Status as of 6/30/98: IMPLEMENTED

improve Procedures Qver Fair Labor Standards Act (FLSA) Administration,

Recommendation

Status Reported by Agency

Periodically review the
duties and responsibilities of
alf classified posttions to
determnine the appropriate
FLSA exempt or nonexempt
status.

Status as of 6/30/98: IMPLEMENTED by 6/30/98

As part of the effort 1o strengthen human resource areqs, new job
descriptions for all staff have been rewriften, in addition, Regulation 541 from
the U.S. Depariment of Labor was obtained for understanding exempt or
nonexempt Classifications, An agency guideline has been written and
provided to agency management, Departmental managers are in the
process of using this guidance together with the newly rewritten job
descriptions to make appropriate defermination of the status of these job
positions. Completion date is prior to June 30, 1998,

Contact: Wallace Lankford, Director of Finance

Maintain and monifor
documentation 1o support
FLSA determinations

Status as of 6/30/98: IMPLEMENTED by 6/30/98

Documentation of decisions regarding determination of exempt or
nonexempt status will be kept In our personnel office, together with the job
descriptions for each job position. This will dlso be completed prior to June
30, 1998.

Contact: Wallace Lankford, Director of Finance

Each dspartment Is now analyzing the job descriptions of thelr personnel to make decisions regarding the
FLSA status for each position. These will be documented and this documentation wilt be centraily located

by June 1. 1998.

Due to the difficulty of this areq, we have discussed the lssue with severdal other agenciss. inconsistency
among these agencles appears to be the rule. A need exists for simpie guidance that wouid generally be
applicable to most agencles. This would assist our declsion-making, and assure greater consistency
statewide and within each individual agency. The State Auditor could be a fremendous resource In this

areq.
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Agency No. 503
Board of Medical-Examiners

Finding 1-C:

Overall Status as of 6/30/98: IMPLEMENTED

| Maintain Employee Selection Documentation.

Recommendation

Status Reported by Agency

We recommend that the
Board keep all
documentation relating 1o
the employee selection
process as required by law,

Status as of 6/30/98: IMPLEMENTED as of 6/1/98

New pdlicies have been iImplemented for hing new personnel. A checklist
has been designed to provide greater assurance that documents are
obtained for safekeeping, 1o verify that consistency exists for choosing
candidates, and that criteria for the selection is mainiained for retention
purposes. This process was started on June 1, 1998,

Contact: Wallace Lankford, Director of Finance

Maonagement's Response from Qrigingl Report:

Brief training has already been provided supervisors fo address this Issue. We are now assuring that
interview checklists are being used both for Inferviews as well as for hiing decisions. This documentation is
collected centrally before an offer of employment con be made. Implementation of this process will be

finalized by June 1, 1998.
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Agency No. 503
Board of Medical Examiners

Finding 1-D: Overall Status as of 6/30/98: IMPLEMENTED

Improve the performance appraisal process.

Recommendation Status Reported by Agency

Revise procedures to use Status as of 6/30/98: IMPLEMENTED as of 6/1/98

appraisal criteria specific to | As noted above, part of the changes implemented were rewriting job

the job position being descriptions, specific o each unique job position. Management meetings,
evaluated. described above, determined that a standard five point scale be used fo
rank performance. This scale is applied to the actual job description, which
lists the primary and significant job responsibilities for the position. This
provides greater assurance that the actual job functions are being
evaiuated more objectively. This procedure was implemented on June 1,
1998.

Contact: Wallace Lankford, Direclor of Finance

Provide guidelines and Status as of 6/30/98: IMPLEMENTED as of 6/1/98

specific examples to Several example employee appraisal instruments, including that of the State

evaluators to ensurg Auditor, were used to analyze and improve our appraisal process. The job

consistency in employee descriptions have been wriffen with atfention to acceptable levels of

appraisals. performance. These were placed in use for new evaluations beginning on
June 1, 1998.

Contact: Wallace Lankford, Director of Finance

Management’s Response from Qriginal Report:

Part of the project to improve the Human Resource area by June 1, 1998, has been directed at the
evaluation process. Evaluation procedures and documents have been shared by the Boord of Nurse
Examiners, Office of the State Auditor. and Compirolier of Public Accounts. it is anticipated that some
adapltation of the processes used by these three agencies will be used fo change our instrument and
process. The evoluations will become more specific 1o job descriptions. These descriptions are also being
rewritten os a result of the audiit. Requlring the evaluations to be more specific and directly related 1o
different job positions should force both supervisors and staff to focus on their uniquse responsiblities.

We are currently using reporfs provided by the Uniform Statewlde Payroli/Personnel Systermn (USPS) to
provide advance notffication of scheduled times for 12 month svaluations. This wili provide assistance fo
assure Hmely evaluations.
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Agency No. 504
Board of Dental Examiners

1997 Small Agency Management Conirol Audit
SAQC Report No. 97-086 , August 1997

Finding 1-A:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Policies and procedures related fo case resoiutions and complainant notifications are not enforced.

Recommendation

Status Reported by Agency

Establish time requirements
for case investigations.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/14/98
As part of the process 1o improve procedures for resolution of cases,
complaint categores were redefined and simpilified to comply with
requirements of the Dental Practice Act and Board Rules. These were
approved at the Board Meeting on June 5, 1998, Time lines are being re-
evoluated as they apply to particulor vickations. Complaint notifications are
sent in a timely manner.

Implementation History

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date:
Time requirements were self-imposed, not statutory. Newly appointed
Director of Enforcement (July 1997) is re-evaluating fime lines with the
General Counsel and the Executive Director.

ment’. i

Time lines are being evaluated. Measures are being implemented to reduce backlog and streamliine

Process.

Finding 1-B:

Overall Status as of 6/30/98: IMPLEMENTED

The Licensing ond Examination division's policies and procedures manual lacks sufficient detall to provide
useful guidance for employees.

Recommendation

Status Reported by Agency

The Board should ensure
that the Licensing and
Examination division’s
policies and procedures
monual is updated and
that it addresses all policies
ond procedures currently in
place. The board should
ensure thot division staff,
including division director,
has input in updating the
manual.

Status as of 6/30/98: IMPLEMENTED
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Agency No. 504
Board of Dental Examiners

Finding 1-B: Overall Status as of 6/30/98: IMPLEMENTED

The Licensing and Examination division’s policies and procedures manual lacks sufficient detall to provide
useful guidance for employees.

Recommendation ] Status Reported by Agency

‘ m ingl

More detalled procedures for each function within the Licensing and Examinations Division will continue fo
be developed. Targeted compietion of this project will be December 31, 1997, primaiily because the
Division wiil be Installing a new aufomated licensing and reglsiration system and most automated
procedures will have o be developed on a “trial and error® basis. Each staff member of the division will
be documenting his/her respective procedures and will submit them for review 1o the director of Licensing
and Examinations by December 15, 1997.

Finding 1-C: Overall Status as of 6/30/98: IMPLEMENTED

The Board does not comply with requirements for Licensing Agencies.

Recommendation Status Reported by Agency

The Board should Include o | Status as of 6/30/98: IMPLEMENTED as of January 1998
statement on license

renewal applications
indicating that failure fo
repay a guaranteed
student loan is grounds for
not renewing a license,

. P .
+

The Division of Licensing and Examinations will amend the licensure lefter to applicants for Initial icensure to
include noftice that persons in default of guaranteed student loans will not be allowed to be licensed with
the SBDE until a Repayment Agreement has been approved by the Texas Guaranteed Student Loan
Corporation (TGSLC) or the loan has been repaid. Additionally, the division will amend its annual renewal
notice fo include a notice that foilure to repay a guaranteed student loan is reason for not renewing a
license and that renewd! will not occur until @ Repayment Agreement has been approved by the TGSLC or
the loan has been repaid
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Agency No. 504
Board of Dental Examiners

Finding 2:

Exam procedures are weak.

Overall Status ¢s of 6/30/98: IMPLEMENTED

Recommendation

Status Reported by Agency

Update Nitrous Oxide
Monitoring Exam.

Status as of 6/30/98: IMPLEMENTED as of 3/27/98 Target Date: 4/1/98

Board approved new exam at the March 27, 1998 Board Meeting.

Implementation History

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target date: 4/1/98
Prior to audit, the Board's Examination Committee already was reviewing for
possible updates to the exam, An updated exam will be presented to the
Board atf the March ‘98 meeting.

nse from QCrighngl

New exom being developed, continuing exam renovallon project started in 1996,

Finding 3:

Overall Status as of 6/30/98: IMPLEMENTED

Human Resource policies and procedures need 1o be improved.

Recommendation

Stotus Reported by Agency

Update the cument
Americans with Disabilities
Act (ADA) policy oo
ensure that the grievonce
procedure identifies the
elements which need to be
included In g written
complaint and g statement
of non-retdliation,

Status as of 6/30/98: IMPLEMENTED as of 3/27/98

Personnel Manual was updated to reflect this change and was presented 1o
the Board ot the March 27, 1998 Board Meeting

Documesnt and maintain
criterigy on hiring
procedures on all
applicants and not just
applicants selected for
interviews. The board
should also ensure that
documentation supporting
the grades given to
applicants is maintained.

Status as of 6/30/98: IMPLEMENTED as of Maorch 1997

STATE AUDITORS OFFICE

AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998

PAGE 126




Agency No. 504
Board of Dental Examiners

’ “Finding 3: Overdll Status s of 6/30/98: IMPLEMENTED

1 Human Resource policies and procedures need to be Improved.

Recommendation Status Reported by Agency

Strengthen controls over Status as of 6/30/98; IMPLEMENTED as of September 1997
personnel actions by

§ ensuring that personnel
action forms are prepared

] (and approved prior to the
effective dates of
promotions, menf increases
and merit decrecses.

3 Ig] l

The SBDE Is updating its Personnel Manuac!. Pursuant 1o the American with Disabifities Act, the update will
inciude (1) a grievance procedure that Identifies the elements which nesd 1o be included In a wrilten
complaint and (2) a staterment of non-retaliation,

The SBDE has a hiring selection procedure in picce. However, the SBDE will revise ifs procedure 1o make
sure the screening form Is used by dll Division Managers when screening applicants and that
documenitation Is maointained on the criteria used 1o grade all applicants.

The SBDE Is updating Its Personnel Performonce Evaiuation Program. Pursuant to this update, all division

managers will be required o submit personnel Evaluations Forms to the Executive director 30 days before
the due date.
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Agency No. 507
Board of Nurse Examiners

1998 smaill Agency Management Controf Audit
SAO Report No. 98-035, April 1998

Finding 1: Overall Status as of 6/30/98: IMPLEMENTED
The Board did not meet statewide HUB goals for fiscal years 1996 and 1997.
Recommendation Status Reported by Agency
Continue to meet Status as of 6/30/98: IMPLEMENTED as of 2/1/98
statewide HUB goals.

Agency Purchaser has Identified additional HUB sources fo utilize in more
areas of agency purchasing.

Contact: Mark W. Majek, Director, Administrative Services

. ligingl Report

The Board has intensified its efforts 1o meet the stafewlde HUB goal for this blennium.

Finding 2: Overall Status as of 6/30/98: IMPLEMENTED

The Board did not compile and maintain monthly information relating to its use of HUBs, including
information regarding subcontractors and suppliers. The Board did not estimate the total value of con-
tract awards expected for fiscal year 1997 by the 60th day of the fiscal year,

Recommendation Status Reported by Agency

Maintain monthly rather Status as of 6/30/98: IMPLEMENTED as of 2/1/98
than quarterly information
relating to the use of HUBs. | The Board went back to the beginning of fiscal year 1998 and recorded

Calculate the expected monthly HUB use and has done 3o since 2/1/1998,
awards of HUBs by the 60th
day of the fiscal year. The Board's Purchaser has been assigned the duty of estimating the awards

to HUBs and will do so by the due date of each fiscal year.

Contact: Mark W, Mgjek, Director, Administrative Services

Nt fi

Although we did not maintain monthly reports, the Board did maintaln quarterly reporis of HUB usage. We
will begin estimating the fotal value of contract awards expected for fiscal years 1998/%9.
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Agency No. 507
Board of Nurse Examiners

Finding 3: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Board did not include the HUB subconiraciing language in its bid and contract documents of the Peer
{ Assistance Review Program.

Recommendation Status Reported by Agency
Ensure that contracts Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98
include the required
subcontractor HUB We are currentiy revising the Peer Assistance Program Contract. Target date
language and that for implementation is 8/31/98.
contractors comply with
state guldelines on Will include HUB subcontractor language in future agency contracts.
purchases from HUBs.

- .
v
Pt

The Board will include HUB subconiractor ionguage in agency confracts, We are currently completing this
process with the Peer Assistance Prograom contract.
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Agency No. 513
Funeral Service Commission

1998 Small Agency Managemeni Conirol Audit af the Texas Funeral Service
SAQ Report No. 98-035, April 1998

Finding 1:

Qverall Status as of 6/30/98: OTHER

The Commissioners’ actions did not comply with laws and Commission policies.

Recommendation

Status Reported by Agency

We recommend that the
Commissioners improve
compliance with siate laws
and policies to support Q
strong control environment.

Status as of 6/30/98: OTHER Target Date: 10/8/98
(Addressed af May 7th meeting for full action by Board)

The audit report, issued in April 1998, was presented 1o the Commission
meeting. The Commission discussed the report and detemminad that they
would take the necessary actions to improve their compllance with state

laws and policies. The next Commission meeting is scheduled for the October
1998,

The Commissioners should
develop and implement
clear policies on the
compiaint resoltion
process and the refunding
cf fees.

Status as of 6/30/98: OTHER Target Date: 10/8/98

(Addressed ot May 7th meeting for full action by Board)

The audit report, issued In Aprll 1998, was presented to the Commission at the
May 1998 Commission meeting. A draft of all new rules pertaining to audiit
Issues shall be complete by the October 1998 meeting at which time these
rules shall be open for discussion and/or adoption.

The Commission will draft a new rule that addresses policy for Commissioners parficipating in Complaint

Review Committee (CRC) matters and overcll operations. The Commission will draft a new rule regarding
refunds of license fees. Additionally, the Commission will amend s by-faws 10 incorporate a statement on
Confiict of interest and Public Perception regarding Commissionars' Involvernent in issues of Compliance.
The Commission will begin fo address the above during ifs meeting In May 1998 and will Implement these

by the start of Fiscal Year, 1999, The Cormmission wilf pursue and follow diligently all rules ond laws
(established criteria) pertaining to the Exit Inferview Process so as to ensure that the favoritism cannot be

perceived,
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Agency No. 513
Funeral Service Commission

1998 Small Agency Management Confrol Audit at fhe Texas Funeral Service
SAQ Report No. 98-035, April 1998

Finding 1:

Overall Status as of 6/30/98: OTHER

The Commissioners' actions did not comply with laws and Commission policies.

Recommendation

Status Reported by Agency

We recommend that the
Cormmissioners improve
compliance with state laws
and policies to support a
strong control environment.

Status as of 6/30/98: OTHER Target Date: 10/8/98
(Addressed at May 7th meeting for full action by Board)

The audit report, Issued in April 1998, was presented to the Commission
meeting. The Commission discussed the report and detemined that they
would take the necessary actions to improve their compliance with state

laws and policles. The next Commission meeting s scheduled for the October
1998.

The Commissioners should
develop and implement
clear policies on the
complaint resolution
process and the refunding
of fees.

Status as of 6/30/98: OTHER Target Date: 10/8/98

(Addressed at May 7th meeting for full action by Board)

The audtt report, issued in April 1998, was presented to the Commission at the
May 1998 Commission meeting. A draft of all new rules pertaining to audit
Issues shall be complete by the October 1998 meeting at which time these
rules shalil be open for discussion and/or adoption.

v Fs R vom Original Repart

The Commission will draft a new rule that addresses policy for Commissioners participating in Complaint
Review Cornmitfee (CRC) matters and overall operations. The Commission will draft a new rule regarding
refunds of license fees. Additionally, the Commission will amend Ifs by-laws fo incorporate a statement on
Confiict of Interest and Public Perception regarding Commissioners’ involvement in issues of Compliance.
The Commission will begin to address ihe above during its meeting in May 1998 and will implement these
by the start of Fiscal Year, 1999. The Commission will pursue and follow diligently all rules and laws
(established criteria) pertaining o the Exit Inferview Process so as fo ensure that the favoritism cannot be

perceived,
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Agency No. 517
Commission on Alcohol and Drug Abuse

An Audif Report on Performance Measures at 26 State Agencies
SAQ Report No. 97-077, August 1997

Finding 1 Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Source documentation was unavailable for calculation and testing on two key measures:

s Jotal Number of Granis and Contracts Awarded
o Percentage of Prevention and Treatment Programs in Compliance With Federal Mandates.

Recommendation Status Reported by Agency

Retain proper Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98
documentation for

calculating and reporting Received a number of new measures as well as the deletion of some existing
measures. measures by the LBB. Refined methodology on a number of measures to
ensure reliability.

Imp! tation Hist
Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 9/1/98

Review of all measures being conducted. Emphasis placed on
documentation and adherence to ABEST calculation statement.

Contact: Dr. Richard Spence.

Add field in new tracking Status as of 6/30/98: IMPLEMENTED
system to track edits and

changes in the system. New M!S system conialns a “History” field which reveals the dates of all
changes and edits in the system.

Implementation History

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 9/1/98

Field has been added. TCADA will check throughout FY98 to ensure MIS
data match paper files.

Contact: Dr. Richard Spence.

We agree the Commission’s present system does not retain the date history.

The new information system design includes this feature and will allow for past quarterly award fotals to be
tested and confimed.
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Agency No, 554
Animal Health Commission

1998 Smaill Agency Management Control Audif
SAQ Report No. 98-035, April 1998

Finding 1:

Overall Status as of 6/30/98: IMPLEMENTED

The Commission does not always approve contracts before the work begins onthem.

Recommendation

Status Reported by Agency

Approve contracts before
the work begins on them.

Status as of 6/30/98: IMPLEMENTED as of 6/28/98
Verified by Intemal Audit on 6/28/98.

TAHC Purchaser has a tickler system for contract renewals that is set up on an
excel spreadsheet and meeting maker, f informs the Purchaser two months
prior to confract expiration for the assurance that contact approval is
received prior to starting work, regardiess of their source or dotiar amount.
Additionally, most alf contract expiration dates have been changed 1o end
on August 31, except contracts related to the bullding lease.

Financlal Services Department contact to the Treasury was 3/30/98.

. vom Origingl Report:

Four of the five confracts in question were interagency contracts that are inifiated by the agency providing
services. The Texas Animal Health Commission (TAHC) had very littie confrol over when those contracts
would be recelved. in the future TAHC willl begin the renewal process earller and will make every effort to
obtain the contracts in advance. The fifth confract was an extension of a service contract that was
originaily purchased through General Service's open marke! bid along with the equipment that it services.

The sarvice contract has automatic renewdls. in this particuior case, the renewal agreement was signed
after the date of the renewal period.
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Agency No. 554
Animal Health Commiission

Finding 2: Overall Status as of 6/30/98: IMPLEMENTED

The Commission Is not In compliance with Section 404,094 of the Govermnment Code.

Recommendation Status Reported by Agency

Make all deposits within the | Status as of 6/30/98: IMPLEMENTED as of 3/30/98
required three days.

Verified by intemal Audit on 6/18/98.
(Somple of 17 deposits taken by TAHC intemal Auditor on 06-18-98).

Took a new sampile of 17 depaosits from months of March, Apill, and May
1998. 11 of 17 deposits were received by the State Treasury within the
required 3 business days. The remaining é deposits were in excess of 3
business days as per the Treasury receipt, although the Agency release date
into USAS was within the required 3 days. TAHC Financial Services
Department. contacted the Treasury concerning establishing a lock box for
these receipts. The Treasury determined that this would not be cost effective
due to the small volume of checks and dollar amounts involved. Further, it
was not cost effective to have Agency staff personally deliver these funds
frormn far north Austin to the Treasury located downtown. TAHC Finoncial
Serwvices Department has been Instructed to use regular mail {rather than
inferagency mall) to send deposits fo the Treasury.

Financial Services Dept. contact to the Treasury was 3-30-98.

1 T gl

The responsibility for depositing cash receipts has been reassigned to an employee In the Financial Services
Division. Please note that TAHC handles less than $30.000 each year in cash receipfs.

finding 3: Qveralt Status as of 6/30/98: IMPLEMENTED
The Executive Director did not have a timely performance evaluation.

Recommendation Status Reporfed by Agency
Ensure that all employees, | Status as of 6/30/98: IMPLEMENTED Target Date: 02/18/98

including the Executive

Director, receive an annual | The performance evaluation of the Executive Director was compieted by o
performance evatuation. committee composed of TAHC Commissioners on February 18, 1998,

M AL o iginal

The peiformance evaiudtion of the Executive Director was completed by a committee composed of the
Commissioners on Februory 18, 1998.
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Agency No. 554
Animal Health Commission

Finding 4: Overail Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Commission has developed and implemented policies and procedures for the travel and purchasing
functions. The Commmission is in the process of developing policies and procedures for payroll, cash
disbursements, and cash recelpts. No policies or procedures have been developed for fixed assets.

Recommendation Status Reported by Agency
Develop andfor implement | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 09/01/98
policies and procedures for
payroll, cash Implementation Verification and Date

disburserments, cash
receipts, and fixed assets. Reviewed each Policy and Procedure during June 1998.

The Payroll, Cash Recelpts and Cash Disburserments Policy and Procedures
has been approved and distributed. The Fixed Asset Policy and Procedure is
In draft form as of 6-24-98, and approval and distibution is expected by 9-1-
08.

09-01-98 for Fixed Asset Policy, Other Policy was April 1998 and prior.

Management’s Response from Qrginal Report:

The payroll policy was approved and distriibuted on March ¢, 1998, The cash disbursement policy was
approved and distributed on February 9. 1998, The cash receipls policy was approved in September 1997
and distributed to all staff services and financial services employess. 1t s being revised and will be
redistributed Aprii 1998. The fixed assels pollcy is scheduled to be completed by fiscal year-end.

Finding 5: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Commission has not yet performed a risk andlysis of its automated systems.

Recommenddtion Siatus Reported by Agency

Perforrn arisk analysis of ifs | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 07/31/98
automated systems.

Implementation Verification and Date

The TAHC intemnal Auditor aftended these meetings as a resource person.
{Ongoing).

The risk analysis is being performed by a TAHC employee who has been
assigned to this project. The risk analysis is in the findl stages of completion. it
will be submitied to the Executive Diractor for review during July 1998,
09-01-98 for Fixed Asset Policy. Other Policy was Apirll 1998 and prior,

5B iginal

The agency s considering oufsourcing the risk analysis and has contacted the Deparfment of Information
Resources (DIR) for asslistance, We have begun the bid faking process and expect to have a risk analysis
compieted by the end of the fiscal year.
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Agency No, 554
Animal Health Commission

Finding 6:

Overdll Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Commission has not documented a secunty plan or a disaster recovery plan,

Recommendation

Status Reported by Agency

Develop and implement a
security plan that includes
disaster recovery and
specifies physical controls
over computer operations

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 08/31/98
Once the Executive Director reviews the Risk Analysis Report and makes the
necessary decisions related 1o securlty issues, a security plan will be
formulated. Completion of the Security Plan is still expected by fiscal year
end.

’ rigingt !

The agency is considering oufsourcing the development of o disaster recovery plon and the security pian,
along with risk analysis and has contfacted the Department of information Resources (DIR) for assistance.
We have begun the bid taking process and expect fo have a security plan and a disaster recovery plan
completed by the end of the fiscal year.

Finding 7:

Qverall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Commission has not developed a log track the establishment and modification of user accounts.

Recommendalion

Status Reported by Agency

Develop a log to track the
establishment and
modification of user
gccounts.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: Ongoing
Partially implemented: The Agency has developed a FileMaker Pro database
that Is used 1o frack the establishment and modification of user accounts for
alt agency systems,

Due to the lack of an overall automated security system for the client/server
snvironment, g compensating control will be periodic audits by the LR. staff
who are responsible for changses to the system. The periodic audits are to
ensure that no unauthorized changes have been made. Also, the TAHC
Internal Auditor will be utilized to perform some of the aforementioned
periodic audits.

M Fs R se from Origingl Report:

The Commission has developed a FlleMaker Pro database that is used 1o track the esfablishment and
modification to user gccounts for alf agency systems. The agency will work with the State Auditor's Qffice
to ensure that this meefs the requirerments.
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Agency No. 554
Animal Health- Commission

Finiding &: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

. The commission has not developed an cutomated log that provides an audit trail for access and changes
to daia.

Racommendation Status Reported by Agency

Develop on gutomated log | Stotus as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 08/31/98
T within newly developed
|} systerns that provides an The Agency s stilt on track to incomporate automated logs into the Inventory
¥ audit trall for access and and Human Resources Systems by fiscal year end.

chaonges to data.

The Commission has developed a FlleMaker Pro database that is used fo frack the establishment and
1 modification to user accounts for olf agency systems, The agency will work with the State Auditor's Office
to ensure that this meefs the requirements,

Finding 9: Overall Status as of 6/30/98: IMPLEMENTED
The commission has not developed an employee security profile for each employee.
Recommendation Status Reported by Agency
Develop and malntain Status as of 6/30/98: IMPLEMENTED
1 security profiles for each
| employee. The Commission will implement on June 30, 1998, a FlieMaker Pro database
that will frack employee security proflles.

Management’s Response from Qrgind! Report:

The Commission Is developing an Excel spreadsheet that fracks by position type, system access, and level
of access. The Commission will then develop a FileMaker Pro databose that will be used fo frack employee
security profiles by June 1998. The Cornmission will ciso continue fo investigate autornated solutions
available for the client server environment, but ol such solutions are still in their infancy at this fime.
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Agency No. 554
Animal Health Commission

Finding 10: Overall Status as of 6/30/98: NO ACTION TAKEN

The Commission completed the cost-benefit analysis and decided It was not cost-effective. The
Commission needs fo implement controls fo compensate for the programmer having access to "live’
programs. In addition, the Commission needs fo develop formal policies and procedures that include the
controls over its management information systems.

Recommendation Status Reported by Agency
Because the Commission Status as of 6/30/98: NO ACTION TAKEN Target Date: Ongoing
decided Implementing the
controls was not cost TAHC does not have a full ime programmer on staff. The Database
effsctive, the Commission | Administrator (DBA) spends approximately 5-10% of fime coding. The DBA is
shoutd implement responsible for changes 1o the FoxPro application (the Areq Office System
compensating conirols to {AOS], Herd Database). While the Agency could ensure that another LR.
minimize the risks Dept. employee moves the FoxPro programs into production, no LR, staff

associated with such data, | person would be able to review the code. The Agency has determined it is
not cost effective to hire an additional L.R. staff person with the: skilis
necessaty 1o review the code. The sk fo the data and programs is minimal,
The data resides in various locations: (1) each area office has their database
and data; (2) the DBA maintains a statewide compilation of all data; and (3)
the composite data is also bulk-copled into Sybase, Therefore, if data at the
Ared level was cornrupted or otherwise destroyed, we would have not only
the back-ups of the data, but the statewide and Sybase versions of the data.
For FleMaker Pro development, we will ensure that the LR. staff person who
creates an application is not the same staff person that puts the system into
production. The creator will have his work reviewed by the LR. staff person
that puts the system into production.

1 igingl

Controis will be implemented to ensure that the employee who creates a system is different from the
employee who puts the system info production. The agency will request assisiance from the State Audifor's
Office to develop formal policies and procediures that include the controls over Its management
information systems.
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Agency No. 554
Animal Health Commission

Finding 11:

The Commission has no documentation for application design and development, prograrnming standards,

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

E

and standards and guidelines for data entry and data modification,

Recommendation

Status Reported by Agency

Maintain documentation
on applicotion design and
development,
programming standards,
and standards and
guidelines for data eniry
and data modification.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: Ongoing

The Agency has provided the SAO with a copy of ifs docurmentation for
application design and development entitied "Managing an Information
Technalogy Project.” The SAQ Is reviewing and will provide the TAHC with
any suggested additions to the manual. The Agency will begin work on
programming standards during the month of July1998. The Agency has
developed standards and guidelines for data entry and data modification
for its SIROD Systemn (compliance systern). Work on the user's manugl for the
AQOS—Herd Database got underway during the month of May 1998 with the
recent hire of a new i. R. Depariment employee.

n ¢

([oi/a]

The documentation for application design and development is DIR's "How fo Manage an Information
Technology Project,” which has been adapted for the TAHC. Documentation for programming standards
and standards and guidelines for data entry and data modification are scheduled to be developed over

the next two vears.
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Agency No. 856

Texas Agricultural Experiment Station

An Audit Report on Performance Measures at 26 State Agencies
SAQ Report No, 97-077, August 1997

Finding 1:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Source documentation was not availabie for calculation and reporting. and the definftion was not being
followed for two key measures:

s Nurnber of Refereed Publications (strategy: conduct research fo protect water, air and soif bio-

diversity)

o Numnber of Refereed Publications (strateqy: conduct research of product safefy, nutrtion and quality)

Recommendation Status Reported by Agency

Download the S-year plan | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:

database at fiscal year-

end to disk or tape. Svyear plan database will be downloaded ¢t the fiscal year end of FY 1998.
implementation History
Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 9/1/97
S-year plan database will be downloaded ot fiscal year end.

Work with the Legislative Status as of 6/30/98: IMPLEMENTED

Budget Board 1o revise the

mecaisure definition to allow
to report what station s
capable of reporting.

Measure definttion has been changed to non-cumulative for FY98.
Impl tation Hist
Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 9/1/97

Measure definition has been changed to non-cumulative as of 9/1/97.
Contact: Fred Clark, Budget and Reporting Coordinator

Management's Response frorn Qrigingl Report:

Management's Response

SAS program has been corrected.

Procedure fo downjoad data files used for fulure recalculations has been changed.

Will request that this number be g non-curnulative and therefore nof a quarterly issue,(nformation is
provided on o quarterly basis, but as an estimate of the acfuadl yeorly number by quarter)
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Agency No. 556
Texas Agricultural Experiment Station

{Finding 3: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

1 Definition was not followed and adequate source documeniation was not avaiiable for recalculation,
- selecting. ond testing sample on the key meaosure "pDercentage of product labels inspected.

Recommendation Status Reported by Agency

implement procedures to Status as of 6/30/98: IMPLEMENTED
determine the number of

label reviews (in-house) Implamentation History
that wilt be used for future
years instead of historical Status as of 12/31/97: PARTIALLY IMPLEMENTED  Target Date: 9/1/98
data. Effective 9/1/98 LBB has approved changes in the output measures
beginning in FY99. For the fiscal year 2000 & 2001 the bill will refiect thase
revised output measures.

M s R f dginal R f
Management's Response

Product labels Inspacted is defined as the total number of investigator samples taken during the fiscal year

plus the number of product Iabels reviewed and added fo the data base by the registration deparfment
for the fiscal year.

There is presently no "computerized testing of all labels available.”
The number of label reviews (in-house} would be difficult fo determine except based on historical data.
Controls are already in place fo ensure the occurocy of the investigator input of data.

The revised definition for this meqgsure is "percent of product labels inspected fo total number of acfive
products on file.”
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Agency No. 580
Water Development Board

An Audit Report on Management Controis af the Texas

Water Development Board
SAO Report No, 98-011, January 1998

Finding 1-A, 1-B: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

1-A: Some key information needs not met

1-B: Investment in information resources not adequately protected

Recommendation Status Reported by Agency

The Resource Information Status as of 6/30/98: PARTIALLY IMPLEMENTED
Office should conduct
information systems
planning, prioritize
development projects, and
astablish additional
conirols, standards, and
procedures. Emphasis
should be on mgjor
projects, such gs the 5) Developed new:
Financial information
System and the Project
Tracking System.
Automation improvements
are needed In accounting
and budgeting.

This recommendation has resuited in o broad range of activities. We would
like to work with SAQO to develop a fracking and verlfication methodology.

In addition to on-going responsibilities relative to supporting agency
operations. DIR reporting. and the implementation of Senate Bill 1 initiatives,
RIO has done the following:

o PC hordware/software purchase standards and a recommended
pockage of products to meet this standard; Completed 5/12/98
« Appilication proposdl, review, and developrment standards;
Complated 3/15/98
s Custorner Support policles and procedures; Drafted 10/14/97
o Neftwork Management policies and procedures; Drafted 2/9/98

&) Fostered improved communication between agency staff on IR issues
by: having weekly meetings on IR related issues (called TSD Reports);
On-going: Started 10/14/97.

8§y Fostering coordination of employees using Geographic Information
Systems (GI8); On-going: Started 11/3/97.

5) Chartaring a cross-functional Primary Databose Architecture team to
foster better integration of agency daia resources; Completed: 5/28/98

5 Focused efforls on the applications listed by:

= Developing Gonit charfs, conceptual models, and providing
consultation on the Financial Information System (FIS); On-going: Started
12/18/97

s Guiding agency-wide use of address information maintained in the
Project Tracking Systemn (PTS) and otherwise extending the usefuiness of
the PIS data model: On-going: Started 1/15/98

Conducting a detailed analysis of the potential acquisition of a new
Budiget and Accounting system software; 6/22/98
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Agency No. 580
Water Development Board

Finding 1-A, 1-8: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

1-A: Some key Information needs not met

1-B: Investment in Information resources not adeguately protected

Racommendation Status Reported by Agency
6 Developing:

« Aninfemet feam charter (to foster improved understanding and use of
the Internet); Drafted 5/28/98

GIS use procedures: Drafted 4/12/98

Microsoft Office Migration Plan; Drafted 4/17/98

Intranet guidelines; Drafted 6/9/98

Regarding FIS, beta testing actual data and debugging the programs
are currenfly occurming: 11/1/98 (an estimarte of 60-90 days affer
debugging).

* B » &

Contact: Resource information Office, Roddy Seekins

For the most part, the assessments in this section are correct.

Finding 2-C: Overall Status as of 6/30/98: IMPLEMENTED

Some gccounting transactions are incorect.

Recommendation Status Reported by Agency

Ensure that accounting Status as of 6/30/98: IMPLEMENTED
entries for lapses, budget
Sgﬁézsggaﬁ?m ce We changed the way fransactions are entered on USAS starting 9/1/97.
carryovers are correctly
entered into USAS,

Contact: Office of Admin. & Support Senvices, Patfricia Todd

Management’s Response from Qrigingl Report:

Concur with recommencdiation statement.
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Agency No. 580
Water Development Board

Finding 3-A:

Qvaerall Status as of 6/30/98: IMPLEMENTED

The Board should use its authority o promote consistency and a level playing field.

Recommendation

Status Reported by Agency

Provide a governance
model for reglonal
planning groups.

Status as of 6/30/98: IMPLEMENTED

The "Model' bylaws were distributed fo Regional Water Planning Groups on
3/11/98. The groups are 1o consider these when they adopt their by-laws.

Contact: Office of Planning, Dr. Tommy Knowles

Concur with recommendation.

Finding 3-B:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Uncertainties over data may require planning milestones and a more explicit decision-maoking structure

Recommendation

Status Reported by Agency

Establish timeiines and
criteria for resolution of
conflicting demographic
data.

Status as of 6/30/98: PARTIALLY IMPLEMENTED  Target Date: 7/31/98

By §/29/98, draff guidelines were distributed to Regiondl Water Planning
Groups. They have been maled 1o RWPGE for review and comment by
5/29/98. Groups will have 30 days to provide comments. Guidelines will be
finaled and distibuted 1o RWPGs by 7/31/98.

Contact: Office of Planning, Dr. Tommy Knowies

Management’s Response from Original Reoor:

Agree with recommendations.
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Agency No. 580
Water Development Board

Finding 3-C:

H Overall Status as of 6/30798: IMPLEMENTED

Criteria for approval and consistency review of local and regional plans may require clarification

Recommendation

Status Reported by Agency

Clarify the consistency
review process and criteria
for accepting regional
plans.

Status as of 6/30/98: IMPLEMENTED

Rules adopted on 2/19/98 addressed the issuss and clarfy the extent to
which unmet needs may be included in an approved water plan, Other
aspects of recommendation regarding requiring consistency determination
are not authorized in Senate Bill 1.

Contact: Office of Planning: Dr. Tommy Knowles

) rom Oricingl Report

TWDB Is authorized 10 review consistency between regions but not within a region.

Finding 4:

Cverall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Engineering review and construction monitoring should target the highest design and construction risk.

Recommendation Status Reported by Agency
Englneering review and Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/98
construction monitoring
should targst the highest We have modifisd the unscheduted inspection report to include

deslgn and construction
risk.

identification of problem projects to begin data collection of high risk profile
projects (December 1997). We have begun programming of change order
“reason’ Information (March 1998) with an expected completion date of
September 1998. Information will be used to identify characteristics of high
risk projects and feedback into the design review process. We have
coordinated and propose to implement (July 1998) a “high confidence’
review agreement with San Antonio, We are in the process of developing o
risk ranking procedure to identify additional candidates for abbrevioted
enginaering reviews, with an expected completion date of September 1998.
We are continuing 1o employ informal, abbreviated review decisions based
on institutional knowlgdge of and prior experience with applicants and
sngineers.

Contact: Office of Project Finance & Construction Assistance, Kevin Ward

) Srigingl Report:

Concur with recommenidation.
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Agency No. 580
Water Development Board

Finding 5-A:

Qverall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Recent reorganizations will aid in meeting upcoming challenges.

Recommendation

Status Reported by Agency

Monitor the impact of
recent reorganization,
particularly on specialists
such as environmental
reviewers and lawyers.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:

The recommendation Is to monlitor so it is ongoing. Structures are in place or
being developed to address these lssues.

OPFCA:

The Center of Excellence has continued to make progress in this area by
cataloging procedures and policies for the professions: Financial Analyst and
Environmental Reviewers staffing potterns (standard job descriptions,
experience requirements and pay scales) have been established as the first
step in developing comprehensive career ladder documentation (Feb.
1998); legal staff have starfed development of a staffing paffem for their
career ladder (April 1998).

Planning:

Regarding loss of expertise and professional orientation, the planning
reorganization is built on having a functional home for staff and they will be
assigned on a temporary basis to perform an assignment with a regional
team. They will refum to the functional organization after the assignment
and the supervisor of that functional organization will review their
performance, thus ensuring abillity o monitor and mitigate any loss of
expertise or change in professional orientation.

A sub-recommendation involved the potential inconsistency in policy and
procedure across regional teams: We have implemented a consistent
review fist for groundwater managernent plan certification review and
technical review of regional planning grant requests. Rules describing
regional water planning were adopted by the Board on February 19, 1998,
All questions on rule interpretation are placed in one document and
response developed by the Planning Steering Council are also placed in the
document that is avallable for all staff to consult. All contract procedures
have been centralized in one unit to ensure consistency. That unit will audit
compiiance with procedures by the confract managers. The Planning
Steering Council meets weekly to review implementation of the planning
program to identify and correct any inconsistencies.

By August 1, a procedure will be in place to audit project managers actions
and completenass of project files related 1o the regional planning teams.

Contact: Office of Project Finance & Construction Assistance, Kevin Ward

i8] t's R

vinal

Concur with recormmendation.
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Agency No. 580
Water Development Board

Finding 5-B: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED
integration of planning and financing complete.
Recommendation Status Reported by Agency
Explore ways 10 link Status as of 6/30/98: NO ACTION TAKEN Target Date: 7/98
planning and financial
programs. Team to be chartersd 7/98.
inifial recommendation to be made 9/98. Communication and coordination
ongoing thereafter,

A cross-divisional team wilt be formed and chartered to make
recommendations on how 10 better communicate information between the
regional water planning areas and the regional project management

(financing) team boundarles and Inspection and Field Support Office
boundaries.

Contact: Project Finance and Construction Assistance, Kevin Ward and
Office of Planning. Dr. Tommy Knowles

ment’

Generally. concur. Federal rating systems for financial assistance are not always consistent with long range
water development goals.

Finding 6: Overall Status ¢s of 6/30/98: PARTIALLY IMPLEMENTED
internal audit function not fully aligned with State's Intemal Auditing Act.

Recommendation Status Reported by Agency
Ensure administrative Status as of 6/30/98: NO ACTION TAKEN Target Date:
compliance with the state
infernal Audifing Act. Revision and update of the risk assessment is planned for completion by the

end of Fiscal Year 1998 (8/98).

A revised audit plan for Fscal Year 1998 has been drafted for Audit
Committes approval in 6/98.

A peer raview has been planned for Spring 1999, Although an infernal
assessment has been planned for this summer, the actual peer review should
wait until the curent Director of infernat Audit has had fime to complete
some audit work. 4/99

Future audit reporis will state whether the work was performed in
accordance with generdlly accepted government auditing standards.

Contact: Shard Daffern, Internal Auditor

Management's Response from Original Report:

Wili revise risk assessment following reorganization. Redlistic estimates of completion (of annual audit plan).
Peer review has been scheduled. Reports will inciude a statement indicating conformance with GAAS.
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Agency No. 592

Soil and Water Conservation Board

1998 Small Agency Management Confrol Audit
SAQ Report No. 98-035, Aprll 1998

Finding 1:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Board has drafted the Reference Guide, *Nonpoint Source Pollution Abatement,” for petforming annual
status reviews. Currently thay are in the process of revising these guidelines, and the goveming board has
not vet formally approved them. In addition to the guidslines. the Board needs to develop detailed
procedures for conducting the reviews and for completing the associated evaluation form.

Recommendation Status Reported by Agency
Conslder adopting Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98
procedures that
specifically describe the The "Reference Guide, Nonpoint Source Pollution Abaterment” has been
steps to be perforrmed revised to include the detalled procedures necessary to conduct the

during annual status
reviews of Soil and Water
Conservation Districts.

reviews, The Guide is now under executive review and will then be
presented to the State Board for formal approval.

Contact: Beade Northcut, Conservation Programs Division

The State Board concurs with the auditor’s follow up report, It s anticipated that the document will be
presented to the Board for formal approval at the Board's May 1998 meeting.

Finding 2:

Overall Status as of 6/30/98; IMPLEMENTED

The Board developed a disclosure statement 10 be completad by all directors of local soil and water
conssrvation districts parficipating in the cost- share assistance program. Although management notified
the directors in writing of the procedure change, it Is not consistently followed.

Recommendation

Status Reporled by Agency

Develop a disclosure
statement to be
completed by alf Directors
of local 3ol and Water
Conservation Districts
participating in the cost-
share assistance program.

Status as of 6/30/98: IMPLEMENTED

Contact: Leonard Pietzsch Jr., AccountingDivision

v s R o Origingl Report:

The State Board agrees. Al appiications for cost-share assistance are now being reviewed as a separate
process to determine if the applicant is a distiict director. Applications by directors will not be processed in
Accounting without the disclosure statement,
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Agency No. 5§92

Soil and Water Conservation Board

Finding 3:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Board stlil needs to develop specific and formal procedures to ensure compliance with the statute
requiring agencies to list all job apenings with the Texas Workforce Commission.

Recommendation Stajus Reported by Agency
The Board should establish | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98
procedures to ensure

compliance with the
statute requiring all
agencies to list all job
openings with the Texas
Worskforce Commissicn for
which persons from outside
the agency will be
considered.

The State Board has completed written procedures as recommended. In
addition, a quarterly listing of positions posted will be used to verlfy
compllance.

Contact: Victorla Gutierrez, Human Resource Division

Management's Response from Qriginal Report:

The State Boord agrees with the recommendation and will continue fo formalize ifs procedures as the
auditor recommends, with final implementation to be completed during fiscal year 1998,
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Agency No. 655

Department of Mental Health and Retardation

An Audit Report on Management Conirols at Dallas Community Mental Health &

Mental Refardation Center
SAQ Report No. 98-005, November 1997

Finding 1:

Overall Status as of $/30/98: IMPLEMENTED

The Board has periodically become involved in the dally functions of the Center rather than participating in
its nomal capacity as an oversight body. which could render the staff ineffectual on o day-to-day basis.

Recommendation

Status Reporied by Agency

The members of the Board
of Trustees should distance
themselves from
operational Issues and
provide the Chief
Executive Officer with the
support and latitude
needed to effectively
manage the Center’s daily
Qctivities.

Status as of 6/30/98: IMPLEMENTED

To be verified by the Internal Auditor by 7/21/98

tees’

i

See next finding for combined responses.

Finding 2:

Qverall Stakus as of 6/30/98: IMPLEMENTED

Relationships between the Board and advocacy groups and between the Board and Center staff are not

always positive,

Recommendation

Status Reporied by Agency

Enhance the Center’s
publlc image by
consistently building
positive and effective
relationships with
advocates, consumers,
and aif persons interested
inthe Center, Additionaily,
conduct all Board and
committee meetings ina
way that opens channels
of communication and
prasenves the honor and
dignity of all persons
involved.

Status as of 6/30/98: IMPLEMENTED as of 2/28/98

To be verified by the intemnal Auditor by 7/21/98
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Agency No. 655
Department of Mental Health and Retardation

Finding 2: Overall Status as of 6/30/98: IMPLEMENTED

Relationships between the Board and advocacy groups and between the Board and Center staff are not
atways positive.

Recommendation | Status Reported by Agency

, rom Origingl R :

Due fo a substantial turnover in the Senlor Management of the Center and the Center’s independent
auditors issuing of a management report citing material weakness, the Board of Trustees believed that it
was necessary fo become more involved in the management of the Center, Since that perod, the Senior
Management Positions have all been filled. There has been a 556% furnover of Trustees, As a resulf of the
turnover of Trustees, we believe that substantial progress hos already been mode and that there now exists
a spirit of cooperation between the Board of Trustees, the advocacy groups, and the Center staff. Also that
the present members of the Board of Trusfees are very careful fo promote that spirlt of cooperation and to
maintain the separation between the Board and Staff functions,

Since a majorify of Trustees have been appointed subsequent to the major problems cited in your report,
we respecifully request that the State Audiitor revisit this issue, Interview Center staff, advocacy group
members and Trustees and read minutes of recent meefings fo understand the positive change that has
faken place.

Finding 3: Overali Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Center has not used its intemal audit function effectively, which may increase the risk that material
errors and Iregularities will occur and not be detected In a timely manner by management. Also, the
internal Auditor is not in compliance with the Standards for the Professional Practice of Infernal Auditing.

Recommendation Status Reported by Agency
The Board of Trustees and Startus @s of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/31/98
management should

The audit committee will be brefed by Deloitte & Touche on intemal auditing
concepts af their July 98 mesting, and the Internal Auditor has been added

. fo the Board of Trustees Pre-Service Training agenda for the new board
gf:heeiiglggg ;}%ﬁgg:\%?g members. In addition, the Board will receive monthly "Compliance Updates”
Auditor. The Board should from the Intemal Audifor in thelr board pccke’rveoch monih to be reviewed
become more actively as a briefing ftem at each board meeting beginning in Juty 98.

involved with the intemal
audit function.

review the concepts of
infernal auditing in order fo

The job description for the Status as of 6/30/98: IMPLEMENTED
Internal Auditor should be
revised.
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Agency No. 655

Department of Mental Health and Retardation

Finding 3:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Center has not used Its intemal audit function effectively, which may Increase the risk that material
errors and iregularities will occur and not be detected in o fimely manner by management. Also, the
Internal Auditor is not in compliance with the Standards for the Professional Practice of Internal Auditing.

Recommendation Status Reported by Agency
Management should Status as of 6/30/98; PARTIALLY IMPLEMENTED Target Date: 7/31/98
promote and support the
Internal Auditor’s Deioltte & Touche will be providing specific one-on-one training for the
devslopment and Internal Auditor as well as other key Fiscal staff members regarding infernal
adherence fo policies and | audifing concepts, standards, and practices.
procedures that helo
ensure compliance with
the Standards for the
Professional Practice of
internal Audifing.

Both the CFO and the CEO have issued ¢ memorandum to the intemal Auditor stating that he/she has
unrestricted access to the Board of Tiustees to report on any findings deemed necessary. Policies and
Procedures will be deveioped oullining Internal Audit's purpose. scope. authority, responsibility, and
organizational independence in accordance with the Standards for the Professional Practice of internal
Auditing. The internal Auditor’s job description will be reviewed and revised. There will alsc be the
formation of an qudit committee. Implementation should be by Jonuary 1, 1998.

Finding 4:

Overall Stalus as of 6/30/98: IMPLEMENTED

Policies and procedures related to client trust funds. applled income and rent, and Medicald payments
either did not exist or were not being followed, which resulted in overmpayments o the Center.

Recommendgation

Status Reported by Agency

Develop and enforce
policies and procedures
regarding accounting for
consumer trust funds,
applied income and rent,
and Medicaid payments.

Status as of 6/30/98: IMPLEMENTED
Verified by B.B. Scott, TDMHMR quallty assurance onalyst, s of 6/30/98.

Policies and procedures regarding accounting for consumer frust funds,
applied income and rent, and Medlcaid payments have been reviewed
revised and implemented. In addition, those policies and procedures
specific to consumer trust funds have been revised yet again and rewritten in
greater detall in response to the finding of the TDMHMR auditors during their
three-day review in April 98. The TDMHMR auditors have agreed, at the
request of DCMHMR, to another consultative review in August 98 1o assess
administration compliance with the HCS and ICF-MR contracts and make
recommendations, as needed, to comect any deficiencies found at that
fime.
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Agency No. 655
Department of Mental Health and Retardation

Finding 4: Overali Stadus as of 6/30/98: IMPLEMENTED

Policies and procedures related to client trust funds, applied income and rent, and Medicaid payments
1 sither did not exist or were not being followed, which resulted in ovempayments to the Center.

Recommendation | Status Reported by Agency

Ez f’g j ::. !E !’

We will review the policy and procedure for compliance with the performance confract with TXMHMR and
Generally Accepted Accounting Principles. Policies and procedures are also being reviewed and updated
regarding Applled Incorme 10 be implemenied by 2/8/98; quarterly reviews.

Finding 5: Overall Stalus as of 6/30/98: PARTIALLY IMPLEMENTED

The Center did not effectively use or analyze available information 0 support the decisions 1o purchase
two major real estate acquisitions totaling $2.5 miliion,

Recommendation Status Reporied by Agency

Develop policles and Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/31/98
procedures 1o gulde staff in
the purchase of major real | A Facilities Acquisition Policy has bean draffed but has not been finalized,
estate acquisitions. A The Board and management, however, are aware of the necessary

needs andlysis and/or a procedures as evidenced by the discussion of a proposed lease in the April
cost benefit analysis should | 1998 Board Mesting Minutes. In addition, future cost benefit analysis

be performed prior to any prepared in accordance with this policy will be reviewed by the financial
magjor acquisition. The Planning and Analysis Core Process Team before submission fo the Board.
analysis should Include
formal input from the
Center’s staff and
rmanagement and/or from
outside consultants. The
preparation of the analysis
should be monitored and
reviewed for completeness
and appropriatenass by a
knowledgeable
management committee.

The policy and procedures are currently being reviewed to incorporate a Needs Analysis which will
included Input from the Board of Trustees. the Center’'s management staff, oulside appraisers, architects,
and engineers prior to any major acaquisifion. This will be implement by 12/31/97.
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Agency No. 655

Department of Mental Health and Retardation

Finding 4;

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Our review of selected policles and procedures showed numerous Instances of noncompliance.
Additionally, we noted several instances where a policy or procedure was not established o address
various situations including use of celiular phones and pagers, travel expenses, non-travel advances, leave
requests, operating manuals, and invesiment palicy.

Recommendation

Status Reported by Agency

Reconcile cellular phone
and pager requisttions with
the master lists. Establish
policies and procedures for
issuing celiular phones and
pagers based on the
needs of the Center.
Include a system to retum
these ltems to the
Purchasing Deparfment for
re-issuance when no longer
nesded.

Status as of 6/30/98: IMPLEMENTED

In addition to the new policy, the CFO must approve all ¢cell phone
requisitions for reasonableness and compliance with the policy. To be
verified by the Intemat Auditor as of 7/21/98.

Set up a tickler system 1o
assist in collecting expense
documentation to support
advances. The number of
individuals with the
authority to book out-of-
state fravel should be
limited.

Status as of 6/30/98: IMPLEMENTED

An open advance file s maintained by the Accounts Poyable manager with
weekly review and follow-up. Only the CEO can approve out-of-state travel.
To be verified by the Internal Auditor as of 7/21/98.

Bevelop and implement
policies and procedures 1o
addrass non-travel
acvances.

Status as of 6/30/98: IMPLEMENYED

Non-travel advances are no longer made as this practice was deemed to
have no legitimate business purpose for the Center. To be verlfied by the
Intemal Auditor as of 7/21/98.

Comply with policies and
procedures regarding
leave approval.
Accountability would be
improved if o Board-
designated Board member
approved leave for the

Status as of 6/30/98: IMPLEMENTED

The Board Chaiman now approves teave for the CEQ. To be verified by the
intemal Audifor by 7/21/98.

Chief Executive Officer,

Develop operating Status as of 6/30/98; PARTIALLY IMPLEMENTED Target Date: 3/31/99

rmanuails for deparfments. .
Operating manudls exist for some deparfments (e.g., fiscal) but progress is

;h;p;ggg‘(‘l?f ;22%;“ Include | ow due to the detail nature of this fask and the fact that individual

objectives, and departments frequently revised thelr staffing for certain functions.

procedures.
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Agency No. 655
Department of Mental Health and Retardation

Finding 6: Overail Status as of 6/30/98; PARTIALLY IMPLEMENTED

Our raview of selected poiicies and procedures showed numerous Instances of noncompliance.
Additionally, we noted severdl instances where a policy or procedure was not established to address
various situations including use of celiular phones and pagers, travel expenses, non-fravel advances, leave
requests, operafing manuals, and investment policy.

Recommendation Status Reported by Agency
Ensure that investrent Status as of 6/30/98: IMPLEMENTED
procedures are

documented in ¢ fimely To be verified by the Internal Auditor by 7/21/98.
manner. Also, amend the
current investment policy
1o include the new
requirements of the Public
Funds investment Act.

Management's Response from Origingl Report:

The policies and procedures related to the areas mentioned above will be reviewed and appropriate
changes will be made fo accommodate recommendations. Lotest implementation date 2/28/98.

Finding 7: Qverall Status as of 6/30/98; IMPLEMENTED

Performance evaluations were not completed within the past year for a sample of 52 staff members who
had bean ot the Center for longer than one year.

Recommendation Status Reported by Agency
We recommend that a Status as of 6/30/98: IMPLEMENTED as of 2/28/98
regular system of
performance evaluations
be developed and

implemented. Evaiuators
should have training in the
process 1o ensure faimess
and uniformity, so that the
process s most beneficial
to the Center and fis
employees.

< ; .
:

At the time of the audlt process. stoff was developing an evaluation process fo include supervisors, peers,
customers and subordinate staff. The procedure has been complefed, approved, and presented to
supenvisors ond managers. As of September 1997, empioyees are enfering the appraisal process on or
before their anniversary dotes. The Humaon Resources Department will maintain a fracking ond reporting
system that will monitor the timely complefion of all appraisais and provide updates of outstanding
appraisals. Implemented by 9/1/97.
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Agency No. 655

Department of Mental Health and Retardation

Finding 8: Overall Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION
Center staff members do not always attend required training, and management has no means of tracking
compliance,

Recommendation Status Reported by Agency

Required fraining should be
clearly identified in a
fommat useful to supervisors
and staff. Policies and
procedures should be
developed to help ensure
that staff members aftain
and maintain required
training, including
appropriate consequences
for failure to do so. A
capabllity should be
developed 1o inform staff
members and supervisors
of needed training in a
timely manner.

Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION Target Date: 08/15/98

Currently, Human resources is required to access two systems to produce a
complete report of training received by an employee. All current training
activity is being entered in a timely manner info the Ross system. However,
the transfer of historical data from the old system to the Ross system has been
held up by numerous technical challenges. Ulfimately, this data will be
transferred manually if necessary.

Manggement’s Response from Original Report:

The former tracking system will be down-loaded into the new Human Resources Ross system, providing a
cenfralized location for all training data. Reports will be generated to show the outstanding fraining
required by each Center employes.

Finding 9:

Overall Status as of 6/30/98: IMPLEMENTED

Some personnel files are missing important documentation to support staff members’ credentials,
quadlifications, and employabllity factors. Also, some personnel files contain inappropriate information.
Currently, there is no routine check to ensure that personnel files are complete and that inappropriate

information is removed.

Recommendation

Status Reported by Agency

Develop a function to
verify professional
credentials and assign it
with the responsibility to
ensure that all professional
staff members who are
required to be licensed
have and maintain current
licensure in good standing.

Status as of 6/30/98: IMPLEMENTED

A Credentialing Specialist position has been created and filed in the
Managed Care Department with initial and ongoing verification of licensing
being one of the primary responsibilities. Prior to this position being filed,
verification was performed by the Human Resources File Clerk.
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Agency No. 655

Department of Mental Health and Retardation

Finding 9:

Overail Status as of 6/30/98: IMPLEMENTED

Some personne! files are missing important documentation to support staff members’ credentials,
qualifications, and employabiliity factors. Also, some personnel files contain inappropriate information,
Currently, there is no routine check to ensure that personne! files are complete and that inappropriate

Information is removed.

Recommendation

Siaius Reporied by Agency

Policies and procedures
should be developed and
implemented to ensure
that original source
verification of the required
educational level is
obtained for sach
applicant in a timely
manner,

Status as of 6/30/98: IMPLEMENTED

A Human Resources File Clerk position has been created and filed with the
verification of employee documentation and elimination of extraneous
information being the pimary job duties.

Develop the capability to
produce an accurate list of
curent employees as
needed. This list should be
supplied o unit managers
o verify completeness and
accuracy immediately
prior to the annual driving
record checks.

Status as of 6/30/98: IMPLEMENTED

The successful upgrade of the Ross Payroll application to version 5.7.1 has
enabled this report to be produced on-demand. To be verified by the
Internal Auditor as of 11/30/98.

Develop and implement o
policy and procedure to
ensure that a criminal
background check is
requested on each new
employse within three
days of employment, and
that reguiar checks be
instituted to ensure that a
rasponse is received.
Appropiiate procedures
should be developed to
check new employses
frorn other states.

Status as of 6/30/98; IMPLEMENTED

Devslop and Implement a
policy that provides and
ensures G check for
accuracy of 9 forms
before the third day of
employment and dictate
appropriate comective
measures to ensure forms
are obtained and
compieted in a timely
manner,

Status as of 6/30/98: IMPLEMENTED
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Agency No. 655

Department of Mental Health and Retardation

Finding 9:

Overall Siatus as of 6/30/98: IMPLEMENTED

Some personngl files are missing imporant documentation to support staff members’ credentials,
qudlifications, and empioyability factors, Also, some personne! files contain inappropriate information,
Currently, there is no routing check to ensure that personnel files are complete and that inappropriate

information is removed.

Recommendation

Status Reported by Agency

Develop and implement
policies and procedures
that require regular reviews
of personnel files and
related material for
inappropriate and
prohibited information, with
appropriate methods for
correction.

Status as of 6/30/98: IMPLEMENTED

A Human Resources File Clerk pesition has been created and filled with the
verification of employee documentation and elimination of extraneous
information being the primary job duties.

) rom Orlainal Report

itis acknowledged that certain documents were missing from personnel files, and that there was no
process 1o review personnel files for standards complionce, However, a monthly review of one-twelfth of all
active personnel files is now included in the job description of the newly created HR File Clerk.

Finding 10:

Overall Stalus as of 6/30/98: PARTIALLY IMPLEMENTED

The contract management process needs improvement to ensure better contracts and monitoring

procedures.

Recommendation

Status Reported by Agency

institute a review system for
confract provisions.

Status as of 6/30/98: IMPLEMENTED

To be reviewed by the internal Auditor as of September 3, 1998,

Develop a uniform rate
setfting methodology.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98

Proposed contfract rates are compared to established Medicaid rates and
Market rates (where availabile) but no formal policy has been drafted.

Develop minimum basic
monitoring policies and
procedures.

Status as of 6/30/98: IMPLEMENTED

To be verified by Infernal Auditor as of September 3,1998

Ensure that all necessary
provistons are included in
the contract.

Status as of 6/30/98: IMPLEMENTED

To be verified by Internal Auditor as of September 3,1998.
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Agency No. 655

Department of Menial Healih and Retardation

Finding 10: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED
The contract management process needs improvement 1o ensure better contracts and monitoring
procedures.

Recommendation

Status Reported by Agency

.
Manogement's Response from Qriginal Report:

DCMHMR did not have personnel dedicated to confract managemenit untit April 1996 when a Senior
Contract Manager position was created and fllled. Over the next eighteen months, three confract lialsons
were employed, at staggered intervals, and assigned the fask of moniforing purchased service contracts
with extornal agencies. For Fiscal Year '98, a full time Legal Counsel position was created and assigned
administrative oversight to the Contract Management division. That position has been filled, with the
attornay scheduled to begin work November [, 1997,

Also, The Center Is currently reviewing and developing procedures for contract management.

Finally, a contract database that will contaln basic contract profile information as well as performance
data is in the process of development,

Finding 11:

Overall Status as of 6/30/98: IMPLEMENTED

There remain significant issues from the fiscal year 1994 single audit findings because stated comrective
actions have not been implemented.

Recommendation

Status Reported by Agency

Reevalugte and reprioritize
the current commitments
of the Information Services
Division, giving significant
emphasis o ensuring that
the remaining Information
services-related

Status as of 6/30/98: IMPLEMENTED

Ons element, locking of user IDs after excessive Invalid access attempts, has
rof been universally incomporated into Center procedures (.e,, after 3
attempts for all applications) due 1o the number of new applications
requiring user support around this issue. Uniil user-demand drops to
accepiable fevels, locking of user IDs in certain applications would cause

recommendations are help desk staff to spend an inordinate amount of time unlocking those ids. To
implemented no later than | be verified by Infemal Auditor as of 10/09/98 and the extemal audttor in their
their revised target dates. FY98 management letter.

Ensure that the new Status as of 6/30/98; IMPLEMENTED

accounting and payroll

systems are fully To be verified by infernal Auditor as of 10/09/98 and the external auditor in

operationdl by the revised
timetables,

their FY98 management leter.

The Accounting Section
shouid review and update
accounting policies and
procedures, intemal
controls, and job
descriptions, and provide
continuing education o
appropriate accounting
staff.

Status as of 6/30/98. IMPLEMENTED

To be verified by Internal Audifor as of 10/09/98 and the extermnal audifor in
their FY98 management letter.
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Agency No. 655

Department of Mental Health and Retardation

finding 11:

Overall Status as of 6/30/98: IMPLEMENTED

There remain significant issues from the fiscal year 1996 single auditt findings because stated corrective
actions have nof been implemented.

Recommendation

Status Reported by Agency

Enforce the established
policles and procedures
over cash deposits and the
ransfer and disposal of
fixed assets.

Status as of 6/30/98: IMPLEMENTED

To be verified by Internal Auditor as of 10/09/98 and the external auditor in
their FY98 management letter.

S F rom Origingl Report:

All areas are being addressed and pians ore In progress fo Implement the recommendations suggested by

the external audifor.

Finding 12:

Overall Status as of 6/30/98; IMPLEMENTED

The Center has no automated method to frack individual consumer accounts recelvable.

Recommendation

Status Reported by Agency

The implementation of o
client billing system should
be given top priority. An
aging analysis should be
done ¢t ieast monthly. If
the Center continues to
prefer a decentralized
billing structure, allowing
clerks physically located at
provider locations 1o
originate billing, then the
Center should perform an
organizational and
operational review of the
appropriate accounting
processes to ensure
accuracy and
compliance.

Status as of 6/30/98: IMPLEMENTED

SMS Allegra Patient Accounting System (PFS) go-live was 6/1/98. To be
verified by Intemat Auditor as of 11720798, In addition, a comprehensive PFS
review will be performed by TDMHMR in August 98.

Management's Response from Qriginal Report:

The Implemenication of the new client billing Is on frack for a February 1, 1998, go-live. This project has been
given very high priorty since the inception of the new information system projects, as evidenced by the
amount of staff resources and consuliont expenses expended on this project,
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Agency No. 696
Department of Criminal Justice

An Audit Report on Performance Measures at 26 Stafe Agencies
SAQ Report No. 97077, August 1997

Finding 1:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Source documentation was not available for calcuiation and reporfing on the key mecasure "Releqse

Revocation Rate.”

Recommendation Status Reported by Agency
Download the Monthly Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 2/28/98
Supevisory Database on G
perodic basls to tape or Beginning January 1998, Data Services crected *Data Sets" which match
disk. Parole monthly statistical reports. Such data sets will be mainfained

Indefinitely and will provide detall source documentation for the specific
measure in question as well as others. Currently, there are six sets avallable
for audit.

implementgtion History

Status as of 12/31/97: PARTIALLY IMPLEMENTED  Target Dote:1/31/98

TDCJ Dala Services will create a detall file each month supporting all parole
supervision monthly reports. The file will be stored on tape for up to five (5)
years and will be accessible for recreating the monthly reports or extracting
detailed information for qudit verification purposes.

Contact: Raymond Pyeatt, Director of Internal Audit

Manggement's Regponse from Qrigingl Report:

Management concurs. Definiflons were changed o solve the problem,
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Agency No. 696

Department of Crirminal Justice

An Audit Report on Management Conirols at the Texas Correctional Industries
SAQO Report No. 98-004, November 1997

Finding 1:

Qverall Status os of 6/30/98: PARTIALLY IMPLEMENTED

TCI has not structured #s planning process 1o meet ifs statutory objectives.

Rocommendation

Status Reported by Agency

Prioritize the goals in TCI's
enabling legislation and
devslop strategies to fulfill
al facets of TCI's statutory
objectives (n dignment
with established priorities).

Status as of 6/30/98: IMPLEMENTED as of 1/29/98

Presented prioritization of godls and received guidance fo address goals
from TBC.J, Subcommiftee for Logistics & Operations aond TDCJ executive
maonagement. Developed matrix for fracking statutory goals.

Consider developing o Status as of 6/30/98; PARTIALLY IMPLEMENTED Target Date: 9/1/98
separate TCI job-training
program within TCI. Action Plan has been developed to establish and monitor meaningtul
Training Programs at TC1L
Contact: Cathleen Richards, Executive/industry
Management's Response from QOriginal Report:

TCI wiif seek aavice on the development of strategies and the newly mandated statutory objectives from
the Support Operations Committee TBCJ at the November 20, 1997 meeting. TCI will prepare a report on
the outcome of the meeting fo the State Auditor

No Action Plan developed. Compiled documentation and submitted to TBCJ Board on January 29, 1998.
Presentation was presented fo SAQ and approved.

Recommendation

Status Reported by Agency

Review the strategic
planning process to ensure
that the varlous TCl plans
derive logically from he
overalt Depariment
strategic plan,

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98

Action Plan has been developed redefining TCI's Strategic Plan. Monitor
and review plan annually to ensure compliance.

Man X

R

TCl is presently developing & job-fraining program in conjunction with Windham Schoof Systern. TCI will aiso
deveiop an action plan fo increase implementation of existing TDCJ on-the-job fraining programs that are
cumently in use in our factories.

Amended Monogement's Response:

A comprehensive Action Plan has been developed.
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Agency No. 696
Department of Criminal Justice

Finding 2:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

information on TCI's effectiveness is unavailable and additional medsures are needed to report on financial
performance and guide Internal operations.

Recommendation Status Reported by Agency
Determine some Status as of 6/30/98. PARTIALLY IMPLEMENTED Target Date: 2/1/9%
meaningful, ecsily
measurable output Pilot Study Completed 01/26/98.

measures for TCI to use as
immediate, interim
indicators of success.

Action Team set up. Actlon Plan developed fo identify jobs in TCI. Assigned
D.O.1. Codes to dll jobs. Cross reference D.O.T, Codes with OES Codes
utilizing dota from Texas Workforce Commission. Conducied pitot study af
Texiile Mill to determine OES Codes used in factory and job avallability
through 2005.

1 7

i

TCH willl set up an action team and develop an action pian 1o implement this recommendation.

.........

Amendaed Management’s Response:

The Management Response Form submifted November, 1997, stated the TDCJ would hire an independent
accounting fim. TDCJ elected not fo hire a consulting fim but developed detalled Action Plans.

Recommendation Status Reported by Agency
Develop outcome Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Daote: 2/1/99
megsures to gauge

progress in meeting goals.

Same as above.

TCH will set up an action team and deveiop an action plan to implement this recommendation.

Amended Management's Response:

Same as above.

Recommendation

Status Reporied by Agency

TCt should establish a
comprehensive monitoring
systemn to focus attention
on potential problem
arecs, identify factories
which may have
developed exempliary
processes, and as a means
of gauging factory
performance. Routine
review and analysis of
account balances and
their relationships with
each other should yield
useful information.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98
Began 12/05/97. Negotiation with outside CPA firm, Cancelled 02/09/98.
Began 02/06/98: Action Pian developed to establish a cost accounting
methodology and model. Engaged the services of the University of Texas,
College of Business, fo assist in development and assessment.

Began 11/25/97: Industial Operations iInformation System. Action Plan
developed to automate cost accounting model,

Contact: Cathieen Richards, Executive/industry
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Agency No. 696
Department of Criminal Justice

Finding 2: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Information on TCI's effectiveness is unavailable and additional measures ae needed to report on financial
performance and guide intemal operations.

Recommendation | Status Reported by Agency

M b R om Origingl Report:

TCI wil formn an action team 1o develop the comprehensive moniforing systern.

¢

1t

A collaborative effort, between the College of Business and the Center of Criminology and Criminal Justice
Research at the University of Texas and TCI has commenced fo design a cost accounting methodology
and model, Detailed Action Plans have been drafted to enable implementation of the comprehensive
model and automation of these concepts.

Finding 3: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

TCHhos entered into new industries without having obtained enough Information to analyze whether these
commitments were good business decisions,

Recommaendation Status Reported by Agency
Develop specific criteria Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/15/98
and processes for
implementation of new Policy redrafted to include Standard Operating Procedures and Business
businesses. TCImight want | Planning Worksheets, Policy Is in process of obtaining approval from the SAD
to consider having the prior to a review by the TDCJ Legal staff and approval by the TBCJ Board
Prison industry Advisory Support Operations Commitiee.
Board review the plans to
ensure that the plans meet
all criteria.

Management's Rasponse from Qrgingl Report:

TCI will establish on action team to develop a policy and procedure fo achieve the Implernentation of this
recommendation. The pollcy and procedure will be evaluated by the Support Operations Commiftee of
the Texas Board of Criminal Justice.

Amended Mancogement's Response:

Action Plan was not drafted as recommendation was adadressed vic a policy.
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Agency No. 696
Department of Criminal Justice

Finding 3:

Overall Stotus as of §/30/98: PARTIALLY IMPLEMENTED

———

TCI has entered into new industries without having obtadined enough Information fo analyze whether these
commitments were good business declsions,

Recommendation

Status Reported by Agency

The Board'’s policy should
clearly define what a new
busingss or a new product
is and should establish a
cost above which new
products or Indushies need
Board approval.

Stotus as of 6/30/98: OTHER

Completed 1/19/98.

lssue addressed by Carl Reynolds, General Counsel for the TBCJ, during
meeting held on 06/14/97. TCIwill not draft a new board policy.

TCI will establish an action team fo droft a 1BCJ policy.

Amended Monagement’s Response:

A new board policy will not be required as lssue was addressed by Carl Reynolds, General Counsel, for the

TBC.J Board.
Recommendaiion Status Reported by Agency
include adequate Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/16/98

information In the business
pians to faclitate
meaningful analysis.

Policy redrafted to include Standard Operating Procedures and Business
Planning Worksheets. Policy Is in the process of obtaining approval from the
SAQ prior 1o ¢ review by the TDCJ Legal staff and approval by TBCJ Support
Operations Commiftee.

Contact: Cathleen Richards, Executive Indusiry

TCi will establish an action team to evaluate existing policy to determine maodifications needed to achieve

recommendation.

Amengled Manggement's Response:

Action Plan wos not draffed as recommendation was addressed via poiicy.
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Agency No. 696
Department of Criminal Justice

Finding 4: Overall Status as of 6{30}’98: IMPLEMENTED

The Industrial Operations Information System (I01S) could improve TCI finoncial and operational
management.

Recommendation Status Reported by Agency
Establish an internal project | Status as of 6/30/98; IMPLEMENTED as of 1/19/98
manager from TDCJ Data
Services or from TCl o On 01/19/98, an infemal project manager appointed.
complete knowledge Subsequently, Data Services appointed a project manager unill completion.
transfer,

TCI has selected an infernal project manager. Further, TCl will immedliately set about involving senior
monagers 1o establish expected systermn oufputs and develop an action plan.

TDCJ Data Services has provided a project manager to assess automation requirements and secure a
long-term solution. Action Plan has been developed for inttiol auformation of the cost accounting model,

Recommendation Status Reported by Agency

Establish and document Status as of 6/30/98: IMPLEMENTED as of 11/3/97
appropriate sysiem- and
factory-level controls Revision of TCI policy 09.06.003 (rev, 2) completed.
regarding access,
authorizations, separation
of duties, and physicat
security, Contact; Cathleen Richards, Executive/Industry

Management's Response from Qrigingl Report:

TCH wilt establish an action team. The action team will develop the policy and procedures needed fo
implernent the recommendafion.

Amended Management’s Response:

No Action Plan was draffed. Recormmendation addressed via a revision of a TC! pollcy.
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Agency No, 696
Department of Criminal Justice

| Finding 5:

Overall Status os of 6/30/98: PARTIALLY IMPLEMENTED

TCl does not have a way to ensure that good processes for managing production and assets are
implemented in ali factories. TCLhas not developed policies or other mechanisms to ensure best practices

are known or shared,

Recommendation Stalus Reported by Agency
Develop policies and Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: Ongoing
procedures that would
dllow new employees 1o Effective February 1998,
undenstand the minimum TOCJ Executive Directive PD-96 §s belng ufilized. TCl developed and
expectations for distibuted Handbook for Industrial Supervisors.

management of assets and
resoUICes.

Mar ant's Resoc f Origingl R +:

TCI will establish an action team to devsiop policles and procedurss aimed at providing new employees
an orientafion period and at developing a component for the Quailty Tralning curriculum to oddress
minimurm expeactations for management of assets and resources.

Amended Management's Response:

INo Action Plan was draffed. Recommendation addressed via a TDCJ Executive Directive and Handbook.

Recommenddation

Status Reported by Agency

Develop mechanisms to
allow factories fo share
their best practices and
people in simliar roles and
adidress common
probiems.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: Ongoing

Same as above.

Contact: Cathleen Richards, Executive/indusiry

Management's Response from Criaingl Report:

TCI will immediately begin semi-annual meetings with all Plant Managers and expand the usage of the TCI
quarterly newsletter fo accomplish the recommendcation,
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Agency No. 696
Department of Criminal Justice

Finding 6:

Overall Status as of 6/36/98: PARTIALLY IMPLEMENTED

The weaknesses found In TCl's cost accounting system prevent TCl from accurately tracking its cosfs and
making good decisions about pricing prociucts, valuing inventory, and other operationat issues.

Recommendation Status Reported by Agency
Cost andlyses should Status as of 6/30/98; PARTIALLY IMPLEMENTED Target Date: 12/31/98
inciude all costs incurred in
production and shouid Began 12/05/97: Negotiation with outside CPA firm. Cancelled 02/09/98.
reflect the most recent

prices paid for raw
materials and TCI's best
estimate of overhead
assoclated with
production. If labor hours
are used to allocate
overhead to the product,
TCI should use realistic
estimates of hours.

Began 02/06/98: Cost Accounting Model and Methodology. Action Plan
developed to establish g cost accounting methodology and model.
Engaged the servioes of the University of Texas, College of Business, to assist
in development and assessment.

Began 11/25/97: industriat Operations Informcstion System - Action Plan
devsloped to automate cost accounting model.

v ts Response from Original Report:

TCl will establish an action team to research and evaluate different methodologies for implementing the
recommendation. Once research and evaluation have been completed. the action teom will develop
policies and procedures for implemeniation,

Amended Management's Response:

TDCJ efected not to hire the seices of an independent accounting firn. A collaborative effort, between
the College of Business and the Center of Criminology and Criminal Justice Research at the University of
Texas and TCI, has commenced fo design a cost accounting methodology and model. Detalled Action
Plans have been draffed fo enable implementation of the comprehensive mode! and automation of these

concepts.

Recommendation

Status Reported by Agency

All overhead should be
allocoted to the individual
products in the manner
best suited to thot industry
to ensure that the costs of
the product are assigned
either fo sales or to
inventory.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98

Same as above,

TC! wilf select action tearm members to develop chiterla for allocoting overhead. Additionally. policies and
procedures will be developed fo address the issues in the recommendation.
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Agency No. 696
Department of Criminal Justice

Finding 6:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The weaknesses found in TCI's cost accounting system prevent TC! from accurately tracking its costs and
making good decisions about pricing products, valuing inventory, and other operational issues.

Recommendation

Status Reported by Agency

Actuat costs should be
included on a monthly
basls in the financial
statements for each of the
factories.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98

Same as above.

TCH willl establish an action feam fo develop the policies and procedures needed 1o implement this

recommendation.

Recommendation

Status Reporied by Agency

Criteria for when to make
adjustments 1o inventory
records should be
developed fo ensure
consistency and fairmness in
reporting Inventory
amounts,

Status as of 6/30/98: IMPLEMENTED

Effective 6/30/98
Policy 09.13.010 (rev. 1), Controlling Inventories.

fi

igingl

TCI will establish an action team composed of Division and Plant Manager who will develop policies ond
proceduras based on the JDE systemn.

Recommendation

Status Reported by Agency

Policies shouid be
developed to ensure
consistency in adjustments
to inventory amounts.

Status as of 6/30/98: IMPLEMENTED

Same as above.

i) 48

TC! will establish an oction feam composed of Division and Flant Managers who will develop policies and
procedures based on the JOE system. This recommendation wilf be in conjunction with 2-A. (4)

Recommendation

Status Reported by Agency

TCl should use cost
information to determine
prices and to make
decisions on whether or not
it is cheaper 1o make or to
buy some items,

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98
Action Plan developad.

List of TCl products, inclusive of cost, which are similar and produced af more
than one factory has been complied. Policies and procedures being
drafted.

Contact: Cathleen Richards, Executive/Industry
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Agency No, 696
Department of Criminal Justice

Finding 6:

QOverall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The weaknesses found in TCI's cost accounting system prevent TC frorn accurately tracking its costs and
making good decisions about pricing products, valuing inventory, and other operational issues.

Recommendation

Status Reported by Agency

TCI will devslop an action team of representatives from Financial Qperations and Fixed Assets fo research
and evaluate different cost allocation methodologies.

Finding 7: Overall Stalus as of 6/30/98: PARTIALLY IMPLEMENTED
TCI's financial statements do not recognize costs or revenues appropriately.

Recommendation Status Reported by Agency
Sales of necessity ttems to Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote: 12/31/98
the Department should be

recorded as sales (perhaps
less a discount 1o eliminate
the profit), but transfers of
one factory’s finished
goods to another factory's
raw matenals should be
recorded ¢s inter-factory
transfers.

Began 04/14/98; Action Plan developed and approved by SAQ to create
another process to record sale of necessity items to TDCJ, (Process fo be
incorporated into the cost accounting model.)

Began 12/05/97: Negotiation with outside CPA firm. Cancelled 02/09/98.

Began 02/06/98: Cost Accounting Model and Methodology. Action Pian
developed to establish a cost accounting methodology and modsl,
Engaged the services of the Universify of Texas, College of Business, to assist
in development and assessment,

M e P vom Oriaingl Report:

TCI will appoint an action team to address method to achleve the implementation of this
recommendcation, The action teamn will develop an action plan.

Amended Management's Response:

TDCJ slected not to hire the services of an independent accounting firm. A cofiaborative effort, between
the College of Business and Center of Criminology and Crirminal Justice at the Universify of Texas and TCI,
hes commenced to design a cost accounting methodology and modiel. Detailed Action Plans have been
deveioped to enable implementation of the comprehensive model and automation of these concepts.
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Agency No. 696
Department of Criminal Justice

finding 7:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

TCI's financial statements do not recognize costs or revenues appropriately.

Recommendation Status Reported by Agency
The Cost of Raw Materials | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98
should be computed
according to standard Began 12/05/97: Negotiation with outside CPA firm. Cancelled 02/09/98.

accounting procedures
and used in the calculation
of the Cost of Goods
Manufactured.

Began 02/06/98. Cost Accounting Model and Methodology. Action Plan
developed to establish a cost accounting methodology and model,
Engaged the services of the University of Texas, College of Business, fo assist
in development and assessment,

Began 11/25/97: Industrial Operations Information System - Action Plan
developed o automate cost accounting model,

Management's Response from Qriginal Report:

TCi wili have an action team review the process and develop poiicies and procedures to Implement this

recommenaation.

Amended Management’s Response:

Same as above.

Recommendation

Status Reporied by Agency

Once TCI has recomputed
the amount of the costs
assoclated with
Dapartmental Sales, it
should:

e Consider raising prices
on the products that
incurred a loss on
departmental sales.

«  Recompute the
amount by which the
Department is
subsidizing sales to
other agencies.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98

Same as above.

TCI will establish an action team to research and evaluate the different type Of factories. progroms and
products and how to best implements this recormmendation. The action team will formulate policles and

procedures that are needed.
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Agency No. 696
Department of Criminal Justice

Finding 7:

Qverall Status as of 6/30/98: PARTIALLY IMPLEMENTED

TCI's financial statements do not recognize costs or revenues appropriately.

Recommendation

Status Reporied by Agency

The Department may want
{1 1o consider hiring a
Ceriified Public
Accountant, either on staff
or as a contract employes,
to help TCl address some of
these issues.

Status as of 6/30/98; PARTIALLY IMPLEMENTED Target Date: 12/31/98
Began 12/5/97: Negotiation with cutside CPA fim, Cancelled 2/9/98.

From 11/19/97 - 3/31/98: Utllized the services of a CPA assigned to another
TDCJ division for the initic! oversight of the cost accounting model.

Began 2/6/98: Cost Accounting Model and Methodology. Action Pian
developed to establish a cost accounting methodology and model,
Engaged the services of the Unlversity of Texas, College of Business, to
oversee development and assessment.

Contact: Cathleen Richards, Executive/Industry

TCI will work with Financlal Qperations and Confract Purchasing fo develop a Request for Proposal (RFP) fo

hire a CPA on retainer.

Amended Management’s Response:

TCI did utilized, infiially, a CPA assigned to another TDC.) Division for oversight of the comprehensive

accounting model,
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Agency No. 696
Department of Criminal Justice

Finding 8:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

TCI's funding is not linked to production and is not structured to facilitate monttoring.

Recommendation

Siatus Reported by Agency

The Department should
gllocate funds for
“necsssity ifemns”™ 1o TCI
based on an agreement to
provide specific numbers
of individual ltems over the
course of the year and
based on q specific price
list. In 1991, TCi
management agreed to o
Department intemal audit
recommendation to
consolidate general
revenue funding into the
industrial revolving fund.
This recommendation was
repected in 1994 by the
Office of the Comptroller of
Public Accounts.

Status os of 6/3G/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98

Budgeted strategies have been consolidated In the Legisiative
Appropriations Request for FY 2000 & 2001.

)

iqin

TClinftiated action on this recommendation due to the same recommendation appearing in the TDCJ
Internal Audlt. The action plan calls for an implementgtion date of Sepfember 1, 1998,

Amendged Managerment's Response:

Action Pian completed outling required process for budget consideration in fiscal year 2000/2001.

Recommendation Status Reported by Agency
Budget status reports Status as of 6/30/98: IMPLEMENTED as of 1/13/98
should mirror the actual
expenditures and TC! will not include pre-encumbrances in reports made available to faciories.

obiligations as closely as
possible; therefore, the pre-
encumbrances should not
be included in the reports
made avallabie to
factories.

Manogem ant's Response from Qjafﬂz’ Report:

ICI will not include pre-encumbrances in reporfs made available 1o factories.

Amended Manggement’s Response:

No action pion required. Corrective action faken in FY 98 financial statements.
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Agency No. 696
Department of Criminal Justice

Finding 8:

Qverall Stalus as of 6/30/98: PARTIALLY IMPLEMENTED

TCIl's funding is noft linked fo production and is not structured to faclitate menitoring.

Recommendation

Status Reported by Agency

Funds from all sources
should be dllocated to the
different factories based
on what they are likely to
need for the period. Prior
yvear actuol numbers
should be considered in
the development of
subsequent year's budgets.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 10/1/98
Began 12/05/97: Negotiation with outside CPA firm. Concelled 02/09/98.
Action Plan has been developed fo resolve these issues via a policy in the
FY99 budgeting process.

ICt will perform budget exercises involving division and factory level management annually and quarterly,
to assure that dif funds are properly cllocated. Detalled summaries of expendltures by FY. quarter, and
month will be made availabie fo division and factory level management staff,

Amended Management's Response:

TDCJ elected not to hire the services of an Independent accounting firm. Action Plan compileted to detail
the process to accomplish for FY99 budget yvear.

Finding 9:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Operational reviews provide limited Information on factory performance.

Recommendation

Status Reported by Agency

The Operational Review
Process should be
evaluated and enhanced
with procedures to ensure
that significart weaknesses
are discovered and
addressed. Specifically:

The reviewers should be
indsependent of the
division, plant, and unit.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98
Effective 01/23/98.

Policy 02.06.004 (rev. 1), Division-Level Operatlonal Review, revised. Policy
09.06.00%, Industrial Operational Review, wiitten and distributed.

Action Plan developed for establishment of detailed procedures to
accomplish above policy objectives.

Develop criferia and
procedures 1o ensure thot

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote: 12/31/98

divisional reviews are more | Same as above.
likely to identify significcant
problerns.
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Agency No. 6946
Department of Criminal Justice

Finding 9:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Operational reviews provide limited information on faciory performance.

Racommendation

Status Reported by Agency

Use risk assessment to
determine the nature,
fiming, and extent of
roniforing.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98
Same as above.

Provide instruction on how
to test factory
performance for Hermns
currently inciuded in the
review.

Status as of 6/30/98; PARTIALLY IMPLEMENTED Target Date: 12/31/98

Same as above.

in addition fo the areas
currently reviewed, expand
the operational reviews to
Include review of:

e Pricing of custom
orders

e Cost analysis
Drocesses.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98

Same as above,

The results of these reviews
should be used in
evaluating plant
managers.

Status as of 6/30/98; PARTIALLY IMPLEMENTED Target Date: 10/1/98
Same ¢s above.

Contact: Cathleen Richards, Executive/Industry

Management's Response from Ofginal Report:

TCI will develop an intemal compliance review. TCH will submit a decision memorandum for the
establishment and funding of staff 1o perform compliance reviews.
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Agency No. 696
Department of Criminal Justice

Finding 10: Overall Stalus as of 6/30/98: PARTIALLY IMPLEMENTED

Available information is not used to improve busingss processes.

Recommendation Status Reported by Agency
TCl should use customer Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote: On-Going
input 1o evaluate and
enhance business Effective 06/03/98.

operations. The underlying | Policy 09.03.002 (rev. 2), Product Complaint Process, finalized.
causes of the complainis
should be fracked.

v Ars R rom Original Report:

TCI wili establish an action team fo review existing policy and revise as needed.

Amended Management's Response:
Action Plans were not required. Paolicy was revised and distributed.
A detdlled manug! has been writien and distributed, A compliance review for adherence fo these

documents will occur in conjunction with the review to ensure all SAOC recommendations are addressed
and corsrective action has taken piace.

Recommendation Status Reported by Agency
TCI's Industry Policy for the | Status as of 6/30/98: PARTIALLY IMPLEMENTED Torget Date:
customer complaint
process should be Same as above.

enforced 1o ensure
compliance at all levels.
Piant Managers should be
accountable for the fimely
and satisfactory resolution
of customer complaints.

n Nt

TCH will establish an action team fo review existing policy.

Same as above,

Recommendation Status Reported by Agency

TCI's customer data should | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:
be reviewed and verified
for accuracy and
completeness,

Same as above.

f Fs P om Oriingl Repart:

TC!I will establish an action team fo review customer data and develop the policies and procedures
needed to implement this recommendation.
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Agency No. 696
Department of Criminal Justice

Finding 10: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Avallable information is not used to improve business processes.

Recommendation | Status Reporied by Agency
Amended Management's Response:
Same os above.

Recommendation Siatus Reporied by Agency

TCl should develop and Status as of 6/30/98; IMPLEMENTED
implement policies and
procedures that would Same as above.
address customer
satisfaction at the “froni-
end” of the business
process rather than aftera
corpiaint is filed.

Managements Response from Qrigingl Report:

TC! witl establish a study group to prepare a decision memoranaum for the staffing of a cusfomer service
group.

Amended Management's Response:
Sarme as above.
Recommendation Status Reported by Agency
Division management Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: On-Going

should monitor and
evaluate the effectiveness | Effective April 1998.

of the production and Finalized Quaiify Manual was distributed in gccordance with Policy 09.13.003,
quality processes, Quaiity Control Procedures.

Measures should be

developed and tracked to

allow management to
evaluate the effectiveness
of the Quality Assurance
Program. Altemative
mechanisms 1o enhance
the quality of TCI products
(such as division quality
teams or the specific
training of inmates) should
be used to suppiement the
training provided by the
Quality Assurance
Program, Confact: Cathleen Richards, Executive/indushry

Management's Response from Origingl Report:

TCt will utilize compliance review team to be established by recormmendation 2-D (1) for the
implementation of this recommendation.
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Agency No. 696
Department of Criminal Justice

Finding 10: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED
Avdilable Information is not usad 1o improve business processes.

Recommendation ] Status Reported by Agency
Amended Manggements Respornise:

A detailed manual has been wriften and distributed. A compliance review for adherence fo these
documenis will occur in conjunction with the review fo ensure alf SAC recommendations are addressed
and corrective action has faken place.

Finding 11 Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED
TCI does not have adequate information or controls to protect and track inventory.
Recommendation Status Reported by Agency
Division management Status as of 6/30/98: IMPLEMENTED as of 3/1/98
should review inventory
storage focilities af all Meeting with TCI managers. Compiete review of all storage facilities

planfs fo identify needed completed. Major work orders submitted fo TDCJ Construction.
repairs or improvements. If

rasources are unavalloble
to address deficiencies
immedicately. Inventories
should be moved to @
more secure location.

v e R vom Ording R .

TCI will continue fo utilize existing TDCJ policy and procedures. TCI will develop an infernai policy and
procedure fo address repair and consfruction lssugs that are not addressed within fwelve months of
reporting under TDCJ policy and procedures.

An Action Plan wili not be drafted as stated in the Armended Response of 11/26/97.

Recomrmendalion Status Reported by Agency
Each plant should ensure Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: Ongolng
adequate segregation of
duties among personnel Policy 09.13.010 Grev. 1), Controfling Inventorles, has been finalized.

responsible for accounting,
purchasing, record
keeping, and custody of
stock. Posting 1o inventory
records and reconclliation
of inventory should be
performed by different
people.
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Agency No. 696
Department of Criminal Justice

Finding 11: Gverall Status as of 6/30/98: PARTIALLY IMPLEMENTED

TCi does not have adecquote information or controls to protect and track inventory.,

Recommendation [ Status Reported by Agency

M s Response from, Original Repor:

TCt will utilize compliance review feam to be established by recommaeandation 2-D (1) for the
implementation of compensating controls.

1DCJ elected not fo hire the services of an Independent accounting firm. A policy has been drafted fo
address this issue.

Recommendation Status Reported by Agency
TCl should develop Status as of 6/30/98: IMPLEMENTED
procedures for the
reconciiiation of Same as above.
discrepancies between

inventory records and
actual counts to include
criteria on what is to be
considered a variation and
adjusting records. In
addition, the procedures
should detail how physical
counts and spot counts are
1o be conducted.
management should be
held accountable for
inventory variances.

TCi will establish an action team to develop policies and procedures fo implement recommendation.

Amended Managements Response:
Same as above.
Recommendation Status Reported by Agency
Policies and procedures Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98

should be developed and
implermnented for obsolete Administrative staff has met to discuss issues assoclated with obsolete
inventory. inventory. Policies and procedures being drafted.

TCi will appoint an action team to develop policles and procedures on the disposal of inventory.

Amended Manggement's Response:

Same s above.
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Agency No, 696
Department of Criminal Justice

Finding 12: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

TCI has falled 1o establish wiitten procedures that specifically address the initial extenslon of credit or the
collection of pust-due accounts.

Recommendation ' Status Repored by Agency

TCl should implement its Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98
draft policy on collection of
accounts receivables. This | Action Plan drafted to amend Policy 09.13.001, Coliection of Accounts
policy should be revised to | Receivable, to be an overall Funds Management Policy.

include procedures for

identifying or rejecting
orders from customers with
delinquent accounts.

TCI will implement policy 09.13.000 as planned. However, rather than amend the policy, TCI will Include this
as part of the customer data review (recommendation 2-E. (3)) or develop a policy that addresses this issue
independently.

Amended Management's Response:

Action Plan draffed to institute an overall funds managernent process, independent of the customer data
review.

Recommendation Status Reported by Agency
TCl should develop a policy | Status as of 6/30/96: PARTIALLY IMPLEMENTED Target Date:
to address the monitoring
and payment of Same as above.

oufstanding revolving fund
payables. Criteria for
setting priorties for
payment should be
Included in the policy.

TCI will develop a policy as recommended.

Amended Managemenpt's Resoonse:

Same gs above.
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Agency No. 696
Department of Criminal Justice

Finding 13:

Overall Status as of 6/30/98: IMPLEMENTED

Although sales to employees do not account for g large percentage of TCI's sales, the risk that employees
may fake advantage of their position has not been sufficiently managed by TCl's policy on employee sales

or by its implementation.

Recommendation

Status Reported by Agency

Specific policies and
procedures should be
deveioped and instituted
that delineaie who is
considered an employse
for the purpose of
employee sales, what
constitutes personat use,
and what specific products
are permitted and/or
prohibited.

Status as of 6/30/98: IMPLEMENTED as of 1/1/98

Policy 02.03.001, Prison-Made Article or Product Sales fo Employees, revised
and distributed.

TCI has draffed a policy ond procedure 1o address this recommendation. The policy and proceciure are
presently being reviewed by TDC.J's Legal Division.

No action pian drafted os a pollcy has been completed to address these issues.

Recommendatiion Status Reported by Agency
Develop a standard Status as of 6/30/98: IMPLEMENTED os of 1/1/98
process for calculating the
price of goods sold to Same as above.

employees, ensuring that
il costs such as raw
matericls, labor, and
overhead are included.
This will provide some
consistency of pricing
between employee sales
for the same or similar
fterns.

\ e R from Oriainal Repor:

TCi has drafted g policy and procedure to address this recommendation. The policy and procedure ore
presently being reviewed by TDCH's Legal Division.

Sarme s above.
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Agency Noc. 696
Department of Criminal Justice

Finding 13: Overali Status as of 6/30/98: IMPLEMENTED

Although sales fo employees do not account for a large percentage of TCI's sales, the risk that employees
may fake advantage of thelr position has not been sufficiently managed by TCl's policy on employee sales
or by its implementation,

Recommendation Status Reported by Agency

Develop procedures that Status as of 6/30/98; IMPLEMENTED as of 1/1/98
ensure thaf every
employee sale has the Same as above.
appropriate
documentation, and that
products are paid for prior
to, or at the fime of,
delivery.

A ! ts Response from Qﬂ'&fﬁﬁf Report:

TCl has draffed a pollcy and procedure 1o address this recommendation. The policy ond procediure are
presently being reviewed by TDCJ's Legal Division.

il t;

Same as above.

Finding 14: Overall Siatus as of 6/30/98: PARTIALLY IMPLEMENTED

Controls over Fixed Assets appear to be adequate, but documentation of maintenance should be
improved.

Recommendation Status Reported by Agency
TCI operational reviews Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: Ongoing
should include testing of
maintenance records. Effective 02/25/98.
Policy 09.06.004 (rev. 1), Division-Level Operational Review. revised, Policy
09.06.006, Industrial Operational Review, wiitten and distributed.

¥ ) ingl

TCI will utilize compliance review team 1o be established by recommendation 2-D (1) for the
implernentation of this recormmendation.

A policy has been written and distributed. A compliance review for adherence 1o this policy will occur in

conjunction with a review fo ensure all SAQ recommendations are addressed and corrective action has
faken ploce.

STATE AUDITOR'S OFFICE
AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998
PAGE 182




Agency No. 696

Department of Criminal Justice

An Audit Report on Managed Care af the Texas Depariment of Criminal Justice
SAQ Report No. 98-013, January 1998

Finding 1:

Overali Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION

Qversight roles and responsibilities of all parties are not obvious.

Recommendation Status Reported by Agency
The Department is Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION Target Date: 09/1/99
encouraged to pay its
Health Services Division Management Action Plan approved by CMHCAC on March 12, 1998.

physicians through its own
payroli system,

Continent upon Legisiative actions.

The Departiment Is
encouraged to continue its
efforts to hire an
independent Health
Services Division Medical
Director, who is
independent of the
contracted heatth care
providers.

Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION Target Date: 9/1/99

Management Action Plan approved by CMHCAC on March 12, 1998,
Contingent upon Legisiative octions,

The Health Services Division
should secure sufficient
staff to perform all aspects

of the operation Review
audits, eliminating rellance
on staff from the university
providers fo assist in the
audits.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98

Management Action Plan approved by CMHCAC on March 12, 1998, RFP
requests for additional monitoring setvices being prepared.

Contact: Wayne Scoftt, TDCU, Executive Director
Mike Pugh, Assistant Director for Health Services

Management's Response from Origingl Report:

TDCJ concurs and has an action plan in process

Recommendation

Status Reported by Agency

Consider an amendment
to the current contracts
between the Depariment
and the Committee and
the Commiitee and the
university providers which
enables the Department to
hold the university
providers accountable for
monitoring their
subcontractors’
performance,

Status as of 6/30/98: PARTIALLY IMPLEMENTATED Target Date: 7/30/98

Management Action Plan approved by CMHCAC on March 12, 1998,
Amendment language has been drafted and is under review.

Contact: Jim Riley, Commiitee Executive Director
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Agency No. 696
Depariment of Criminal Justice

Finding 1: Overall Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION

Oversight roles and responsibilities of all parties are not obvious.

Recommendation | Status Reported by Agency

Management’s Response from Qriginal Report:

The university providers disagree with recommendation. Under current law. they contract with the
CMHCAC and not the TDCJ and are therefore accountable to the CMHCAC for contfract compliance.
Amending the contracts as recommended would essenilally bring another party "TDCJ" into the
agreement, would change the character of the contract substantlally and ignore the cumrent statutory
arrangement, TDCJ concurs with the recommendation and has proposed that such an amendment be
incorporated into the next biennium contract,

Recommendation Status Reporied by Agency
In all applicable Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/30/98
subcontracts, include by
reference any relevant Management Action Plan approved by CMHCAC on March 12, 1998,
state licensing or health Amendment language has been drafted and is under review,
reguiations for the services
being contracted. Contact: Jim Riley, CMHCAC, Executive Director

Management’s Response from Qriginal Report:

The CMHCAC pariners note that the current contracts contain a number of general references to insure
subcontractor compliance, but concur that additional clarifying language would be beneficial. Due to
the number of contracts involved, the clarifying amendments will be added during the next biennial
contracting process and in any new subcontracts entered Into this biennium,

Recommendcation Status Reporied by Agency

Roles and responsibilities of | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/99
all parties should be clearly
defined and specifically Management Action Plan approved by CMHCAC on March 12, 1998.
stated in the contracts. Revised roles and responsibilities longuage has been Identified and is fo be
approved by the CMHCAC 6/30/98. Will be Incomorated in next biennial
contracts.

Contact: Jim Riley, CMHCAC, Executive Director

Management’s Response from Qriginal Report:

The CMHCAC partners concur that addltional role definition would be beneficial and will work to more
precisely define roles and responsibilities. Such clarlfications will serve as the groundwork for the next
biennial contracting process.
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Agency No. 696
Department of Criminal Justice

Finding 1:

Overall Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION

Qversight roles and responsibilities of all parties are not obvious.

Recommendation

Status Reported by Agency

Information relating fo
potential problems as well
as any action affecting
managed health care
must be shared by all
parties within the
organization. This includes
the Department’s
execuiive management
and Department Heaolth
Services Division
management, the
Committee, the university
providers, their
subcontractors, and unit

Status as of 6/30/98; IMPLEMENTED Target Date: 6/30/98
Management Action Plan approved by CMHCAC on March 12, 1998,
Revised roles and responsibilities ianguage to be approved by CMHCAC on
6/30/98 clarifies information sharing responsibiiities.

and regional
management. Contact: Jim Riley, CMHCAC Executive Director
Management's Response from Origingl Report:

The CMHCAC partners concur that additional role definffion would be beneficial and wif work fo more
precisely define roles and responsibilities. Such clarifications will serve as the groundwork for the next

biernial confracting process.

Recommendation

Status Reported by Agency

The Depariment should
develop a monttoring
function which will be
responsible for monitoring
all operational and
financial aspects of the
confract between the
Department and the
Committee. This function
would also oversee the
moniforing of the providers
by the Committee and
have the authorty to
review all financial and
operational records
reloted to the provision of
health care 1o the
Department's inmaotes.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/1/98

Management Action Plan gpproved by CMHCAC on March 12, 1998, TDCJ's
independent monitoring plan developed and submitfed for approval.

Contact: Dr. Lannette Linthicum, TDCJ, Interim Division for
Health Sewvices Director

, vom Oriinal Report:

The TDC.J concurs and hos inifiated an action plan for operational moniforing.
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Agency No. 696
Department of Criminal Jusfice

Finding 2: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Resvaluate the managed health care capitation rate (cost of inmate per day).

Recommendation Status Reported by Agency

The Committee should Status ©s of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/01/98
annually evaluate the
components and costs of Partially implemented. Management Action Plan approved by CMHCAC on
providing hecaith care to March 12, 1998, Revised financlal reporting format developed for

the Inmates. This implementation In FY 1999,

information should be
provided fo the Legislative
Budget Board for use by
the Legislature in
determining the
appropriation for the
managed heaith care
strategy. Before the
capitation rate for the next
biennium Is set, allowable
and unaliowdible cost
components of the health
care appropriation should
be clearly defined. Contact: Jim Lynaugh, Chief Financial Officer, CMHC
David McNutt, Division Director of Finance

The CMHCAC and its pariners will continue to work closely with the LBB and Legisiative staff in providing
information relating fo the components and costs of providing health care 1o the offender population and
establishing an appropriate capitation rate. TDCJ concurs with the recommendation however, the
university providers disagree with the setting of allowable v undallowable cost components suggested by
this recommendation because it significantly changes the noture of the contracts. If the stofe wants 1o
continue acquiring health care through risk contracts then the concept of what is an "allowabie” or
‘unaliowable” cost would not be applicable. Under risk confracting the “at risk" provider Is ffiable for any
and dll costs and Is afforded the flexiblilty to allocate funds as needed to manage thelr risk. The state has
succassfully been able to shiff financial risk to manoged care organizations in a number of instances - -
correctional health care, state employee hedlth plans ond the evolving Medicoid Managed Coare
programs. Reverting to a structure other than risk contracting for correctional health care will be more
costly to the state.

Audiitors Follow-up Comments:

The university providers disagree with our recommendation that allowoble and unacliowable cost
components of the health care appropriation should be clearly defined before the capitation rate Is set for
the next biennium. Without analyzing prior hegith care cost componenis or defining aliowable and
unallowabile costs for manoged health care, it is difficult to assess the reasonableness of the capitation
rate,
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Agency No. 696
Department of Criminal Justice

'Flndlng 2 Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED
Reevaluate the managed health care capitation rate (cost of inmate per day).

Recommendation Status Reported by Agency
To ensure a common Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/01/98

financlal reporting system
for all medical services
provided, the Committes
should establish financial
reporting requirements
consistent with heatth care
Industry standards.
University providers should
identify and report all
expencliiures of
correctional managed
health core to the
Committes, according fo
these requirements, on o
regular basis,

Management Actlon Plan approved by CMHCAC on March 12, 1998,
Revised financlal reporiing format developead for implementation in FY 1999,

Contact: Jim Lynaugh, Chief Financial Officer, CMHC
David McNutt, Division Director of Finance

M Ye R wom Origingl Report:

The CMHCAC partners concur and will establish a work group comprised of financial officers from the

partner agencies to establish a common financial reporting systemn. The revised reporting system would be
in place by the start of the next fiscal year.

Recommendation

Status Reported by Agency

UTMB and TTUHSC should
develop a method fo
identify the costs of
providing indirect support
services for Department
managed care. An
appropriate charge back
system should be
developed 1o reimburse
the universities for the costs
incurred in providing
indirect support services.

Status as of 4/30/98: PARTIALLY IMPLEMENTED Target Date: 6/1/98

Management Action Plan approved by CMHCAC on March 12, 1998. Final
review of allocation methodologies pending.

Contact: Richard Moore, UTMB, Vice President for Finance
Elmo Cawvin, Vice President for Fiscal Affairs

Management's Response from Onginal Report:

The University providers concur and have already faken action to insure that appropriate indirect support
services are charged to the TDCJ managed care contracts.
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Agency No. 696
Department of Criminal Justice

Finding 2:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Reevdluate the managed hegith care capliiation rate (cost of inmate per day).

Recommendation

Status Reported by Agency

Proper gliocation of
expenditures and
segregation of funding
resources for Departrnent
and non-Depariment
managed care progroms s
essential 1o maintain
accountabiliity for each
medical school's programs.
Both UTMB and TTUHSC
should review present
dllocation methods to
ensure accuracy of the
estimated work loads
driven by different
programs.

The medical schools should
consider use of a
timekeeping system or
conduct random moment
fime studies for staff who
perform activities for
Department and cther
non-Department
mangaged health care
programs.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 6/1/98

Management Action Plan approved by CMHCAC on March 12, 1998, Findl
review of aliocation methodologies pending.

Contact: Richard Moore, UTMB, Vice President for Finance
Elmo Cavin, Vice President for Fiscal Affairs

Manqgement's Response from Qrigingl Report:

The universify providers concur, Where allocation of costs and effort are appiicable, the university providers
will utilize methodologies simltar to those used for federal grants and contracts.

Recommencdiation Status Reported by Agency
The committee should Status as of 6/30/98: PARTIALLY MPLEMENTED Target Date; 9/30/98
identify the data slements

needed to perform an
actuarial study on financial
fisk and should begin 1o
collect this data. Affer an
appropriate baseline of
Information Is established,
an analysis of the risk and
requirement amount of
reserves should be
performed.

Management Action Plan approved by CMHCAC on March 12, 1998,
Actuary has been retained to conduct analysis.
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Agency No. 696
Department of Criminal Justice

Finding 2:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Reevaluate the managed hecglth care capitation rate (cost of iInmate per day).

Recommendation

Status Reported by Agency

. vom Origingl Report:

The CMHCAC and the university providers concur and in anticipation of this need, included language In
the current university contracts to sefect a mutudlly acceptable actuary to assist in this process. The stucly
will be completed by the time the next appropriation request is 1c be submitted.

The centralized phamacy
should continue its efforts
to automate all ospects of
the drug dispensing
process. ldentifying the
total cost of reclaimed,
reissued medicines should
enable the managed
health care program to
accurately calculate
inmate pharmacy cost.
Moreover, the phamacy
will be able to accuratsly
volue its Inventory when
complete costs are known.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 10/1/98

Management Action Plon approved by CMHCAC on March 12, 1998, initial

automation has been completed as scheduled. Additionai refinements
have been identified and scheduled.

Contact: Dick Cason, Phamacy Director

Management's Response from Origindgl Report:

The CMHCAC paritners concur. Automation improvements are scheduled for instaliation in January of

1998,

Recommendation

Status Reported by Agency

The university providers
should track the fixed costs
associated with
establishing o health clinic
in a new prison unit or
modifying a curent unit to
accommodate an
increased population.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98
Management Action Plan approved by CMHCAC on March 12, 1998,
Tracking of costs assigned. Additional capoacity to come on-line in FY 99 will
be frocked.

Contacts: Jim Lynaugh, TDCJ, Chief Financlal Officer
David McNutt, TDCJ, Division Director for Finance

Management’s Response from Original Report:
The CMHCAC partners concur.
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Agency No. 696
Department of Criminal Justice

Finding 3: QOverall Status as of 6/30/98; PARTIALLY IMPLEMENTED
Correctional managed health care lacks o comprehensive monitoring system.

Recommendation Stafus Reporfed by Agency
Define monitoring roles Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 2/1/99
and responsibllities of the
Depariment's Health Management Action Plan approved by CMHCAC on March 12, 1998,
Services Division, the Comprehensive review of moniforing mechanism has been inifiated.

Committee, and university
providers. Whereas self-
monitoring is an important
basis of a good monitoring
process, an independent
review by a party with
enforcemsnt authority
would strengthen the

process. Contact: James Riley, CMHCAC Executive Director

Management'’s Response from Qriginal Report:

The CMHCAC partners concur that better definifion of roles and responsibilities relating to moniforing would
be of benefit to ai the parties. Accordingly. the CMHCAC will form a joint work group to examine the
potential options available, inciuding the possibilify of confracting for these services. The work group would
be charged with reengineering the monitoring processes to insure they provide meaningful information for
maonagerment and are consistent with health care industry standards.

Recommendation Status Repored by Agency
A comprehensive, Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 2/1/99
standardized rmonitoring
systern should be Management Action Plan approved by CMHCAC on March 12, 1998.

established that integrates | Comprehensive review of monitoring mechanism has been initiated.
the vorious
information/monitoring
processes already in piace.
A formal fracking system
should be established to
assist in evaluating
providers against defined
measurable performance
standards. Contact: James Riley, CMHCAC Executive Director

.,
Management’s Response from QOrigingl Report:

The CMHCAC pariners concur that while there are many monitoring and reporting activities cufrently
taking place, there ks a need for better integration of the dafa resulting from these efforfs. As noted above,
the CMHCAC will form a joint work group o inifiate a reengineering of the monitoring processes fo insure
they vield meaningful data consistent with health care industry standards. As a part of this planning effort,
the work group will further infegrate measures of performance with the information system development
now underway.
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Agency No, 696
Department of Criminal Justice

Finding 3: Overail Status as of 6/30/98: PARTALLY IMPLEMENTED
Correctional managed headlth care lacks a comprehensive monforng system.

Recommendation Status Reported by Agency
Jo promote consistent and | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 2/1/99
effectiva monitoring, results
and feedback rom each | Management Action Plan approved by CMHCAC on March 12, 1998,
of the monitoring Comprehensive review of moniioring mechanism hos been infticted,
processes should be
confinuously shared
among appropriate
management and staff at
the Depariment's Health

Services Division, the
Committee, the university
providers, the regional
offices, and the medical
units,

Contact James Riley, CMHCAC Executive Direcior

The CMHCAC pariners concur. As a part of reengineering the monltoring process, d review of effective
means for communication, disseminating and followlng-up on resulis will be conducted.

Recommendation

Status Reporied by Agency

Tie the Qpergtional Review
compliance thrashold
more closely to NCCHC
standards compliance for
accreditation of units.

Status Qs of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 2/1/99

Management Action Pian approved by CMHCAC on March 12, 1998.
Comprehensive review of monitoring mechanisms has been Initicted.

Contact: Jares Riley, CMHCAC Executive Director

) o Origingl Report:

The CMHCAC partners concur that NCCHC accreditation should serve as the principal guidance for the
monitoring efforts. Such changes wil be considered as part of the monitoring process reengineering effort.

Recommendation

Status Reported by Agency

Use a multiple copy sick
call request form so that a
copy of the inmate's
original sick call request
can be maintained in the
medical record to verify
timeliness of access to
care.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 6/1/98
Management Action Plon approved by CMHCAC on March 12, 1998,
Electronic medical record development underway. Access fo care
validation currently checked through operational review process,

Contacts: Leon Clements, UTMB, Vice President for Managed Car
Jim Laible, TTUHSC, Vice President for Managed Care

The CMIMCAC pariners concur in principal with the need fo insure the timeliness of access to care, but offer
on alfernote solufion ta using a multiple copy sick calf request form.  The electronic medical record and
electronic ciinical management systerns currently being reviewed and Implermented will provide a mearis
fo verify access to care data without requiring another copy of the sick call request form be produced and

maintained,
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Agency No. 696
Department of Criminal Justice

Fihding 3 Overall Siatus as of 6/30/98: PARTIALLY IMPLEMENTED
Correctional managed health care lacks a comprehensive monitoring system.

Recommendation Status Reported by Agency
Consider standardizing the | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 6/1/98
logging process for sick cali
requests to ensure that the | Management Action Plan approved by CMHCAC on March 12, 1998,
medical units collect Electronic medical record development underway. Access fo care

consistent access to care validation currently checked through operations review process.

data elements.

Contacts: Leon Clements, UTMB, Vice President for Managed Car
Jim Lalble, TTUHSC, Vice President for Managed Care

v Fs B se from Origingl Report:

The CMHCAC partners concur in principal with the need to Insure the consistency of access fo care, but
offer on altermate solution to using a manuat logging system. The electronic medical record ond electronic

clinical management systerms currently being reviewed and implemented will provide a consistent means
fo collect access to care data.
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Agency No. 696
Department of Criminal Justice

Finding 3:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Comrectional managed health care lacks a comprehensive monitoring system.

Recommendation Status Reported by Agency
Health Services Division Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 2/1/99
management should
continue its efforts to Management Action Plan approved by CMHCAC on March 12, 1998,

enhance and automate
the grlevance and liaison
processes. As
monagement evaluates its
options with automating
the grievance and liaison
conespondence
processes, management
should identify critical
succass factors:

»  Conslder strearniining
the duplicative
processes.

*  Include management
at aff lsvels In
identifying types of
reports needed for
evaluation and
expand  distribution
of reports.

»  Consider expanding
grievance/ oison
correspondence
codling list and
querying function to
meel management's
needs at ol levels in
order to identify systern
wide and unit-specific
trends and red flags.

o Include confrois fo
ensure the accuracy
of performance
measure dala,

Comprehensive review of montforing mechanisms has been inffiated.

The CMHCAC partners concur, An action plan for automation improvements is currently underway.
Additional enhancements will be considered part of the monitoring process reengineering effort.
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Agency No. 701
Texas Education Agency

A Combined Report on Texas Education Agency
SAQ Report No. 98-021, February 1998

Finding 1;

Overall Status as of 6/30/96: PARTIALLY IMPLEMENTED

There are opportunities to enhance the efficiency of on-site monitoring of discretionary grant reciplents.

Recommendation

Status Reported by Lgertcy

The agency should move
to have the three-year
moniforing cycle
eliminated for the Bllingual
Education program.

Status as of 6/30/98: PARTIALLY IMPLEMENTED  Target Date: 1998-99 School
Year

The Agency will propose that the elimination of the three-year monlitoring
cycle for bilingual education programs be recommended 1o the legisiature.
The possibiiity exists, however, that a change in statute may precipitate
action in federcd court 10 revisit Court Order 5281 o ensure cyclicol
monitoring of bilingual education programs.

Beginning In the 1996-97 school year, bilingudal education programs have
been included in district effectiveness and complionce (DEC) reviews. The
Division of Accountability Evaluctions conducted 194 DEC visits in 1997-98. In
addition to the 173 districts scheduled to receive DEC visits In 1998-99, the
division will pilot on-site reviews of bilingual education programs selected
through a tisk-based approach.

The Agency is acting to come info compliance with the requirement to
conduct on-site visits fo bilingual education programs every three years. In
accordance with the recommendations in the Bllingual Monltoring
Remediction Pian. the Division of Accountability Evaluations will conduct 105
bilingual education program visits between May 26, 1998 and August 7, 1998.
Currently, districts are scheduled for DEC vislts once every six years., To ensure
that bllingual education programs are visited every three years, additional
visits will need to be added to the DEC schedule every year.

The Division of Accountability Evaluations is developing a risk-based
approach and will pllot selection and visit procedures in 1998-99. Moving to
a risk-based monioring system would enable the Agency to maximize
resoutces and provide timely oversight of bllingudl education programs most
in need of review.

Contact: Dr. Carolyn Roberts, Senior Director

Management should
evaluate the benefits of
coordinating the on-site
monitoring visifs.

Status as of 6/30/98: KO ACTION TAKEN Target Date: Fall 1998

The Division of Confracts and Grants Administration will use the Risk
Assessment Plan for Determining Risk Level of Contracts and Granis 1o
Identify districts for on-site monitoring visits during the 1998-99 school vear.
identified districts will be compared with the list of districts scheduled for
District Effectiveness and Compliance evaluations. Staff in the Division of
Contracts and Grants Administration will conduct monitoring visits o
selacted districts in collaboration with staff in the Division of Accountability
Evaluations.

Contact: Linda G. Mora, Associate Commissioner, and Ecrin Martin, Senior
Director
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Agency No. 701
Texas Education Agency

~| Finding 1:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

1 There are opporniunities fo enhance the efficiency of on-site monitoring of discretionary grant reciplents.

Recommendation

Status Reported by Agency

Management’s Response from Qriginal Report:

The Agency concurs,
Finding 2: Overall Status as of 6/30/98: IMPLEMENTED

1 The Agency does not ensure school districts” financial compliance with indirect cost limits.

Recommendation Status Reported by Agency

independent auditors Status as of 6/30/98; IMPLEMENTED
should be required to
perform financlal Changes Two and Three to the Finonclial Accountabllity Resource Guide
compliance testing on the | contained amendments that expanded financial related cudit requirements
Foundiation Schoot of independent auditors in the area of Foundation School Program special
program special programs. The chonges were filed with the State Board of Education through
allocations.

notice of adoption by reference in November 1997 and May 1998. The
requirements in the changes are sffective for the independent auditor’s
procedures for the fiscal year ended August 31, 1998, The changes have
been distributed in o CD-ROM format 1o all school districts ond independent
quditors (on record as district independent auditors for the fiscal year ended
August 31, 1997). Exhibit 2 of the Auditing Module, entifled Compliance with
Laws and Regulations, specifically references the 85% expendiiure
requirement for FSP program aliotments.

Coniact: Tom Canby, Sr. Division Director
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Agency No, 701
Texas Education Agency

| Finding 2: Overalt Status as of 6/30/98: IMPLEMENTED
The Agency does not ensure school districts’ financial compliance with indirect cost limits.
Recommendation Status Reported by Agency
The agency should Status as of 6/30/98: IMPLEMENTED

develop procedures for the
independent auditors” tests
of transactions and
reporting of results,

Changes Two and Three to the Financial Accountability Rescurce Guide
contained expanded audit procedures and guidance for independent
audlfors. The changes were filed with the State Board of Education through
notice of adoption by reference in November 1997 and May 1998. The
requirements in the changes are effactive for the independent aquditor's
procedures for the fiscal year ended August 31, 1998,

The changes have been distibuted in a CD-ROM format 1o all school districts
and indspendent auditors (on record as district independent auditors for the
fiscal year ended August 31, 1997). The Auditing Module provides detailed
procedures and guidance for auditors including procedures for auditing
PEIMS flscal data. In addition, the Division of School Financlal Audits
conducted tralning for independent auditors of public schools on June 8,
1898, under the sponsorship of the Texas Society of Cettified Public
Accountants, The training covered audit activities relating to Foundation
School Program special programs, and other fopics relating to financial
accounting and audit requirements applicable 1o Texas school districts,

Contact; Torn Canby, Sr. Division Director

Texas Education Agency (TEA) management concurs. TEA will implement the recommendations by
expanding existing guidelines provided 1o independent auditors.
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Agency No, 701
Texas Education Agency

Finding 3:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

There are no standards for all divisions 1o follow for developing and maintaining information systems.

Recommendation

Status Reported by Agency

Management should
continue 1o refine the dota
editing process to improve
the quality of data
submitted by school
districts.

Status as of 6/30/98: PARHALLY IMPLEMENTED Target Date: September 1998

A project team of Information Systems staff and customers has completed ¢
statement of work and specifications for o set of cross-collection validity and
reasonableness checks, These specifications are scheduled 1o be
implemented, in the form of an electronic report 1o districts and Education
Senvice Centers, in fime to be applled to 1998-99 Falt PEIMS submission data.

In addition, @ scope of work and implementation plan for improvements to
the PEIMS Editor application will be compileted this summer. The Editor will
be rewritten in an object-orlentad language, which will faciitate ongoing
review of edits for quolity and completeness, as well ¢s streamline the
implementafion of edit content improvements as they are identified on an
ongoing basis. The existing edits in the application have been incorporated
into the Enterprise Data Model, thus providing detailed documentation fo
suppott the redesign effort.

Finally, TEA continues 1o refine edits and add new edits each year, based on
input from program areq staff and advisory groups, as well as Information
Systems staff's ongoing review and annual testing of the Editor appiication.

Contact: Ann Payn, Information Systerns

Management should
emphasize to all divisions
developing and
maintaining systems that
consistent application of
system development
standards is beneficial and
required to ensure that
accurate and complete
information is produced.

Status os of 6/30/98: PARTIALLY IMPLEMENTED Torget Date: /98
Definition of scope and format of a system development methodology
policy for the agency s In progress. By August 1998, iInformation Systerns will
present a proposed agency methodology policy o ISAC and IPC for review
and approval, The proposed policy will feature a “checklist” of standards for
data and application quality, security, docurmentation, and project
management, and definifion of review and management processes for
ensuring that siondards are met, The policy will instruct development
managers to coordinate with and obtain input from appropriate Information
Systems stoff and methodology documentation fo ensure thot practices
comply with standaords.

Contact: Ann Payn, Information Systems

The agency has begun Improving the PEIMS edifs. Information Systems will work with customers 1o develop
a reasonable sef of systems development standards. Target date for agency implementation is Septernber

of 1998,
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Agency No. 701
Texas Education Agency

Finding 4:

Cverali Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Agency is working on enhancements to improve the qudiity of data used In calculating the student
dropout rate. Uniil these enhancements are implemented in September 1998, districts are still potentidiiy of
risk of underreponting current dropouts in their PEIMS submissions.

Recommendation

Status Reported by Agency

Encourage the continued
use of the Special Data
Inquiry Unit to investigate
the causes of campuses
reporting high numbers, or
a high percentage, of

Status as of 6/30/98: IMPLEMENTED

Data on withdrawal rates for the previous year becomes available during the
third quarter of each fiscal year. The Special Data inquiry Unit will investigate
76 campuses in 43 districts that reported high percentages of withdrawdls in
the 1996-97 school year, On-site visits will be conducted 10 32 campuses in

withdrawn students. 17 disiricts reporting high withdrawal rates for fwo consecutive years.
Contact: Linda G. Mora, Associate Commissioner

Managerment should Status as of 6/30/98: PARTIALLY IMPLEMTED Target Dale:1998-99 School Year

implement the newly

developed leaver codes os
soon o5 possible.

The new leaver records and codes are described in the 1998-92 PEIMS Data
Standards, which were finalized and distibuted {o districts in March 1997,
The new records and codes will be used to obtain information on all school
leavers in grades 7 through 12.

As was siated in the inltial response, information on students who leave
school in the 1997-98 school year wil be reported In the Fall 1998-99 PEIMS
collection, and will be available in February 1999, Since districts cannot
complete reporting of leavers for a given school year until the following
school year, the Fall 1998-99 collection (the first submission during the 1998-99
school year) is the earliest that the new record and codes con be applied.

Contfact: Ann Payn, Information Systems

. rom Original Report

The Agency pians 1o confinue to use the Special Daia Inquiry Unit.
The Agency already has taken steps fo implement district-level use of leaver records and codes.
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Agency No. 701
Texas Education Agency

Finding 5: Overall Status as of 6/30/98: IMPLEMENTED
Weaknesses exist in performonce evaiuations for nonclassified employees.
Recommendation Status Reported by Agency
Management should Status as of 6/30/98: IMPLEMENTED
ensure that the employee
performance evaluation In December 1996, performance evaluations became required for senior

system is consistently
applied to all employees,
including nonclassified
employees.

exempt staff. I fook a full year 1o complete evaluations of all staff, The
Junuary 1998 follow up audit found that a test of 19 classified employees
wha received pay increases between December 1, 1996 and May 1, 1997
weare supported with current parformance evaluations.

Contact: Harvester Pope, Human Resources

Annuagl performance
evaluations should be
prepared as part of an
employee’s
developmental process.

Status as of 6/30/98: IMPLEMENTED
See text above.

Contact: Harvester Pope, Human Resources

All pay actions should be
supported by o cument
performance evaluation,

Status as of 6/30/98: IMPLEMENTED
See text above.
Contact: Harvester Pope, Human Resources

Performance evaluations for senlor exempt staff becarne effective In December 1996,
It has token a full year’s cycle fo complete annual evaluations,
All senicr staff pay changes have followed appropriate state laws.
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Agency No. 701
Texas Education Agency

Finding 6é:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The approval process for professional service contracts needs improvement,

Recommendation

Status Reported by Agency

Estoblish ime frames and
dates for the development
and implemeniation of the
Grants Tracking Log.

Status as of 6/30/98:PARTIALLY IMPLEMENTED  Target Date: September 1998

The log has been designed as a module In ISAS. Coding will begin in early
July. Implementation Is set for Seprember 1998

Contact: Dan Arrigo. internal Operations

Employees with authority to
approve contracts must
have the knowledge, skills,
and gbilities to carry out
the responsibility.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: February 1998

TEA employees with authority 1o approve contracts have been frained over
the last 4 years. A revised operating procedure governing contracts was
signed last March. The agency is moving foward implementation of ¢ risk-
based contract monitoring process. The agency’s contracts manual is being
updated.

Contact: Dick Jarrel, Intermnal Operations

Management will review the present time frames and dates of the Grants Tracking Log, and whether this
project should be contracted or developed in-house.

Over the last four years, training has been implemented for those individuals signing contfracts and those
individuals assisting signatories in preparing contracts.
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Agency No. 701
Texas Education Agency

{ Finding 7: Overdll Status as of 6/30/98: IMPLEMENTED
The Agency does not require all departmenis 1o have performance measures to determine the quality of
their services,

Recommendation Status Reported by Agency
Management should Status as of 6/30/98:IMPLEMENTED
extend the deparimental
performance Agency depariments have completed and are now implementing

measurement initictives
underfaken in the
Deportment of Internal
Operations to all Agency
departments.

performance measures for their divisions.

Contact: Depuly Commissioner for Finance and Accountability, Olga Garza

Management's Response from Qrigingl Report:

the recommendations will be addressed by the strategic planning ard work standards initiative
coordinated in the Deputy Commissioner’s Office for Finance and Accountabiiity.

Finding 8:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Agency’s property accounting records have not been reconciled o the State Property Accounting
System in more than five years.

Recommendation Status Reported by Agency
Management should Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: Folf 1998
ensure that reconcllictions
between the Agency's Inventory has been completed. Implementation of the IGAS Assets
property records and the Management module will support this process.
State Property Accounting

Systermn are performed on g
monthly basis.

Contact: Office Services, Mark Walla

Vi Fe R vom Oriaingl Peport:

The Agency concurs. The ogency Is in the process of purchasing an Integrated Statewide Administrative
System (ISAS). Full implementation is planned for this fiscal year.
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Agency No. 701
Texas Education Agency

Finding 9:

Overall Status as of 6/30/98: IMPLEMENTED PARTIALLY

There is a concem over the increasing number of Charter Schools.

Recommendation

Status Reported by Agency

As the number of charter
schools increases, the
Agency should assign a
corresponding level of
resources 1o appropriately
monifor this activity

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: August 1,1998

The charter school staff is being Increased from the onginal two persons the
director and one clerical support staff member) to three professional staff
members (including the director), one full-time clerical support staff member,
and one temporary clerical support 1o assist through the application period
for new charter schools. This recommendation is being reported as in
progress, as one professional position is vacant and curently posted.
Estimated date for filling the position and reporting the recommendation as
fully implemented is August 1, 1998

It is not necessary o assign g coresponding number of staff 1o the Charter
Schools Division @s the number of charter schoals increases becouse other
divisions and units within the Agency share the responsibility for monitoring
and support of the charter schools. While the Charter Schools Division is the
primary contfact for Charter Schools matters, a large part of their role is to
facliitate the interaction of the schools with other divisions of the Agency.
These divisions include: Accelerated Programs (federal program funding),
Accreditation and District Effectiveness and Compliance, Advanced
Academics (forrmerly Giffed and Talented), Child Nutrifion, Curlculum and
instruction, Instructional Technology, Legal Division, Special Education, State

Funding and Finance, School Financial Audits, Textbooks, Transportation, and
the Waiver Unit,

These divisions have glreadly encountered a significont increase in workioad
due to charter schools.

In addition, support Is provided outside the Agency by the State Board of
Educator Certification and the University Interscholastic League, as
necessary. The Charfer School Resource Center that orginated from the
Govemor's Business Council also provides fechnical support to the charter
schools.

Contact: Charter Schools Division, Brooks Flemister

/1] nt's R nse f1e

The Agency concurs.
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Agency No. 715
Prairie View A&M University

An Audif Report on Management Confrols af Prairie View A&M University
SAC Report No. 98-012, January 1998

Finding 1A:

Overall Status as of 6/30/98: IMPLEMENTED

Policies and procedures in the areas of contracting, purchasing. and information services wete found to be

inadequate.
Recommendation Status Reported by Agency
Management should Status as of 6/30/98: IMPLEMENTED
identify missing or
inadequate policies and (1) Systern Policy Manual completed and reviewed.
procedures that need fo {2 Issued new Administrative Procedures Manual (APM) & Rules.
be addressed and
documented. implementation Verification:

15t Review: Special Projects 3/30/98, Wardrup and Glenn

Contact: Mr. Willie Tempton, President for Finance Administration

M fe R om Oriingl Report:

We agree that our procedures relating fo procurement contracting and confract amendmenis can be
enhanced and plan 1o moake the necessary revisions by March 31, 1998. We also agree that our
procedures related to our student information system data control procedures can be enhonced and plon
to complete this task by June 30, 1998,

Finding 1-B:

Overall Status as of 6/30/98: IMPLEMENTED

Some human resource practices do not comply with policies and regulations.

Recommendation

Status Reported by Agency

Human resources
management should
review siate personnel
requirements applicable to
these areas in the
organization and ensure
that personnel procedures
and activities are
compliant with these
requirements.

Status as of 6/30/98: IMPLEMENTED
HR reorganized to address these issues.
il tation Verffication:

1st Review: Special Projects 6/5/98, Wardrup and Glenn

Human resources
management should
identify weaknesses in
personnel practices and
establish Information and
fraining programs.

Status as of 6/30/98: IMPLEMENTED

New employees hired & frained to address these issues per deparimental
operating plan,
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Agency No. 715
Prairie View A&M University

Finding 1-B:

Cverail Status as of 6/30/98: IMPLEMENTED

Some human resource practices do not comply with policies and regulations.

Recommendation

Status Reparted by Agency

The Human Resources
Department should also
make sure that personnel
forms are completed with
decurate and suitable
information and that
resulting reports are
reliable,

Status as of $/30/98:

New employees hired & frained 1o address these Issues per departmental
operating plan,

Maoagement s Response from Qriginal Report:

We agree with the recommendiations of the State Audifor and plon fo have the necessary changes fully
implemanted by June 30, 1998

Finding 1-C:

Overall Status as of 6/30/98: IMPLEMENTED

Management’s use of interim positions may not promote cptimum personnel selection decisions because
ong cannot ensure that the most qudlified individuals are being appointed to fulfil the needs of the

University.
Recommendation Staius Reporied by Agency
University management Status as of 6/30/98: IMPLEMENTED

should ensure that its hiring
and selection practices for
interim personnel who iater
become permanent
consistently ensure
obtaining a pool of
quaiified applicants from
which to fill available job
positions.

Addressed in APM 60.01; 7 of 8 interim posifions identified are no longer in
Interim status.

ol tation Verification:

1st Review: Special Projects 5/30/98. Glenn and Wardrup

Supporting documentation
for these personnel
selection decisions should
be maintained according
to established records
retention guldelines so that
inquiries may be
adequately addressed.

Status as of 6/30/98: IMPLEMENTED
Addressed in Dept. Operating Plan
I1st Review: Special Projects §/30/98. Glenn and Wardrup

Contact: Mr. Ronald Jones, Vice President for Student Affairs
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Agency No. 715
Prairie View A&M University

Finding 1-C: Overall Status as of 6/30/98: IMPLEMENTED

Management’s use of inferim positions may not promote optimum personnel selection declsions because
one cannot ensure that the most qualified individuals are being appointed to fulfill the needs of the
University.

Recommendation | Status Reported by Agency

Management’s Response from Qriginal Reoort:

We acknowledge the foct that most of fiscal year 1997 we had eight interim appointrnents in
management positions; however, given the University's historically low furnover rate, would consider this to
be abnormal. We are well aware of the potentiol negative impact thot long-term interim appointments
caon have, but have been patience fo identify the opfimal structure and candidates before filling the
posttions In question. Regardiess. we anticipate bringing closure fo the inferim appointments identified by
the auditors soon.

The need fo maintain documentation relating 1o job applicants have been relferated fo the Office of
Human Resources especially 1o remain in compliance with the TAMUS Records Retention Policy.

Finding 2-A: Overall Status as of 4/30/98: IMPLEMENTED

Current accounting and reporting procedures do not ensure that only eligible semester credit hour data is
reported to the Higher Education Coordinatling Board for formula funding purposes.

Recommendation Stalus Reported by Agency
Managemsent should Status as of 6/30/98: IMPLEMENTED
ensure that accounting
and reporting procedures The Financial Aid Office, Office of Developmental Studies and the Graduate
result in capturing and school have implemented enhanced procedures to address emors noted,
reporting only eligible We will continue the process of testing and enhancing procedures 1o ensure
semester credit hour data confinued compliance and improved accuracy.
to the Higher Education

Coordinating Board for implementation Verification:
formuta funding purposes.

Daia reported should also 15t Review: Special Projects 6/25/98, Wardrup and Glenn
be accurate per

established criterg, Contact: Mr. Ronald Jones, Vice President for Student Affairs

Management's Response from Qrginal Report:

We agree that current procedures and practices can be improved fo help ensure that we reporf only
eligible sermester credit hours to the Higher Education Coordinating Board for formuia funding. The purpase
of our extensive review was not only to identify and report error for self-deletion, but also identify and
address weaknesses in our data collection and reporfing procedures. Qur first efforf was fo address
weaknesses in TASP compliance controls, which results in o significant reduction of errors for the Spring 1997
saemester, We have since added additional control procedures in the Foll 1997 semester. We will confinue
to review this process each semester and continue fo refine procedures and conirols as necessary.
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Agency No. 715
Prairie View A&M University

Finding 2-B: Overall Status as of 6/30/98: IMPLEMENTED
Some accounting practices for the collection of tuition and fees do not ensure the University will receive
payment,

Recommaeandation Status Reported by Agency
Management should Status as of 6/30/98: IMPLEMENTED
improve its revenue
practices so as 1o ensure instaliment Payment Pian document is now signed at Registration, financial

that student obligations are | aid pending receivables have been eliminated and only delayed

enforceable. Instaliment
payrment plans should be
signed by the student to

comply with state statutes.

Management should also
improve its procedures
over the use of “financial
did pending” receivables
to enhance coliectibility.

disbursements for qualified studenis are dllowed per Administrative
Procedures, and depariment procedures meet Coordinating Bogrd criteria.

Contact: Mr, Ronald Jones, Vice President for Student Affalrs

) vom Oriaingl Report

We will begin requiring students to sign an Instaliment Poyment Plon docurent, effective with the Spring
1998 semester. We willl also continue fo review current procedures and practices for possible

enhancements.

Finding 2-C:

Overall Status as of 6/30/98: IMPLEMENTED

Some purchasing activities reviewed were not in compliance with established state regulations or in line
with good business practices.

Recommendation Status Repoisted by Agency
University management Status as of 6/30/98; IMPLEMENTED
should take steps to

improve purchasing
practices fo eliminate
instances of technical
noncompliance with
established General
Service Commission
requirements and
Historically Underutilized
Business regulations. An
assessment should be
conducted to defermine
why naoncompliance
occurred, and corrective
actions should be
implemented.

(1) Technical noncompliance addressed in Oct. 1997,
{2) Commective procedures implemented in Sept, 1997,

15t Review: Special Projects 11/15/97, Wardrup ond Glenn
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Agency No. 718
Prairie View A&M University

Finding 2-C:

Ovarall Status as of 6/30/98: IMPLEMENTED

Some purchasing activities reviewed were not in complicnce with established state regulations or in line

with good business practices.

Recommendation Status Reported by Agency
Management should also Status as of 6/30/98: IMPLEMENTED
evaluate paitems of
routine purchases to Now performed by Purchasing Agent
identify where planning
improvements are needed | implementation Yerfication

and where economies and

efficiencies con be gained.

1st Review: Special Projects 3-17-98, Glenn and Wardrup

Policies and procedures for
contract revisions should
be enhanced o establish
appropriate controls in the
revision process 1o prevent
excessive authority residing
with any one individual.

Status as of 6/30/98: IMPLEMENTED

Per directive, contract revisions are routed through same approval procass
as original confract and risk is addressed. Wiitten procedures submitied June
20, 1998,

Contraciing terms, such Qs
bonding requirements,
should be verified for
compliance, especially
when contfracts have been
amended.

Stafus as of 6/30/98: IMPLEMENTED

Bonding requirements are verified for compliance with System Policy.

15t Review: Special Projects 4-14-98 Glenn and Wardrup

Contact: Mr. Willie Tempton, Vice President for Finance and Administration

Management's Response from Qriging Report:

+ With respect 1o off siate confract purchases, we have reviewed them with appropriate General
Service Commission sfaff and have been advised that the justifications provided to the auditors, while
acceptabie for purchasing off state contracts, could be strengthened or enhanced. The University's
Purchasing Agent will continue to monitor such purchases to ensure that we continue to meeft the
General Services Commission standards and make improvements where possible.

«  Withrespect to HUB compliance. we acknowledge that we hove not achieved the state’s expenditure
goals and will continue fo make a concerted effort to achieve these goals. We will review our current
procedures relating to reporting of HUB subcontractor information and make the necessary
improvements. We anticipate having this completed by February 28, 1998,

« Our Purchasing Agent has been instructed to review deparimental purchases on a monthly basis for
potential opportunities for operating efficiencies and cost savings. With respect to the authorized
signers list, current University staff was unaware of a separate authorized signers list maintained by the
General Services Commission for Sole Source Justifications. An undated authorzed signers list was
submitted to the Generdl Services Commission on October 20, 1997 and a copy was provided 1o the

State Auditor's Office.,

« Current procedures can be enhanced and plans are to make the necessary revisions by March 31,

1998.
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Agency No. 715
Prairie View A&M University

{ Finding2-D:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

| University management cannot ensure that all fixed-asset resources in the organization are adequately
| protected and safeguarded from loss.

Recommendation

Status Reported by Agency

University management
should strengthen known or
detected areas of
wegoknesses in fixed-asset
management processes to
ensure that ol fixed cssets
required to be accounted
for are assigned unique
identification numbers,

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98

Procedures have been drafted. Implementation has not been tested.

Agset verification should be

performed regularly and

discrepancies should be

resolved immediately, with

appropriate

documeniation
maintained.

Status as of 6/30/98: IMPLEMENTED

Asset verification activities & resolution of discrepancies have been
increased.

The University's database
should be periodically
verified foe accuracy and
completeness.

Startus as of 6/30/98: PARTIALLY IMPLEMENTED Targst Date: 8/31/98

Contact: Mr. Wilie Tempton, Vice President for Finonce and Administration

Manggement’s Response from Qnigingl Report:

« We have identified 35 of the 37 items tested and properly tagged and updated the inventory listing, cs

appropriate.

«  We are cunently reviewing the procedures for fixed-asset tagging and inveniorying for possible
enhancements o provide improved accountability and occuracy. We plan 1o make the necessary
procedural changes by March 31, 1998,
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Agency No. 715
Prairie View A&M University

Finding 3-A:

Overall Status as of 6/30/98; IMPLEMENTED

Operational decision-making by University management may be deficient because some key data and
Information is not accurate, cannot be easlly obtained, and is not protected from loss.

Recommendation

Status Reportad by Agency

An analysis of University-
wide information shouid be
formally conducted to
determine common and
unique software and data
system needs. Corective
improvements should
include: (1) information
sharing for common needs
identified, and (2)
prioritized system
development where key
needs are not being met,

Status as of 6/30/98; IMPLEMENTED

Needs survey conducted via network. SDLC provides for prioritized system
development.

1st Review: Special Projects 6/24/98, Wardrup and Glenn

The existing data
management policy and
procedures manuadl neads
to be more effectively
communicated.

Status as of 6/30/98: IMPLEMENTED

Procedures relating to users were added to APM.
lplementation Verfication:

1st Review: Special Projects 6/24/98. Wardrup and Glenn

bData input and access
procedures should be
Implemented and
controlled to ensure that
key information is
protected from:
inappropriate access,
manipulation of existing
data, or possible
frecoverable loss.

Status as of 6/30/98: IMPLEMENTED
Access and securlty issues addressed in APM.
1st Review: Special Projects 6/24/98, Wardrup and Glenn

Data safeguarding
procedures should addrass
backing up data and
proper storage activities for
ail Unlversity computer
uses.

Status as of 6/30/98: IMPLEMENTED
By memorandum and by update of disaster recovery plon.
Tst Review: Special Projects 6/24/98, Wardrup and Glenn

Contact: Mr. Willie Tempton, Vice President for Finance and Administration

STATE AUDITOR'S OFFICE

AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998

PAGE 209




Agency No. 715
Prairie View A&M University

Fincling 3-A: Overali Status as of 6/30/98: IMPLEMENTED

Operational decision-making by University management may be deficient because soms key data and
Information Is not accurate, cannot be easily obtdined, and Is not protected from loss.

Recommenddation I Status Reporied by Agency

Management’s Response from Original Report:

«  We agree that an assessment of the University-wide information systermn needs should be performed as
a basls for future operation of the Univewity's Information Systems Department,

s Management is curently reviewing other considerations such as restructuring and potential cost saving
efforts, We anticipate completing this task by Morch 31, 1998,

» The management policies and procedures maonual could be enhanced and better communicated
and we anficipate completing this task by March 31, 1998,

Finding 3-B: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

1 Management's system for the evaluation of non-academic performance information is not sufficient to
determine if operations are effective or efficient in achieving established goals and objectives.

Recommendation Status Reported by Agency
Performance measure Status as of 6/30/98: PARTIALLY iIMPLEMENTED Target Dote: 8/31/99
systems should reflect
performance targets and Linkage methodology from State Godls through Departrental Operating
priorities in line with the Pians developed and Finance Division is performing pllot project for this

University's strategic plon. methodology.

The systems should also Status as of 6/30/98: PARTIALLY IMPLEMENTYED Target Date: 8/31/99
routinely monitor and
analyze both interim and
final outcomes of those
operations and
departments to determine
if results are meeting
expectations.

Resulting infomation Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/99
generated from the
monitoring systems
developed should be used
to adjust and improve
progress toward overall
University goals, objectives,
and strategies.
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Agency No.715
Prairie View A&M University

1 Finding 3-B:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Management’s system for the evaluation of non-academic performance information is not sufficient fo
determine if operations are effective or efficient in achleving established goals and objectives.

Recommendation

Status Reported by Agency

The systems should be
structured fo detect
deviations in a timely
manner so that conective
qaction can pe
implemented fo prevent
crisis situations from
evolving.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/99

Contact: Mr. Willie Ternpton, Vice President for Finance and Administration

M e R fom Oricinal Report:

Improvements can be made in owur performance megasurement systems for non-academic operations and
we will continue fo make refinements. We would, however, point out that many tasks do not lend
themselves 1o benchmarking, thot fracking mechanisms for certain tasks could be more costly than any
potential benefit, and that priority of tasks chonge frequently based upon circumstances (both
controflable and uncontroliable). Consequently, we anficipate such improvements to be made on ¢

{ selected basis.
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Agency No. 721
The University of Texas at Austin

A limited Review of Management Controls at The Universify of Texas at Austin
SAQ Report No. 98-018, January 1998

Finding 1: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED
Certain faculty members have repeatedly falled 1o comply with safety procedures established by university
management.

Recommendation Status Reporied by Agency
Management should hold | Stafus as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/98
facully and students

responsible for laboratory
conditions. Implement
available sanctions for
chronic violators of safety
policies. Including placing
holds on grants, issuing
negative performance
reviews, closing laboratory
facilities, suspending
violators from iaboratories,
and/or formally censuring
violators.

A database systern for gathering information from laboratory inspections has
been developed. This system will enable the Office of Environmental Health
and Safely to send to University management information such as “chronic”
violators of safety policies. Reports from OEHS will, in turn, enable University
management to impose avallable sanctions for anyone repegfedly violating
University safety policies. The infernal repons from this system will be
distributed by September 1, 1998.

The Office of Environmental
Hedlth and Safety should
anolyze the resulfs of
inspactions fo identify
isolcrted problems and
University-wide frends.
COEHS should send
summgirized statistics on
violators to administrative
as well os ocademic
management, Statistics
should include the faculty
member's name, lab, and
number of fimes/dates the
policy was violated.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/98
As of January 1, 1998, oll laboratory inspections are recorded in a database
sysiem developed by OEHS, This dotabase will enable OEHS to send {0
Deans, Directors, and Principal iInvestigators statistical information regarding
laboratory inspections. including repeated violations of University safety
policies. As dafa from inspections is gathered, the system will enable OEHS o
identify University-wide safety trends. The Office of Environmental Heatth and
Safety currently is determining the types of information nesded and the
method for communicating this infformation. Initial reports are expected to
be distributed by September 1,1998.
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Agency No. 721
The University of Texas at Austin

Finding 1:

Overall Sfatus as of 6/30/98: PARTIALLY IMPLEMENTED

Certain faculty members have repeatedly falled to compiy with safety procedures established by university

management.

Recommendation

Status Reported by Agency

The University should ensure
that is safety training
system includes monitoring
to identify students, lab
assistants, ond employees
who do not have training
required by University
policy or state statutes.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:

The Office of Environmental Health and Safety has distributed the following
chackKlist and brochures to Deans, Directors, Chairs and other personnel
responsible for aciivifies affected by environmental health and safety Issues:

s Hazards Communication Act Site - Specific Training Record With Training
Checkiist
OEHMS Safety Builetin — Training Requirermnents
Laborertory Employees Safety Training Checkiist

+  The University of Texas af Austin Hazard Communication Program
brochure

» Laborcitory Training: Step-by-Step Guide fo Laboratory Training brochure

These materials outline for supervisors training requirements based on the
activities of thelr employees. The TXCLASS computer sysfem has been
implemented giving supervisors the abllity to review the training history of
their employees and 1o evaluate additional fraining needs. The new Director
has not been hired yet but the search committee is active.

Management’s Response from Qrigingl Report:

« The new Director, whom should begin by April 1, 1998, will coordinate the implementation of corrective
actions idenfifled in this report and ensure that all safety related issues and policies are addressed
continuously and monitored.

¢ Fachreport of irepeated laboratory safety violations would be reviewed.

« Sofety training needs have been assigned to each department.

+ Beginning in January of 1998, an annual written reminder will be sent to supervisors so that they may
monitor the training reguirements of individuals working under their supervision.

s Stoff in Administrative Cornputing Services Is modifying the TXCLASS computer systern o provide a
fraining history for employees.

STATE AUDITOR'S OFFICE

AUDIT RECOMMENDATIONE STATUS REPORT AS OF JUNE 30, 1998

PAGE 213
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The University of Texas at Austin

Finding 2: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED
Risk assessment and planning are not complete for renovations of certain resecrch buildings and residence
halls,

Recommendation Status Reporied by Agency
The University shouid Status as of 6/30/98: PARTIALLY IMPLEMENTED
complete s risk assessment
and its long-term The University’s Physical Plant curently Is negotlating ¢ confract with an
implemgnfoﬁon plans for engineerning firm fo perform a study of safety related issues In all University
renovating compus faciiities. The study is expected to require sixteen weeks to complete. Bosed
faciities, particuiady with on the results of this shudy, Physical Plant will develop a campus-wide
respect to research renovation implementation plan,

buildings and residence
halls. The risk assessments
should include
documentation of criteria
used for prioritization of
projects. Amendments to
existing plons should
contain short- and long-
term deadiines for
implementation, idenfify
funcling requirements, and
be monitored by executive
management.

The Fire Marshall's Office
should andlyze the results
of inspections to identify
the trends in violations of
building safety procedures.
Summarized statistics
relating to recurring
noncomplionce should be
reporfed 1o executlve
management.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/98
The Fire Marshall’s Office currently is gathering statistical information from
ongoing bullding inspections. This information will be Lsed by the Fre Marshall
to report to university management on campus-wide fire safety issues. The
initial report, for catendar yecar 1998, Is expected to be distibuted by January
1,1999. Additionally, the Fire Marshall is developing a plan for the continuat
assessment of fire sofety in University residence halis. A final long-range plan
for rasidence hall fire safety will be completed by September 1, 1998,

Management's Response frorn Qricgingl Report:

« The University Fire Marshaoll will perform g fire safety assessment of all residence halls.

s The Director of Physical Plant, Direciar of OEHS, and Director of H&F also will develop a risk assessment.

o Effective January 1, 1998, the Fire Marshall will prepare a calendar year annual report for executive
management that will include an andlysis of the results of fire inspections and identify frends relevant to

fire safety on campus,
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Agency No. 721
The University of Texas at Austin

Finding 3:

Overall Stalus as of 6/30/98: PARTIALLY IMPLEMENTED

The audit plen and other key intemal audit responsibliities have not been completed.

Recommendation

Status Reported by Agency

The Intemal Auditor should
formaily reevglucie the
curent audit plan and tisk
assessment sach quarter
to determine whether or
not carry-over projects are
criticatl enough to divert
time from current plan
projects. Any
recommended changes o
the current plan should be
formally approved,
reported 10 the Infemal
Audit Commitiee af its
meetings, and
documented in the
minutes.

Status as of 6/30/98: IMPLEMENTED

The progress on the current audit plan is assessed each month by the Office
of Internal Audits and reported to the internal Audit Committee ot each
meeting. Changes discussed of February 1998 IAC meeting have been
formally approved by Vice President for Administration and Legal Affairs.

University management
should identify other
departments that can
provide technical
cssistance for qudit
recormmendations as well
as non-audiit special
projects.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:
Consideration is being given o the need for units outside the Office of
Internal Audits fo provide technical assisiance to departments. To date, the
amount of time spent by Intemal Audits in technical assistance hos been
minimal.

Foliow-up audits should be
performed on o timely
basis. Follow-up audit
procedures should be
developed and
documented in
accordance with the peer
review recommendaotion.

Status as of 6/30/98: IMPLEMENTED

All follow-up work (on audlts completed since FY 1995) has been completed.
In accordance with directives from The University of Texas System, the status
of all intemnal audit recommendations is reported o the Board of Regents on
a quarierly basis. Accordingly, Office of Interndl Audits’ policy has been
revised 1o require follow-up on all audits within 90 days of the report issuance
(unless the specified implementation date is after that period).

. vom Original Report:

The University agrees with the three recommaeandations.
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Agency No. 721
The University of Texas at Austin

Finding 4:

Overali Stotus as of 6/30/98; IMPLEMENTED

The content and format of the Office of Intermnal Audits’ reports 1o the Infemal Audit Committee does not
accurately reflect the aliocation of audit resources and the assoclated impact on the qudit plan.

Recommendation

Status Reported by Agency

All deviations from the
onginal cudit plan should
be formally approved,
reported 1o the infemal
Audit Committee at ifs
meetings, and
documented in the
minutes.

Status as of 6/30/98: IMPLEMENTED

Changes to FY 1998 Audit Plan proposed at the February 1998 IAC meeting
were approved formally by the Vice President for Administration and Legal
Affairs,

Each Internal Audit
Committee status report
should reflect the
percentage of the audit
plan completed and
compare budgeted to
aciual hours for alf audits,

Status as of 6/30/98: IMPLEMENTED

Each iInternat Audit Committes mesting packet includes a status report
showing the status of each audit project, budgeted hours and actual hours
incurred to date.

Feer review
recommendations should
be reviewed for
implemeniation and the
status of any
recommendations not
implemented should be
communicated 10 the

Intermnal Audit Committee.

Status as of 6/30/98: IMPLEMENTED

A report on the status of intemal Audits’ 1995 peer review recommendations
wes presented 1o the Intemal Audit Committee at its December 1997
maeting. Four of eight recommaeandcotions were reported as implemented.
The other four—in progress in Decermber 1997—have been implemented
and the related policy changes incorporated into the revised office manual.

The University agrees that communications with the Infernal Audit Commiffee can be enhanced.
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Agency No. 721
The University of Texas at Austin

Finding 5:

Overall Siaitus as of 6/30/96: PARTIALLY IMPLEMENTED

The Office of Infernal Audits has not established performance measures on updated goals and objectives.
Perforrnance evaiuations have not been performed in accordance with University policy. Revise internal
audit policies and procedures manual,

Recommendation Status Raported by Agency
¥ Updgte its goals and Status as of 6/30/98; PARTIALLY IMPLEMENTED Target Date: 9/98
objactives.

Formal goals and objectives. including performance measures, will be
developed and Incorporated Into the Fiscal Year 1999 - 1999 Audit Plan
which will be reviewed by the IAC and approved by the President in
September 1998.

Performance measures Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/98
should be adopted and

repoited fo the Internal See siatus above regarding foimal goals and objectives.

Audit Commitiee.

Performance evaluations Status as of 6/30/98: IMPLEMENTED

should be performed at ¢

minimum annually.

All performance evaluations are current and will be performed as required
by office and University policy.

infernal Audit's policles and
procedures manudal should
be updated.

Status as of 6/30/98: IMPLEMENTED

A comprehensive review of office policies and practices was made and the
office manuai has been updated o reflect all current policies and practices.
An electronic (WEB-based) version of the manual has been developed in
order to facllitate In order o faciliiate pericdic revisions.

Management’s Response from Qriging! Report:

Writfen performance measuras have been reviewed periodically but have not been stated in a
quaniifiable monner. The audit manual is In the process of being updaited and should be compieted by

February 1, 1998,
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Agency No. 721
The University of Texcas at Austin

finding é: Qverall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Procedures for monitoring royalty income owed 1o the University are not fully implemented,
Recommendation Status Reported by Agency

Exercise revenue Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/98

monitoring procedures.

The University's standard license agresment includes o provision for
assessment of iate payment pendities. The Office of Technology Licensing
and intellectual Property (OTL) will negotiate with prospective licensess to
include this provision in all relevant licenses and optlon agreements. The
standard license agreement also requires licensees fo submit sales and
financial reports in accordance with g negotiated schedule.

The Office of Technology Licensing and Infellectual Property is in discussion
with an accounting firm specializing in fechnology fransfer agreerment audits.
Criterla are being developed which will enable OTL o idenfify
agresments/licensees that should be audited. These criteria may include:
timeliness of Information and financial reports, unexplained varances in
financial results, deviations from established goals, unexplained fluctuations
in royalties reported or pald, and other informaotion received by OTL that
indicates that an audit is appropricte.

Implement procedures for
fracking inventions
released fo faculty and
graduate students.

Status as of 6/30/98: IMPLEMENTED

in the past, g letter has been sent by OTL fo faculty and gradugate students
whose inventions have been released by the University. Thot letter has been
modified 1o include a paragraph reminding the inventor to inforrn OTL on
September st of each year of efforts o patent (or register as a copyright) an
invention, changes in patent status and roydities or other payments due the
University.

The Cffice of Technology Licensing and Intellectual Property will follow up on
any lefters not recelved by September 30th. Additionally, beginning in fiscal
year 1999, OTL will compare released inventions with the U.S Patent Office
database 1o identify those inventions for which patents hove been received
and roydities or other paymeants may be due.

ment’

v

The University agrees with the recommendations.
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Agency No. 721
The University of Texas at Austin

“Finding 7: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Office of Technology Licensing has not sufficiently developed proceduras for implementing the patent
] technology process, which could potentially cause insfficiencles or confusion.

Recommendalion Status Reported by Agency
Modify draft procedures Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98
and make avgilable to
resecrch faculty. The Office of Technology Licensing and infellectual Property has drafted

written procedures. These procedures will be made avallable o facully and
students upon review and approval by the intellectual Property Commitiee
and the University’s administration. Expected implementation date is
September 1, 1998.

Management s Response from QOriginal Report:

Written procedures that distinguish the different processes and criteria followed for patent proposals
received will be available fo faculty and students by May 1, 1998

Finding 8: Overdll Status as of 6/30/98: PARTIALLY IMPLEMENTED

Methods for maintaining data on problems with contractors, materials, or equipment are not consistent.

Recommendation Status Reported by Agency
Devsiop standard forms to | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote: 9/1/98
use for documenting non-
conforming conditions, A standard inspection form has been draffed and will be implemented upon
review and approval by the University’s administration. Expected
implementgtion date is September 1, 1998,

Manggement's Response from Qrigingl Report:

The University wilf develop standard forms.
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Agency No. 721
The University of Texas at Austin

Finding 9:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

New and existing employees in the Physical Plant require a formal training plan fo enhance technical skills.

Recommendation

Status Reported by Agency

Develop a departmeniai
fraining policy for bath
supervisors and staff.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Targei Date: FY 1999

The University's Physlcal Plant has employed ¢ fralning professional on a fulk-
fime basis 1o develop a formal fralning policy. A draft of the policy is
expected by July 1998, with implementation in fiscat yeor 1999 upon review
and approval of the University’s adminisiration.

The existing training poficy will be expanded. The Phystcdl Plant is recruiting o Training Coordinator who will
develop and monifor fraining for employess.

Finding 10:

Overall Status as of 6/30/98: IMPLEMENTED

Access to Cashier's Checks provided as bid securities are not restricted, Checks are not fracked in alog.
and they are stored with in unlocked file cabinets.

Recommendation

Status Reported by Agency

Use a check log fo record
when cashier’'s checks are
racelved and distributed.

Status as of 6/30/98: IMPLEMENTED

The Physical Plant has established a check log and lock box system for
cashier's checks received from confractors as depostis,

Use o lock box to store
chacks.

Status as of 6/30/98: IMPLEMENTED

See above statement,

Management'’s Response from Qriginal Report:

A check log Is being used dlready and a lock box wiif be purchased,
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Agency No. 724

The University of Texas at El Paso

Management Confrol Audit at The University of Texas at El Paso
SAQO Report No. 98-023, February 1998

Finding 1:

Overall Status as of 6/30/98: IMPLEMENTED

Information systems lack certain planning, purchasing, and security controls.

Recommendation

Status Reported by Agency

Reevalugte Information
Resources prionities
(including the student
Information system) and
establish a clear process
regarding how to address
them. This would include
rmodifying existing plans to
reflect any changes in
goals or priodties so that
effective frocking and
communication are
facilitated.

Status as of 6/30/98: IMPLEMENTED

The Operating Pian, September 1997 - August, 1999 for the Division of
Finance and Administration includes strategic inftiatives and implementation
dates for the Networking and Telecommunications Services Dept., the
Information Technology Senvices Dept., and the Customer Technology
Services Dept. The Biennial Operating Plan submitted 10 the Dept. of
Information Resources documents information resource priorfies, and
includes all information technology projects that have been undertaken.

A new student information systern (Banner 2000) was purchased last yvear
and will be fully operational for the Summer 1998 semesier.

Management s Response from Qrigingl Report:

The student information system must be confinuously upgraded 1o keep pace with growing enroliment and
data reporfing requirements. We will save an estimated $2 million by upgrading our current system rather
than purchasing a new one. We will continue our efforis to seek external grant funds and other creative
strategies to finance the $§2.5 million cost of upgrading the UTEP's studient information system.

Finding 2:

Overall Status as of 6/30/98: IMPLEMENTED

The University does not monitor computer-related purchases for cost effectiveness.

Recommendation

Status Reported by Agsency

Establish policies and
procedures 10 ensure that
computer-related
purchases are monitored
for cost effectiveness.

Status as of 6/30/98; IMPLEMENTED

in May 1998 policies and procedures for fechnology eguipment purchases
were implemented. These wilf effectively control technology equipment
purchases, ensure compatibllity, and maximize savings through volume
purchasing. The Technology Corner is the University's centralized coordinator
1o administer these policies.

gl

The Vice President for Finance and Administration has developed and will disseminate guidelines for
computer-related purchases above a threshold that will be defermined by the automation steering
committee. Policles and procedures will be developed by April 30, 1998, to ensure that ol fechnology
purchases over $§1.000 are properly approved efther by the Technology Comer for new computer and
soffware purchases, or by the technical experts within the information Technology Services and Network

and Telecommunications.
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Agency No. 724
The University of Texas at El Paso

Fincling 3: Ovaerali Status as of 6/30/98: IMPLEMENTED
The strategic plan for athletics does not have speclfic goals and strategies with target dates for
completion.

Recommendation Status Reported by Agency
Update the strategic plan Status as of 6/30/98: IMPLEMENTED as of May 15, 1998

for athletics. The strategic
plan should have specific
goals and strategles with
farget dates for
compietion.

The shrategic plan for athletics has been updated as of May 15, 1998, The
plan contdins goals, strafegies, and q fime table for completion.

The UTEP Infercollegiate Athletics Department has actually prepared two strategic pianning docurments
during the past two years. The first, which was completed in November 1995, was developed within the
cortext of NCAA Certification. Using the NCAA Cerlification Seif-Study as a base, a second Strategic Plon
was completed in December 1997, and comprehensively reviewed at a strategic planning retfreat on
January 8, 1998, The strategic plan has been completed.

Finding 4:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

A long-term finoncial plan. inciuding annual operating budgets, bosed on realistic expeciations of
revenues has not been completed.

Recommendation

Status Reporfed by Agency

Determine the future
costs/potential revenues of
soch proposed shrategy
before finalizing its plan.
Establish a time frame
beyond which, if it does
not have sufficient
revenues 1o sustain their
cunrent (or future) ievel of
expendiiures, the University
must consider downsizing
the department {o stay
within actual revenues.
Have Infemal Audit
validate the University’s
financial plan and report to
the State Audttor's Office
by August 31, 1998,

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98

A long-term financial plan, including projected operating budgets has been
completed and presented to the President on May 15, 1998, flem #8 in the
business Action Plan requires the development of contingency plans for
revenue shorfalls by August 1, 1998, Consideration will be given 1o various
options including across the board budgset reductions, elimination of some
non-revenue producing sports, reduction of administrative costs, and
changing from Division { 1o Division Il sports.
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Agency No. 724
The Universiiy of Texas at El Paso

‘ Finding 4: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

A long-tem financial plan, including annual operating budgets, based on redlistic expectations of
revenues has not been completed.

Recommendation | Status Reported by Agency

Intensive work is underway 1o findlize a long-term financial plan for the Intercollegiate Athletics Program.
Drafis of this plan have been reviewed and discussed in o series of meeting. Although the comprehensive
financial pian is not yef complete, g number Of observaiions shouid be made here for the record: First, the
UTEP Intercollegiate Athietic program has for the past three years maintained a fund balance without
dependence on support from other funding sources, e.g., designated funds or general fees. Second, there
Is at UTEP o high degree of awareness of the importance of carefully evaluating any dependence on
Auxifiary Fund balances. Although these bolance dropped in FY 1997, largely as a consequence of a
decline in enroliment, they are being resfored in FY 1998 as new revenue had been generated. Third,
gliocation recommendations of the Student Service Fee Committee, which has a student-majority
membership, are with few exceptions approved after review by the University President, The commitiee is
acvisory, however, and the President may on rare occasions adjust alfocations to respond to special
institutional needs, as occurred in this instance.

Finding 5: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

There is no overall plan to reduce athietic expenditures.

Recommendation Status Reported by Agency
Develop and use prodties | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 08/31/98
for reducing athletic
expenditures in case When finalized. the long-term financial plan will include pricrities for reducing

revenues cannoet support athlefic expenditures.
the current level of
services,

) Jiginal Report:

Contingency plans have been prepared to address possible revenue shortfalls, including expenditures
reduction measures.
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Agency No. 724
The University of Texas at El Paso

Finding 6: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Limited progress on prior audit recommendation to develop a comprehensive marketing plan with long-
term specific goals for fund-ralsing and strategies o accomplish those goals.

Recommendation Status Reported by Agency
Develop and implement o | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 08/31/98
comprehensive marketing
plan with long temm A marketing plan has been developed and included as part of the long-
specific goais for fund- term financial plan. A Senior Associate Athistic Director for External Relations
raising and strategies to has been hired and will continue to develop fund-raising goals and shrategies
accomplish those goals. in support of the marketing plan.

¥ o rom Origingl Report:

A marketing plan has been completed.

Finding 7: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

A cost benefit analysis to document or justify changes in policies and reorganization of program sfructure
was not prepared.

Recommendation Status Reported by Agency
Develop specific short- and | Status os of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 08/31/98
long-term pians, goals, and
objectives for Effective for Fall 1998 closses, the developmental math program has been
developmental rath, moved back fo the Math Dept.; class size has been reduced; additional
including specific farget facuity will be hired. A plan 10 measure progress and to review the plan is
dates and ways to partially developed. Additionally, ¢ pilot Enfering Student Program is being
periodically measure implemented in Fall 1998, composed of clustered sections of developmental
progress. Review the cost- | wiiting. study skills, and freshmen sociology.
benefit of reducing some
of the larger closs sizes.

1, fetingl 2 :

A comprehensive restructuring of all developmental education activities has been inifiated at UTEP, based
upon recommendations confained in the 1997 Remediation Task Force report. Beginning in the Foill 1998
semester, entering students in the Colleges of Engineering and Science will be the first to porticipate in the
new ertfering students program. The primary long-term godl, which we intend o achieve by 2003, is fo
increase significantly the overafl student refention rate of UTEP. The University is reviewing a variety of
strategies fo provide developmental math education, including the implementation of cooperative
leamning techniques and a reduction in class size. With respect to cost-benefit deferminations, any major
increase in student success in developmental math courses, and in subsequent math courses, wilf obviously
result in increases in student retention and enroliment.
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Agency No. 730
University of Houston

Management Conirol Audit at the Universify of Houston
SAQ Report No, 98-006, December 1997

Finding 1: Overall Status as of 6/30/98: IMPLEMENTED

Tultion deposits have not been made 1o the stafe treasury within the fime period required by state statutes,
Recommendation Status Reported by Agency

University officials should Status as of 6/30/98: IMPLEMENTED

closely monitor the

effectiveness of newly Verified by Intemal Audit June 1998,

installed procedures that
were developed 10 ensure
timely deposits of tuition to
the State Treasury.

The University continues to monitor deposits of tultion and fees o ensure that
deposits are made on a timely basis, The deposit procedures implemented
during August 1996 confinue to work effectively.

Contact: Vice President Jim McShane

v Fs R rom Origingl Report

The University correctad this Issue in August 1996 by implementing procedures o ensure foll deferred tuition
Is deposited within the fime period required.

Finding 2:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Uniform statewide accounting systern reconciiiation has not been completed o a timely basis,

Recommendation

Status Reported by Agency

University personnel should
reconcile the University’'s
intemal accounting
records fo the applicable
USAS accountson
monthly basis if possible;
otherwise, it should be
completed by the annuag!
financial report deadiine.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 10/31/98

The University is on farget fo have a timely, complete reconciliation of the
Uniform Statewlde Accounting System to the related University Accounting
Records for the FY 1998 year-end.

Contact: Vice President Jim McShane

During FY 1996 and FY 1997, the campus was working fo develop a comprehensive plan to modify
accounting practices and automate manual process in order 10 complete the reconcifiation to USAS at
the transaction ievel by FY 1998 year-end, Currenily, each fransmission of University accounting
transactions is reconclied to the detall ransactions recorded in USAS 1o help ensure that the reconclliaffon
remains current and fo identify needed improvements in the process.
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Agency No. 730
University of Houston

Finding 3:

Overall Status as of 6/30/98: IMPLEMENTED

The student accounting system does not have the internal capabiliies to perform some critical and
fundamental accounting and reporting functions.

Recommendation Status Reported by Agency
University officials should Status as of 6/30/98: IMPLEMENTED
consider the replacing or
upgrading the student Verified by Infernal Audit June 1098,
cccounting system a top
priority. We have considerad the replacement of the student accounting system ¢

top prority and have infticted the first phase of this endeavor, the Student
Information System Business Process Analysis Project.

Until the system is
upgraded or replaced,
University officials should
develop procedures to
compensate for the
shortcomings of the current
system

Status as of 6/30/98: IMPLEMENTED

Verified by internal Audit June 1998

We have developed and implemented processes to compensate for the
shor-comings of the existing student accounting system. These procedures
make it possible 1o perform the necessary accounting, reporting and
reconcliing activities in a more timely manner.

Contact: Vice President Jim McShane

m

We plan to replace the student accounting sysfem within the next three vears.

We are now underfaking a process re-engineering project which should resuft in changes fo the way we
currently conduct business in the areas of student accounting and other related record kesping
requirernents. We hove already mades changes to some of our applications and procedures, as
recommended by Arthur Andersen & Co. In thelr report on the Student Accounting Sysfem, dated August
31, 1995. These changes and addlitional changes to be made during FY 1998 have helped and will
continue fo help compensate for the shortcomings in the Student Accounting System,

Finding 4:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Various policies in the ares of parking, infomation fechnology, funding issues, facllities management, and

budgets are not current.

Recommendation Status Reported by Agency
University officials should Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98
resfructure the process
used fo develop and revise | The process for policy revision and development has been restructured. An

policies and procedures o
ensure timely
implementation of new
and revised policies and
procedures.

office has been created to coordinate policy development and revision,
Estimated completion dates will be established for all policies that are In the
process of development or revision.

Contact: Vice Fresident Jim McShane
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Agency No. 730
University of Houston

Finding 4: L?-veraﬂ Status as of 6/30/98: PARTIALLY IMPLEMENTED

Varous policies in the areas of parking. Information technology, funding issues, facliities management, and
budgets are not current.

Recommendation l Status Reporied by Agency

ﬁiﬂﬂﬂgﬁmﬂafﬁ RQSQQQSQ from Szlﬂ o/iale)] EQQQ{Z.

We plan fo revise our process for developing and revising university policies and procedures. We expect fo
astablish estimated policy completion/revision dates for all policies in the process of development or
revision by August 31, 1998.

Finding 5: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Affimative Action Plan required 1o be maintained for the Office of Federal Contract Compliance
Programs has not been updated since 1984,

Recommendation Status Reported by Agency

University officicals should Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98
develop procedures 1o
ensure timely updates to The plan s now in the process of being reviewed by the Human Resources
thelr Federal Affirmative Depariment. the General Counsel’s Office and the incoming Executive
Action Pian. Director of the Office of Affirmative Action/EEC. The Plan will soon be in
place and it will thereafter be reviewed annually and updated as needed.

Contact: Dennis Duffy

The database from which the update is drown was completed and the pion wiif be in ploce at the end of
October 1997,
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Agency No. 734
Lamar University at Beaumont

Management Confrol Audit-Lamar University-Beaumont
SAQ Report No. 98-029, February 1998

Finding 1-A:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The University has demonsirated ineffective management of cash.

Recommendation

Status Reported by Agency

Coordinate drawdowns of
federal funds with related
sxpenditures 1o minimize
the need to support
federal programs with
University monies

Stotus as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 6/15/98
Management will request that Intermal Audit add this area o its FY99 audit
plan for follow -up. Procedures for billing DOE have been drafted and are
under review and will be completed by 6/15/98.

Intemal audit should
performm follow-up work to
ensure that applicable
depariments are
coordinating their efforts to
minimize the use of
University funds fo support
federal expenditures

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 6/15/98

See statement above,

improve the timeliness of
financigl aid processing 1o
gliminate the need for
wholesale issuance of
emergency loans

Status os of 6/30/98: PARTIALLY IMPLEMENTED Target Date:

As of 3/26/98, all awarding and disbursing of aid is current and preparations
were on fime 1o begin awarding aid by 5/8/98 for next award year. Wiitten
procedurss have been prepared and are under review and will be
completed by 6/15/98.

A consulfant was hired fo review and reset off Inifiol pararneters in the automated soffware, and the system
becarne fully functional in October 1997, Per management, short term or “emergency” foans decrevsed
from 8652000 and 1,506 loans in the fall of 1997 to approximately $347,000 and 824 ioans for the spiing of

1998.

Finding 2:

Overall Stotus as of 6/30/98: PARTIALLY IMPLEMENTED

Varlous reconciliations were not fimely or completed, nor did they contain evidence of supervisory review.

Recommendation

Staius Reported by Agency

All reconciliations
(including bank
reconciliotions, payroll
withholding accounts, and
tuition deposits submitted
{o the State Treasury)
should be completed on a
monthly basis.

Startus as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 6/15/98

Bank reconcliations are current through April 1998, A draft of wiitten
procedures for reconcliing bank accounts has besn prepared.
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Agency No. 734
Lamar University at Beaumont

Finding 2: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Various reconciliations were not timely or completed, nor did they contain evidence of supervisory review.,

Recommendiation | Status Reported by Agency

Management’s Response from Qrigingl Report:

Per management, reconciliations have been preparad on ¢ firnely basis since the late spring of 1997;
however, we noted that this response did not address tultion deposit reconciliations or payroll withholding
acecount reconciliations.

Recommendation Status Reporied by Agency
All reconclliotions should Status as of 6/30/98; IMPLEMENTED
be completed to the

axtent that there are no
unreconclied differences.

M Fs R wom Crigingl Report:

Per managernent, unreconciled balonces have been eliminated in ol FY 98 reconciiiations.

Recommendation Status Reported by Agency
Al reconcliing ftems should | Status as of 6/30/98: IMPLEMENTED
be researched and
corrected on atimely
bosis.

Management’s Response from Qrigingl Report:

Per management, reconcifing ftems are current and are now being clearsed on a timely basis.

Recommendation Status Reported by Agency
All reconciiiations should Status as of 6/30/98: IMPLEMENTED
be signed and dated by

the person compieting the
reconciliation, and they
should be signed and
dated by supervisory
personnel affer thelr
review.

Management's Response from Qrigingl Report:

Per mancagement, reconciliations are now signed and dated by preparers and reviewers.

Recommendation Status Reported by Agency
Detalled, written Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:
procedures should be
developed and

communicated to the Detailed wiitten procedures have been developed and are under review,

employess responsible for
reconciliations.
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Agency No. 734
Lamar University at Beaumont

Fincing 2:

Ovaerall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Various reconcliiations were not fimely or completed, nor did they contain evidence of supervisory review.,

Recommendation

Stafus Reported by Agency

Management’s Response from Origingl Report:

Detalled wiitten procedures are currently under development and wilt be compiefed by the end of March

1998.

Backup personnel should
be cross-trained to perform
reconclligtions in the event
that persons primarily
responsible are not able to
do 50 on a fimely basis.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:

Management agrees, and has cioss-frained employess and will confinue to
cross-irain employees. The Finance Office will be adding a Director of
Accounting to its staff. This person will function as backup to perform bank
reconciliations when nesded and should be In place by 6/15/98. The Asst.
V.B. for Finance will oversee this individual’s work.

M ¢

iaingal

Management will develop a cross fraining program and the Finance Office will also be adding a Director
of Accounting to ifs staff, who will function as backup 1o all accounting positions when needed.

Recommendation

Status Reported by Agency

Intemal Audit should
perform follow-up work to
assure that reconciliations
are timsly, complete, ond
contain documentation of
supervisory raview, to
assure that the issue with
frozen overpayments {0
ERS s resolved, and to
verify that fiscal year 1998
tuition depostits to the State
Treqsury have been
reconciled.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: xx/xu/xx

Management will request that Infernal Audit add this area to tts FYee qudit
plan.

Management’s Response from Qrgingl Report:

Management will request that Infemal Audit add the identified areas fo ifs FY 99 audit plan.
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Agency No. 734
Lamar University at Beaumont

Finding 3: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED
The University's recelvables are not managed effectively.
Recommendation Status Reporied by Agency
Develop accurate and Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:
timely aging reports for ol
University receivables and | Aging reports will be developed for ol university receivables.

use them to manage
receivabies more
effectively.

Consider writing off any
receivables that appear to
be uncollectible orthat are
over one year old. Write
off oll receivables which
are no longer being
reported

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:

All receivables over one year old and other recelvables that are detemined
uncollectible will be deleted from the subsidiory and general ledget
accounts.

. ,
Management’s Response from QOrigingl Report:

Managernent will develop appropriate reporting procedures fo monitor the aging of non-student

receivables.

Recommendation

Status Reported by Agency

Reconclle ali receivable
accounts to the University’s
official cccounting records
on a monthly basis.
Reconcillations should be
adequately documented
with preparer’s and
supervisor's signature and
date. Coplss of ail
reconciliations should be
filed and available for
review.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98

Management concurs and will comply. Reconclliation of all receivable
accounts will be done on a monthly balsis, Reconciliations will be
adequately documented, signed, and dated by the preparer and the
person reviewing the reconclliation. All accounts will be reconciled by
August 31, 1998,

5K vom Original Report

Management will implemant procedures regarding reconciliations in 1998.

Recommendation

Status Reported by Agency

All credit balances should
be researched and
corrected as soon as
possible. All differences on
the reconciliations should
be researched, and
corections should be
made to applicable
records on a fimely basls.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98

Management concurs and will research and take corrective action
regarding these credit balance by August 31, 1998,
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Agency No. 734
Lamar University at Beaumont

Finding 3:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The University's receivables are not managed effectively.

Recommendation

I

Status Reported by Agency

2

igingl

Management will research and toke corrective action regarding credit balances by August 1998.
Reconciliation differences will be resecrched as they occur, and corrections will be made on a fimely bosis.

Ensure that alf blllings to the
Foundation and other
outside partles are
submitted on o timely basis.

Status Gs of 6/30/98: PARTIALLY IMPLEMENTED Target Date:

Management concurs. Bilings o the foundation for the fall semester will be
made by Nov. 1, in the future, and billings o the Foundation for the spring
semester will be accomplished by Marchl. Other parties will be billed timely
according to established agreements,

Management's Response from Original Report:

Billings to the Foundation for the fall semester will be made by November 1 in the future, and billings for the
spring semester will be accomplished by March 1. Other outside parties will be billed according to

established agreements.

Recommendation

Status Reported by Agency

All allowances for doubtful
qceounts should be
adjusted annually to reflect
the true collectiblility of
applicable receivables.

Status as of 6/30/98; PARTIALLY IMPLEMENTED Target Date:

Management concurs. The cllowance will be reviewed and adjusted
anrudlly as part of annudl finonclal report preparation process.

Management’s Response from Origingl Report:

Allowances will be reviewed annually as part of the annual financial report preparation process.

Recommendation

Status Reported by Agency

Detailed, written
procedures should be
developed and
communicated to
employees responsible for
reconciliations.

Status a5 of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 6/15/98

Written procedures have been developed and under review and will be
completed by 6/15/98,

Whitten procedures will be developed as soon as system changes are implemented.
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Agency No. 734
Lamar University at Beaumont

Finding 4:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Management falled to monitor and enforce compliance with TSUS rules and reguiations regarding the
handling of giff checks made payable to the University.

Recommendation

Status Reported by Agency

Implement procedures 1o
ensure that gifis to the
University are handied in
accordance with
applicable TSUS rules and
regulations and the written
instructions of donors.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:

The University currently has procedures in place 1o ensure compliance.
Management will work with the Foundation to ensure all funds are properly
handled in accordance with donor’s wishes,

Vi e R rom Oriinal Report:

Management is currently returning any check which has not been made payable 1o the appropriate party
to the donor and requesting a corrected check.

Recommendation

Status Reporfed by Agency

internal Audit should
monitor the University s
handling of gifts to ensure
complionce.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote:

Management will request that Intemal Audit include this area in tts FY99 audit
plan,

Mangagement’s Response from Origingl Report:

Management will request that Imtemal Audit include this audit area In its FY 99 audit plan.

Recommendation Status Reported by Agency
Management should Status os of 6/30/98: PARTIALLY IMPLEMENTED Target Date:
confer with the T8US Office
and its Board of Regenis to | Management is currently retuming any check which hos not been made
develop an appropriate payable to the appropriate party (Lamar University or the Foundation) 1o the

remedy for situations noted
in our finding.

donor, and is requesting a corrected check. The Foundation has returned
the funds in question to Lamar University.

Manggement’s Response from Qriginal Report:

The Foundation will return the funds in question fo the University.
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Agency No. 734
Lamar University at Beaumont

Finding &: Overall Status as of 6/30/98: IMPLEMENTED

Certaln payments lack oversight.

Recommendation Status Repoded by Agency

Ensure that ot poyments Status as of 6/30/98: WIPLEMENTED
processed by the University
are for official University
business and that
payments cormply with the
intent for which the reiated
accounts have been
established.

) iainal Peport:

Management disagrees with our assessment of the fransactions in question; however, management states
that in the future, participants in the Superintendents’ Academy will be personally responsible for costs
associated with non-sssenticl activitles incidental to workshops such as attending plays, trips fo the Empire
Starte Building, tour guldes, etc.
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Agency No. 734
Lamar University at Beaumont

Finding &:

Overail Status as of 6/30/98: PARTIALLY IMPLEMENTED

Management has falled 10 establish written policies or o enforce existing policies designed to accurately
account for and document department inventories, and to safeguard University property from loss, theft,

and abuse.
Racommendation Status Reporied by Agency
Review and evaluate Stitus as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote: B/31/98

cumnent policles,
procedures, and
monitoring mechanisms.
Make additions and
revisions where necessary
to ensure compliance with
Siate Property Accounting
Systern policies and
procedures and TSUS rules
and regulations regarding
the sofeguarding and
accounting for property.

A property management section has been added fo the new Finance
Policles & Procedures Manual, which will be issued by 8/31/98. During
December 1997 and January 1998, dll property custodians atfended training
on state property reporting requirements, Management will require
departments 1o submit reports on ¢ timely basls.

A property manogement section has baen added to the new Finance Policies and Procedures Manudl,
which will be issued in FY 98. All property custodians were required fo attend training on stote property
reporting requirements. Management will focus more affention fo having supervisors submif reporfs on o

timely basis in the future,

Recommendation

Status Reported by Agency

Inventory property and
equipment regularly.

Status as of 6/30/98. PARTIALLY IMPLEMENTED Target Date:

The University will conduct aonnual inventories. General lediger accounts and
the State Properly Accounting System will be updated and adjusted to
actual cost. The balance sheet in the AFR will reflect actual cost. All properfy
custodians have now been briefed on the iImportance of completing the
annuat inventory on ¢ timely basis and in a thorough manner. Management
will require that all inventories be submitted on a timely basis, The Property
Manager will report 1o management alt depariments not complying.
Management will work with depariments to assure Inventories are
completed. The assistant Vice President for Finance will oversee the annuagl
reconciliation of the property records 1o the general ledger and the State
Property Accounting system. Assignment has been made to the Finance
Office personnel for the reconciliation.

Management’s Response from Qriginal Report:

All property custodians have been briefed on the importance of completing the annudl inventory on g
timely basis and in a thorough manner. Management will require that inventorles be submifted on a timely
basis. The Property Manager will reporf 10 management aff deparirnents not complying. The Assistant Vice
Presiclent for finance will oversee the annua reconcliation of the property records to the general ledger
and the State Property Accounting System.
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Agency No. 734
Lamar University at Beaumont

Finding é:

Ovaerall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Maonagement has folled 1o establish written policies or 1o enforce existing policies designed to accurately
account for and document department inventories, and o safeguard University property from loss, theft,

ond gbuse.

Recommendation

Status Reported by Agency

Reconclie property and
equipment, property
records, general ledger
accounts, and State
Property Accounting
System information
regularly. Prepare timely
and well-documented
adjustments based on the
results of inventories and
reconchictions.

Staius as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:

See dbove responss for *inventory property and equipment regulory”
recommendation.

-Maintain property records
with sufficlent care so as to
cllow property items to be
readily located.

Status as of 6/30/98: PARTIALLY iMPLEMENTED Target Date:

See above response for "inventory property and equipment reguliarly”
recommendation.

Property ffems should only
be loaned 10 employees or
students for the conduct of
legitimate University
business, and only with
appropriate authorization
and adequate
documentgation.

Status as of 6/30/98: IMPLEMENTED

Manogement’s Response from Qrigingl Regort:

Forms and procedures for the loan of university equiprment are included in the property manual referenced
above. Properly custodians have been briefed on the importance of observing these procedures.

Recommendation

Status Reported by Agency

Surplus property delstions
should be adequately
documented and
traceable to the ultimate
disposition of these items.

Status as of 6/30/98: IMPLEMENTED

Report lost or stolen
property 1o the
appropriate authorties
immediately upon
discovery,

Status as of 6/30/98: IMPLEMENTED
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Agency No. 734
Lamar University at Beaumont

Finding 6: Overall Status as of 6/30/98: PARTIALLY BAPLEMENTED

Management has failed to establish written policies or to enforce existing policies designed to accurately
account for and document department inventories, and to safeguard University property from loss, theft,
and abuse.

Recommendation Status Reported by Agency

Infernal Audit should Status as of 6/30/98: PARTIALLY IMPLEMENTED Targst Date:
continus 1o monitor issues
identified in thisreport and 1 Management will request that Intemal Audit include this area for follow-up in
their prior report until such its FY99 audit plan.

time as all lssues are
satisfactorily addressed.

. rom Original Repart:

Forms and procedures for surplus property deletions ond lost or stolen properfy are included in the property
monud! referenced above. Property custodians have been briefed on the importance of observing these
procegures.
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Agency No. 734
Lamar University at Beaumont

Finding 7:

Cverali Status as of 6/30/98: PARTIALLY IMPLEMENTED

Problerns continue to persist relating to the accuracy of information used to support declsion-making

Recommendation

Status Reported by Agency

Establish adequate
guidelines for project
management of all new
system Implementations
and/or upgrade. The
guidslines shouid include
requirements for:

s Adequate festing
and/or paraliel
processing of new and
old systems to ensure
the systems are
working as infended
ond to ensure the
accuracy of dota,

» Complete, accurate,
fimely, ond
documented
reconciliations of data
from old 1o new
systerns to ensure the
accuracy of data
being transferred.

e Detalled and
measurable
parameters for project
management of new
systems ana/or
upgrades in order 1o
accurately frack the
progress of
implementation or
upgradeas and for
gccountability
purposes.

Status os of 6/30/98: IMPLEMENTED

M s R vom Oriainal Repart:

Management’s response appears 1o minimize the problems asscciated with the accounting feed
associated with the HRS fo FRS feed, Management states that “all daita was eventually enfered
accurately” relafive fo the conversion fo the new accounfing system.
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Agency No, 734
Lamar University at Beaumont

Finding 7: Overail Status as of 6/30/98: PARTIALLY IMPLEMENTED

Problems continue 10 persist relating 1o the accuracy of information used 1o support decision-making

Recommendation Status Reported by Agency
Develop detailed action Status as of 6/30/98; IMPLEMENTED
plans to corect problems
identified with FRS QNG SIS, 1 .. e es s rsssemms sssrrsssesssassessenses cerees et ae s sataas

Develop detailed policies Status as of 6/30/98: IMPLEMENTED
and procedures for

management and
operation of information
systems.
R nge f ing

Management appeors to belleve that the University has adeguate policies and procedures.

Recommendation Status Reported by Agency

Strengthen controls over Status as of 6/30/98: IMPLEMENTED
access 1o information
systems:

+  Limif the number of
persons having dafa
antry capabififies to
only those needing
such copablities as an
integral part of thelr job
responsibilifies.

s Ensure terminated
employees are denied
access fo information
systems.

Management'’s Response from Qriginal Report:

Management will review the access of each individual who has access fo FRS and iimit the copabilifies to
only those required by the individual's job. Management has established a check out systermn whereby the
System Administrator is nofified when an employee is terminataed. Additiondlly, a repart can be produced
thot provides a list of people without current contracts that Humaon Resources can check fo help
determine when an employee should be faken off the sysfem.

Management will request that infernal Audit include this area in fts FY 99 audit pian.
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Agency No, 734
Lamar University at Beaumont

Finding & Cveratt Status as of 6/30/98: PARTIALLY IMPLEMENTED
Inadequate management of the financial aid processing function, along with viclations of federal
requirements.

Recommendation Status Reported by Agency
ldentify the essential Status as of 6/30/98: PARTIALLY IMPLEMENTED Torget Date:

knowiledge, skills, and
abiities necessary for
Financial Ald Office staff
members {0 perform their
job responsibilities
successfully. Consider
these factors when
advertising, screening, and
hiring new ermployees. and
when identifying training
needs. Ensure that ol
Financial Ald Office staff
members receive
adequcte tralning o aliow
them 1o perform their job
responsiblities effectively.

Management concurs. Job standards and skills will be developed for each
position in the Student Financial Ald Office and when new employees are
hired, a determination will be made that the new employee has the
knowledge, skills, and abilities to perform the job responsibilities successfully.
Management will ses that employees receive adequate training fo perform
their job responsibilities on a contfinuing basis. Management will continue to
send these employees to DOE work-shops ¢s they become available. A
written plan for employee training is under development and should be
completed by 6/15/98.

' fi

|

New employees in the Finonciol Aid Office have received 16 hours or infensive fraining from a consulting
firn specializing in the operation of the SIS systern. In addition, all empioyees in the Financial Aid Office
have had 6 hours of customer service fraining from a locdl consulfing firm. Management will continue fo
send these employees 1o Department of Education workshops as they become avaiioble.

Recommendation

Status Reported by Agency

Develop written policies
and procedures fo guide
Financial Ald Office staff in
the performance of all
crifical job responsibilities.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/98

Written procedures have been drafted and are currently being reviewed. To
be completed by August 1998.

¥ nse fi

riciin

Writter desk procedures will be completed by the end of 1998,

Recommendation

Status Reported by Agency

Develop performance
standards and gools
against which to monitor
the operations of the
Financial Aid Office and
he performance of its staff,

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:

Management will develiop performance standards for the staff for the office.
Standards and godls for processing ald are prepared and under review. In
addition to the Financial Aid Office being evaluated as ¢ group/team, each
employee will be also be evaluated on his/her individual performance.
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Agency No. 734
Lamar University at Beaumont

4 Finding 8: Overail Status as of 6/30/98: PARTIALLY IMPLEMENTED

inadequate management of the financial ald processing function, along with violations of federal
requirsments.

Recommendation ] Status Reported by Agency

Management has prepared two plans fo address the problems In the Financial Aid Office. Per
management, the objectives outiine in the first, short-term plan are substantially complefe. A second, fong
range plan wos presented to the Board in Decernber 1997. The uitimate goai of this plan is for the Financiol
Aid Office to be able to inifiate the processing of financicl aid for the 1998-1909 acodemic year so that
awards cre processed within 30 days of the receipt of complete documentation. If successful, this will
allow all students who have submitted timely cid requests to receive all appropriate ald ten days prior fo
the first Class day In August 1998,

Recommendation Status Reported by Agency
iden?ify 1_h.e informaﬂgn Stotus as of 6/30/08: PARTIALLY IMPLEMEMTED Target Date:
Izgf;;i;fgfn?;;g gg}gg Management concuts. Reports are being developed to help management

Financial Aid Office against | SOMPY with this recommendation.

performance godis; to hold
staff members
accountable for their
performance; and to
ensure compliance with
applicable statutes, rules,
regulations, and other
applicabie restrictions,

Develop systems to
caplure and report this
information in o timely
manner and af an
appropriate leval of deiail.

Develop and make reguior
use of management
reports Yo ensure that cid is
processed and awarded in
a timely manner and in
compiiance with
applicable restrictions.

Manage workflow in the
Financial Ald Office to
allow new financial gid
cycle processing 10 begin
s student documents are
received,

Management's Response from QOrigingl Report:

A management report has been devsloped to assess the old packaging status of al students who have
applted for financial aid. The report s run dally, and s used fo identify and fo act on probierns before they
can accumulate, The Financial Aid Office Is held accountable os a team for preventing problems with ald
processing.
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Agency No. 734
Lamar University at Beaumont

‘Finding 8:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED
Inadegquate management of the financlal aid processing function, dlong with violations of federat
requirements,
Recommendation Status Reported by Agency

Estabiish controls over
documents in the Financial
Ald Office sufficient to
minimize the loss and
misfiling of papers and
resulting delays in
processing students’ aid
packages.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 06/156/98

Management concurs. An Administrative Technician was assigned the
responsibility of docurment conirol last August. All documents are lcgged info
the computer upon receipt, and this individuat Is responsible for ensuring that
they are filed in the appropriate student file, Procedures are in place o
ensure proper documentation has been received before aid is awarded.
Written job descriptions have been developad and are being reviewed by
Reed Evans and are scheduled to be completed by 6/15/98.

Manqggement’s Response from Original Report:

internal Audit has Financial Aid on ifs schedule for FY 98, and the resulis of that audit will be used fo identify
specific raining deficiencies that need fo be addressed 1o ensure compliance with federal reguiations,
Management will request that Infemal Audit verify the segregation of Perkins Loan accounts,

Recommendation

Status Reported by Agency

Ensure that financial aid is
not awarded and
disbursad in the absence of
adequate, complete,
legible documentation of
students’ sligibility and
need. Ald should not be
disbursed in the absence of
signed documentation
indicating formal
acceptance of the aid
awarded. Student loans
shiould not be offered In
the absence of compieted
loan applications.
Management should
exerclse greater diligence
in investigating and
resolving confiicting
information submitted by
students,

Status cs of 6/30/98; IMPLEMENTED

Manogement’s Response from Oniginal Report:

Internal Audit has Financial Ald on its schediuie for FY 98, and the results of that audit will be used to identify
specific fraining deficiencies that need 1o be addrassed to ensure compliance with federal regulations.
Management will request that internal Audit verify the segregation of Perkins Loan accounts.
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Agency No. 734
Lamar University at Beaumont

Finding 8: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED
inadequate management of the financial ald processing function, along with violations of federal
requirements.
Recommendation Status Reported by Agency
Comply with federct Status as of 6/30/98: IMPLEMENTED
regulations prohibiting the
withholding of Pell Grant
proceeds for the payment

of outstanding university
obligations.

Management will comply with recommendations regarding adequate documentary support for awards
and verification of information submitted by students.

Recommendation

Status Reporied by Agency

Submit all required reports
to the Department of
Education on o timely
basls. Informgation included
in these reports should tie
or reconciie to the
Unlversity’s official records.
Management should
maintain its federal student
financial ald accounts in
compliance with
applicable federal
regulations. Monagement
should adjust s
accounting records to
reverse the effects of
having consolidated ifs
Perkins Loan accounts and
submit amended federal
repors for the offected
perods.

Status as of 6/30/98: IMPLEMENTED

Management's Response from Origingl Report:

Management will request a programming modification to prevent the application of Pell Grant proceeds

fo prior semester charges

Recommendation

Status Reported by Agency

Intemal Audit should
perform adequate testing
to assure thot the Perking
Loan accounts have been
accurately segregated per
federal regulations.

Status as of 6/30/98: PART!ALLY IMPLEMENTED Target Date:

intemnal Audit has already scheduled an audit of the Financiol Aid Office inis
fiscal year 98 progrom. Management will request that they verify the
segregation of the Perkins Loan accounts.

IMPLEMENTATION STATUS OF
STATE AUDITOR'S RECOMMENDATIONS AS OF JUNE 30, 1998
PAGE 243




Agency No, 734
Lamar University at Beaumont

“Finding 9:

Overali Status as of 6/30/98: PARTIALLY IMPLEMENTED

Continued, significant losses in auxiliary operations.

Recommendation Status Reported by Agency
Develop detailed action Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:
-plans to correct the
1 downward fund balance Management concurs. The elimination of the housing deficlt fund will be an
trends and deficit fund exceedingly slow process, and will probably not be complete until the
-bakances in Housing, bonded debt is sliminated. Management has a draft of a plan to Increase
Energy Conservation, Food | the number of students In the University housing. The Montagne Center is

Services, Subordinate Lien,

and the Montagne Center.

another area that will not be susceptible 1o an easy solution, However,
management will reassess the situation and review the available alternatives.
Plans to address these Issues for both University housing and the Montagne
Center will be developed and submitted to TSUS by August 1999.

The elimination of the fund bailance deflcit in Pledged Enterprises will be an exceedingly slow process and
will probably not be complete untif 2010. Management has ¢ draft of a plan fo efiminate this deficit, and
anticipates having o document for release by the end of FY 8.

By the end of FY 98, management will reassess the Montagne Center situation and review the available

offernatives.
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Agency No. 734
Lamar University at:-Beaumont

: §'§Finding 10: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

| Service departments are losing money.

Recommendation Status Reported by Agency
1 Develop detailed action Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 08/31/98
plans fo correct the

downward fund balance Management concurs and will conduct a thorough review of dll service
frends, reduce the deficifs | departments. A plan for operating each service department on a breck-
in fund balances, and even basis will be developad for the start of the Fscal Year 99,

aliow for "break-even” or
profits in the sernvice
deporiment operations
currently losing money.

Management’s Response from Qrigingl Report:

Manogement has decided fo underwiite the Print Shop fo provide convenience to the campus
community. Management wili conduct a thorough review of the other service depariments and will
provide a plan by the start of the FY 99 budget year.
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Agency No. 734
Lamar University at Beaumont

Finding 11 Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Improvements are needed in the management of the University’s human resources in many areas,
Recommendation Status Repotted by Agency

Ensure that all hiing Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:

decisions are based on a
thorough position analysis
and that screening and
subsequent hiting decisions
glve sufficient
consideration to whether
prospective employees’
knowledgs, skills, and
cbiiities sufficiently match a
posttion’s requirements.

In areas where
management anticipates
a need to hire
inexperiencad staff due to
the available market of
prospective employees,
there should be sufficient
advance planning fo
ensure that new hires
receive adequate training
and supervision relative to
thelr responsibilities.
Preparation of crticat
reports and other crucial
functions should only be
performed by personnel
having experience
appropricte 1o the ask.

Management wilt make every effort in the fulure 1o comply with the
recommendations relating to position analyses, planning for fraining,
supenvision, and ensuring that crifical functions are performed by persons
with appropricte experience.

, ~daingl Report:

Management agrees that this Is the preferoble course of action and will make every effort fo comply these
recommendations in the future.
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Agency No. 734
Lamar University at Beaumont

Finding 11: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

improvements are needed in the maonagement of the University’s human resources in many areos.
Recommendation Status Reported by Agency

Integrate planning for Status os of 6/30/98: PARTIALLY iIMPLEMENTED Target Date: 12/31/98

future staffing needs into
other iong term ploanning
for the University, To the
extent possible, identify
anticipated future staffing
fevels well in advance,
along with the knowledge,
sidlls, and oblitiies thot will
be needed in the future for
amployees to successfully
perform thelr job
responsibilifies,

Incorporate this information
into management’s pians
and curmcuium for training
of new hires and the long-
term development of
current empioyees,

Management's Response from Qriginal Report:

Monogement will Incorporote a plan for future staffing needs info ifs long-term plan by December 31,1998,

Recommendation Status Reported by Agency
implement procedures to Status as of 6/30/98; IMPLEMENTED
ensure that materiols
relcting to the hiring of
employees are forwarded

1o the Humaon Resources
Office In a timely manner,
and that adequate
safeguords exist over
employee Information.
Applications, resumes,
transcripts, documentation
of background checks,
and other similar
information supporting the
hiring of individuais should
be maintained in those
empioyess’ personnel files
in the Hurman Resources
office. Personnel files
should not be purged of
such materials os long as
employees maintain their
active status,
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Agency No. 734
Lamar University af Beaumont

] Finding 11: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

improvements are needed in the management of the University’s human resources in many areas.

|__Recommendation I Status Reported by Agency
Management's Resoonse from Qrigingl Report;

Management is in the process of assembling the missing docurmentation from the senior staff files examined
in this qudif. In the future the Director of Human Resources will not approve hires unill required
documentation has been forwarded 1o the Human Resources Office by the search commifies.

Recommenddtion Status Repotted by Agency

Implement procedures fo Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 6/15/98
ensure compliance with ot

applicoble state, TSUS, ond
University human resources
policies, including those
relating 1o the
administration of faculty
teaching loads, external
activities, and the fimely
submission of staff
performance appraiscis.
information from employee
performance Gpproisals
should be considered in
development of future
fraining plans ond
curriculum,

Management agrees. With regard to overload activities, these must be disclosed on the form used fo pay
the individual. In addition, all Deans have been advised that overloads in excess of 125 percent requires
the approvdl of the Executive Vice President For Acaderic affairs. The faculfy are required fo submit a
formal request for approval of all applicable external employment,

With regard to tirmely evaluations, employees have now been through an annual evaluation under our new
procedure. The second cycle of evaluations is currently underway. Management initially established the
evaluation plan so that employees would be evaluated on the onniversary of the ronth of their
employment. However. this has made it difficult 1o monitor compliance with the timely submission of
evaluations. Management intends to convert in Fiscal Year 99 o doing alt evaluations In a single monih,
Management will require supervisors 1o submit evaluations on a fimely basis in the fulure. With regard fo
knowledge of State, TSUS, and University policies, the University has a draft Human Resources policies and
procedures manual which has passed legal review and is currently under review and will be completed by
06/15/98. An updated stoff handbook will follow:.
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Agency No. 734
Lamar University at Beaumont

Finding 11:

Overall Status s of 6/30/98: PARTIALLY IMPLEMENTED

Improvements are needed In the management of the University’s human resources In many areas.

Recommencdation

Siatus Repored by Agency

Develop operational
standards and
performance measures for
cilf critical areas of
University operations.
identify those elements of
Information essential 1o the
successful management of
these crifical areas and
ensure that the Unlversity’s
Information systems
adequately capture that
information and provide it
to responsible employess in
a fimely manner and inan
appropriate format,

Ensure that supervisory
personnel have timely
access to any Information
necessary o hold staff
members accountable for
thelr performance.

Status as of 6/30/98: NO ACTION TAKEN Target Date:

Management concurs. This Is a complex long range profect. Management will study the issug fo see how

aperafional and performance standards may best be incomorated info our strategic pian and our current
evaluation system.

Recommendation Status Reported by Agency
Review University human Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date; FY 1599

resources policies regularly
in order {o ldentify arecs
requiring additiondl
atftention, claiification, or
revision, and to ensure that
the University’s policies and
practices comply with
applicable law, TSUS rules
and regulations, and other
exiernal restrictions.

Management agrees. The new Human Resources Policles and Procedures Manual has been reviewed by

legal counsel at the System

s office, and was issued on 5/29/98. An updated Staff Handbook will follow. In

addition management will request that this area be included in Infermal Audit’s plan for FY99.
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Agency No. 734
Lamar University at Beaumont

Finding 12:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Inconsistent or incorrect data does not gllow for accurate declslon-making by executive management.

Recommendation

Status Reported by Agency

Develop adequate
reconciliation and review
procedures o ensure that
consistent and accurate
information is presented In
the University’s accounting
records and finoncial
reporis.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 6/30/98

Particlly implemented: Management concurs and current plans are to have
all reconciliations complete and provide accurate figures in the accounting
records and the financial reports. Procedures for review of the AFR of the
institution will be compileted by ¢/30/98.

+

iginot

Management has agresd 1o identify wiitfen off recelvables, so that they can be eliminated from current
management reporis. Per management, bank reconcilictions are now current, with no “unreconciled
differences.” Per management, the errors that occurred in USAS regarding tuilion were in FY 96, and FY 97
is correctly stated. Lapsed appropriations have been wiltten off. Management is in the process of
creoting o checkist for the FY 98 annuat report 1o ensure that the other problems identified in our report do

nof reoceur,

Finding 13:

We noted fransactions and

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

conditions involving the University and the Foundation which suggest lack of

oversight by both the TSUS Board of Regents and the Lamar University Foundation Board of Directors,

Recommendation

Status Reported by Agency

Both the TSUS Board of
Regents and the Lamar
University Foundation
Board of Directors should
review and evaluate their
current oversight activities
as they relate 1o the
reiationship between the
University and the
Foundation. The TSUS
Board of Regents should
ansure that University
management adequately
fulfills #ts fiduciary
responsibilities with respect
to the handling of gifts and
other fransactions, and
that management
complies with applicable
TSUS rules and regulations.

Status as of 6/30/98: IMPLEMENTED
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Agency No. 734
Lamar University at Beaumont

} Finding 13:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

We noted fransactions and conditions involving the University and the Foundation which suggest lack of
oversight by both the TSUS Board of Regents and the Lamar University Foundgation Board of Directors.

Recommendation

Status Reported by Agency

The Foundgtion Board
should take care to ensure
that the Foundation is
adeguately protected
from fability in fransactions
involving the Foundation
and the University.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:

Management will work with the foundation fo ensure that adeguate
profection from liability exisls in the transactions involving the two entities,
Management will seek legal counsel for fronsactions with the Foundation
where necessary.

Management states that they cannot respond to the first two recommendations, as they are directed ot
the Foundation, ifs Board, and the TSUS Boord of Regents.

Recommendation

Status Reporfed by Agency

We encourage both TSUS
and the Lamar University
Foundation to review their
relationship In order to
ensure the elimination of @
less than am’s length
relationship either in
appearancs o in fact,

Status as of 6/30/98: IMPLEMENTED

M ts Response.from Original Report:

Management does not believe that any circumstances currently exist which would result in less than an
arm’s length relationship with the Foundation.

IMPLEMENTATION STATUS OF
STATE AUDITOR'S RECOMMENDATIONS AS OF JUNE 30, 1998
PAGE 251




Agency No, 734
Lamar University at Beaumont

Finding 13;

Overail Status as of 6/30/98: PARTIALLY IMPLEMENTED

We noted fransactions and conditions involving the University and the Foundation which suggest lack of
oversight by both the TSUS Board of Regents and the Lamar University Foundation Board of Directors.

Recommendation

Status Reported by Agency

We encourage TSUS, Lamar
University management,
and the Lamar University
Foundation to ensure the
negotiation of a new
operating agreement
which (1) cccurately
reflects the working
relationship between the
University and the
Foundation, (2) specifies
the types of assistance
each wilf provide the other
and the terms and
condifions under which
such assistance will be
provided, (3) provides for
adequate oversight by
each goveming board,
and {4) cleary defines the
rights and obligations of
each party.

Status as of 6/30/98: NO ACTION TAKEN Target Date:

Management concurs and will present the recommendaiions fo the TSUS
administration and Board of Regents. Management will assist in the
negotiations of a revised operating agreement that addresses the specific
items included in the recommendations.

Y s from Originl Report:

An updated agresrnent will be negofiated in calendar year 1998.
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Agency No. 734
Lamar University at Beaumont

| Finding 14:

Overali Status s of 6/30/98: PARTIALLY IMPLEMENTED

As a result of inconsistent reporting of *mink-session” courses, the University recelved funding for these
courses from appropriated dollars during non-count years while collecting the full cost of the courses from
uition and fees charged through continuing education.

Recommendation

Status Reported by Agency

Internal Audit should
perform adequaie follow-
up work in this area fo
ensure that this issue has
been resolved.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:

Management will request that Intemal Audit include this area in ifs audit plan
for FY$9,

’,

ngal

Management will request that infernal Audit include this areq in its qudit pian for FY 9%.

Finding 15:

Overall Stafus as of 6/30/98: PARTIALLY IMPLEMENTED

The University voluntarily identified and disclosed corections (instances of noncompliance and unreported
items) to the cerlified semester credit hour data reported 1o the Coordinating Board.

arangements fo pay
tuition s of the official

Recommendation Status Reported by Agency
The Undversity should report | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:
only those students who
have paid or made Management agrees and will comply. The SCT/8IS Texas Connections

software provides an option 1o report based on data fields which indicate
the payments status of the student, This option will be used in the future.

reporting date. Procedures will be written to ensure that manuadl adjustments during
reporting are made fo this data fleld by cashiering when excepilions are
encountered, The office of Institutional Research and Reporting is currently
working closely with the TASP Office. A request will be made o add
addifional edifs to warmn of dafa entry errors on TASP exemptions and to
remove the ability of Admissions status for summer temporaries. This will aliow
the automated nofification 1o the student of documentation necessary and
that it must be sent to the TASP Office. The TASP Office will secure the proper
documentation and monitor compliance of all TASP Issuses.

The University should report | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:

only those students

meeting TASP See above stafement.

requirements.

Management's Response from Qrgingl Report:

Management agrees and wilf comply.
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Agency No, 734
Lamar University at Beaumont

Finding 16: Overall Status as of 6/36/98: PARTIALLY IMPLEMENTED

The University’s procedures for the payment of tuition and fees on installment do not require students to sign
a form acknowledging that non-payment can lead fo sanctions.

Recommendation Status Reported by Agency
Adopt procedures to Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98
ensure that students
enroliing under the Management will iake the approptiate action to comply with current
installment payment opiion | statute. Written procedures for the implementation of this recommendation
have signed an (to obtain signed installment agreements) are 1o be delivered fo the
acknowledgment that Assistance Vice President of Finance by 6/20/98. Management wiit approve
non-payment can fead fo | procedures and see that they are in place by 8/31/98
sanclions.

, rom Original Repart:

Management would suggest That it might be more efficient 1o request that the Legisiature pursue a
change in the law to make these sanctions legdl for all students enrolled in an instaliment plan, rather than
requiring the administrative burden necessary for hundreds of thousands of sfudenis across the state to
complete o new form each necessary. Management will pursue this issue through TASSCUBQO in hopes that
an acceptable solufion can be reached.

Finding 17: Overall Status as of 6/30/98: IMPLEMENTED

A data error in electronic class records caused six Spring semester courses that were eligible for formula
funding not fo be reported to the Coordinating Board.

Recommendation Status Reported by Agency

Establish edit checks fo Status as of 6/30/98: IMPLEMENTED
produce exception reports
when official census count
program files are run, and
require that all srrors be
cleared before reporfing
data to the Coordinating
Board.

Management’s Response from Qrigingl Report:

The Universily currently has an eclit check systern. This new eror type has been added to this edif check
system, so that it will nof go undetected in the future.
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Agency No. 743
The University of Texas at San Antonio

An Audit Report on Management Controls at The Universify of Texas

at San Antonio
SAQO Report No. 98-030, February 1998

Finding 1: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Controls are inadequate to ensure that incidental fees are only collected and distributed for restricted uses.

Recommendation Status Reported by Agency
Clarify appropriate Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98
expenditures fo various
depariments. Prior fo meeting with the student advisory committee In December 1998 to

review all incidentdl fees, o budget justification and review of expenditures
will be required by each department charging an incidental fee.

Review expenditures at the | Status as of 6/30/98; PARTIALLY IMPLEMENTED Target Date: 12/31/98
department level.

In March 1998, general intemal Control Training was provided which
explained the importance 1o depariments of making sure these funds were

spent appropriciely.
Certify these expenditures Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98
as part of the voucher
QpRIoval pIoCess. Internal Audit will continue o include a review of incidental fees in thelr
annual audit plan.
Contact: Associate Vice President for Financial Affairs
t igingit 2

«  Asked UT System for approval 1o change the description of expenditure use of Library Book Fines to
inciude payments for fumniture and fixtures to be used within the library as we feel these appropriations
are appropriate.

« Wil initiate formal budget reviews for incidental fees with the student advisory committee and all
departments which have been authorized incidental fees.

o Intemal gudit will conduct annual audits on these fee accounts as requested by UT System
Administration.

« Orentalion meeting will be held with departments quthorized to collect incidental faes to explain the
importance of expenditure guidelines approved by System Administration.

»  Individuals approving disbursement vouchers and purchase requests within a department are certifying
the appropriateness of the transaction.
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Agency No. 743
The University of Texas at San Antonio

Finding 2: Overall Stotus as of 6/30/98: IMPLEMENTED

Management controls over inventory vaiued at $565.7 million are ineffective, and Inventory information
often cannot be relied upon.

Recommendation Status Reported by Agency

Enforce current policies Status as of 6/30/98: IMPLEMENTED
and procedures regarding
inventory control, including | implemented, additional staff have been hired to oversee the handling of
the timely submission of capital inventory and 1o perform spot checks of capital inventory.
paperwork for missing or
stolen property, and the
periodic review of property
records to verify that they
are current.

Make department headis Status as of 6/30/98: IMPLEMENTED
responsible for the
accuracy of inventory
records.

Property removed from Status as of 6/30/98; IMPLEMENTED
campus is only checked
out for one year. Every
year, an updated form
should be submifted to the
department and 1o the
inventory Division.

Ensure thatthere is a Status as of 6/30/98: IMPLEMENTED
sufficlent number of staff
meambers to meet ali
reporting requirements and
to safeguard assets. Contact: Associate Vice Prasident for Financial Affairs

’ ricingl
Missing or stolen property reports will be completed and submitted prompily.
Defetion requests will be processed timely on the State Property Accounting Sysfem.

Annual Inventory analysis will be parformed and will included requests to olf departmens to review
inventory listings for items that should be transferred 10 surplus.

There will monithly inventories of randomiy selected depariments, and verification of those departments’
inventory records,

Inventory forms for property removed from compus will be updated as a part of annudl departmenial
inventories.
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Agency No. 743

The University of Texas at San Antonio

Finding 3:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Wiitten policies and procedures are not finalized.

Recommendation

Status Reporied by Agency

Produce a formalized
policies and procedurss
manual addressing intemal
and external management
processes, the segregation
of duty assignments, ands
other pertinent operational
guidelines.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: February 1999

in progress, the areqa has recently been reorgonized and a procedures
manual may now be completed.

Confact: Associate Vice President for Financial Affairs

Management’s Response from Orgingl Report:

Staffing constraints will continue fo impede the desired segregation of duties. A solution o the confrol issue
will be 1o require that af anyfime the Bursar is required o function as a cashier, the balance reports of the
Bursar will be reviewed and signed off by the Business Maonager.

finding 4:

Overall Status as of 6/30/98: PARTIALLY iIMPLEMENTED

Computer systems, policies and procedures, and the accounting systemn in place do not promote the
effective manogement of A/R.

Recommendcation

Status Reported by Agency

Determine efficiencles
gained If the accounting
and student Information
systems are Interactive.

Status as of 6/30/98; FACTORS DELAY IMPLEMENTATION Target Date: 9/99
Due 1o the status of UTSA's current student records system, interaction
between the accounting and student records systems is currently not
possible. However, we expect a complete rewrite of the system by
September, 1999,

Consider further use of
cutomation to Identify
studient recelvables for olf
three summer sessions and
to produce standardized
A/R formats to analyze
delinquent accounts.

Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION Target Date: 9/99

Produce a formal policies
and procedures manudl
that includes A/R
administration.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: September 1999

Formal policies and procedures 10 include A/R administration are being
drafted,

Contact: Associate Vice President for Financiol Affairs

STATE AUDITOR'S OFFICE

AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998

PAGE 257




Agency No. 743
The University of Texas at San Antonio

Finding 4: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Computer systems, policies and procedures, and the accounting system in place do not promote the
sffective mancagement of A/R.

Recommendation | Status Reporied by Agency

M s R tom Oriaingl Repart:

+ The current stfudent records systerm does not aliow for the separation of all three summer semesters or
for the standardized forrnats for analyzing delinquent accounts.

+ Inefficiencies will be addressed with the Steering Commiitiee for the Student Records Systern and
prioritized.

The Business Manager will assurne the responsibliity for completing the policies and procedures manual for
the Fiscal Services Office.

Finding 5: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Ingdequate information systems hove led to inefficient procedures and poor customer service

Recommendation Status Reported by Agency

Correct the automation Status as of 6/30/98: PARTALLY IMPLEMENTED  Target Date: September 19099
problem responsible for

18% error rate in the The student records system is currently being rewritten. We expect to itbe
awards processed. completed by September,1999.

Use student survey card Status as of 6/30/98: IMPLEMENTED

information to enhance

customer service. Contact: Director of Student Financial Aid

The Financial Aid Office has submifted an infer-office report to the Office of Information Technology
oullining specific automation issues.

Finding 6: Qverail Siatus as of 6/30/98: PARTIALLY IMPLEMENTED

Human Resource Management lacks updated controls.

Recommendation Slatus Reported by Agency
Revise and update the Status as of 6/30/98: PARTIALLY IMPLEMENTED Torget Date: January 1999
entire HR handbook.
Revision of the HR HONdDOOK I8 1N DrOCeSS, e
Monitor evaluations to Status as of 6/30/98; PARTIALLY IMPLEMENTED Target Date: December 1999
ensure that they are

consistent and completed | Systems for monitoring evaluations are being explored.
in a fimely manner.
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Agency No. 743

The University of Texas at: San Antonio

Finding 6:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Human Resource Management lacks updated conirols.

Recommendation

Status Reported by Agency

Monitor employes
1 grievances to identify
§ frends and issues that
might affect the University.

Status as of 6/30/98: PARTIALLY IMPLEMENTED  Target Date: December 1999

For those that are known, grievances are being monltored. Policy will be
created to formally bring HR into the grievance process; drafted policy will
be intfemally reviewed and sent to legal councll by December 1999,

Keep track of job
deascriptions for all staft
members, inciuding non-
classified positions.

Status as of 6/30/98: IMPLEMENTED
HR is cunrently keeping track of all job descriptions.

Contact: Executive Director of Human Resources

Management’s Response from Origingl Report:

« The University has developed an ADA policy which has been submitted fo the UT System for final
approval and implemeniation.

¢+ The current HR handbook will be revised,

s A proposal for @ centralized mechanism o monitor evaluations will be presented.

« The UTSA Handbook of Operating Procedures will be amended for HR to monitor grievances using o
database and other appropriate tools.

» Job descriptions for all stoff members, including non-classified positions will be housed in HR.
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Agency No. 745

The University of Texas Health Science Center at San Antonio

A limited Review Management Confrols Af The University of Texas Health

Science Center At San Anfonio
SAO Report No. 97-090, August 1997

Finding 1: Overali Stedus as of 5/30/98: PARTIALLY IMPLEMENTED
Hedaith Science Cenfter is not in technical compliance with an area health education center program
requirement.

Recommendation Stalus Reported by Agency

Come into full compliance
with requirements of Public
Health Act &
recormmendations of
Internal auditor,

Status as of 6/30/98: IMPLEMENTED os of 2/13/98

Verified by intemal Audit

The South Texas AHEC is in full compliance with requirements of the Public
Health Senvice Act. Service/performance contracts have been established
with each regional AHEC center, These regional centers operate with theilr
own community-based business accounts, Under terms of the
service/performance contracts, AHEC federdl operating funds are
transferred to the centers’ business accounts which are then used 1o pay
oxpenses related 1o the regional AHEC program. Approved reglonal awards
for health profassionatl fraining and education activities are dlso transferred
to the centers' business accounts. These funds are then re-awarded fo
specific entities performing regional activities such as community-based
institutions of higher education, not-for-profit entities, and/or UTHSCSA as
appropriate,

impl iation Hist
Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 2/1/98
Contractual agreements have been agreed 1o in principle and will be

finclized and signed by February | between the University and the regional
AHEC centers.

Contact: Robert B. Price, Executive Vice President
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Agency No. 745

The Universtty of Texas Health Science Center at San Antonio

| Finding 1:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED
-Hedlth Science Center is not in fechnical compliance with an area health education center program
1-requirement.
Recommendation Status Reported by Agency

Continue fo work with areg
health educdation centers

to develop other revenue

sources.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: Continuous

The South Texas AHEC Program Office staff has continued 1o work with and
to provide technical assistance fo its regionat AHEC centers In order to assist
them in acauiring other revenue sources, Currently, the South Texcs Program
Office Is working closely with both the Alamo and Winter Garden AHECs to
acquire state appropriations for the continuation of federally funded AHEC
projects in the region. The Alamo AHEC and the Coostal AHEC have
submitted various applications for federal, state, and foundation funded
activities in their region. some of which have dlready been successful. The
Mid Rio Grande Border AHEC is pursuing local funds as well as state contracts
for jocal services. The Lower Rio Grande Valley AHEC has successfully
acquired state confracts through the Texas Depariment of Health and is

seeking additional funds from other state and federal agencles. The South

Texas AHEC Program Office will continue to provide fechnical assistance to
these regional AHEC offsces

This recommendation wﬂ! never be reporfed as lmplememed Hison
ongoing effort in South Texas. Efforts are in place though.

implementation History
Status as of 12/31/97: PARTIALLY IMPLEMENTED  Target Date: Continuous

Our AHEC program director and his staff continue o work with the regional
AHEC centers on an on-going basis to identify other revenue sources for
support of AHEC programs.

Contact: Robert B. Price, Executive Vice President
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Agency No. 745

The University of Texas Health Science Center at San Antonio

Finding 1: Ovorall Status as of 6/30/98: PARTIALLY IMPLEMENTED
Health Sclence Center Is not in technical compliance with an area health education center program
requirement,

Recommendation Status Reported by Agency
Relationships among HSC, | Status os of 6/30/98: PARTIALLY IMPLEMENTED Target Date: Continuous
centers, and South Texas
residents should be Not verified, dedis with relationships.
nurtured and fostered.

The Director of the South Texas AHEC Program sits on each of the five
regional AHEC Boards of Directors and attends these meetings whenever
possible. A strengthened relafionship between UTHSCSA, the South Texas
AHEC Program, and community-based institutions of higher education
and/or health service entities confinues o improve. The UTHSCSA President
and members of the UTHSCSA Executive Commiittee continue to devote
regular aftention o the South Texas region. An improved relationship
between UTHSCSA and the Lower Rio Grande Valley AHEC Board of Directors
has been established and a continued improvement is occurring.

Implementation History

Status as of 12/31/97: PARTIALLY IMPLEMENTED  Target Date: Continuous

Qur AHEC program director and his staff continue to devote regular
cattention to this areqg, ¢s do the President of the Heclth Science center and
members of the Health Science Center Executive Committee, Arenewed
ond sfrangthened relationship between the campus and the Lower Rio
Grande Valley AHEC Board of Directors is working very well,

Contact: Robert B. Price, Executive Vice President

Mongogement’s Response fror Qriginal Report:

Contracts to achieve full compliance are being developed.

Procedures will be in place ond followed for all federal funds by 10/1/97.

HSC staff will continue fo work with centers to develop other revenue sources.

HSC staff will continue to maintain and enhance relationships.
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Agency No. 747

The University of Texas at Brownsville In Parinership with

Texas Southmost College

An Audif Report on the University of Texas at Brownsville in Partnership with Texas

Southmost College

SAQO Report No. 97-085, August 1997

Finding 1: Overaill Status as of 6/30/98: IMPLEMENTED
Combining executive management of the University and Texas Southmost college raises concems about
control environment,

Recommendation Status Reported by Agency

Texas Southmost College
should employ its own
independent Operating
Officer. Or, if one individual
remalins Operating Officer
of both Institutions, (1)
written policy change
should be made to avoid
conflicts of inferest and (2)
a new interagency
contract defining duties
that the University President
will provide to the College
should be negotiated.

Status as of 6/30/98: IMPLEMENTED

Completed. The contracts have been changed to include the Chief
Executive Officer’s roles for both institutions.

mpl \lion Hist

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 6/98

A written policy designed to avoid conflicts of interest is in draft stage.

(2 An interagency contract exists that defines the duties of the President,
“Exhibit C to Educational Partnership Cooperation Contract Regarding
Personnel. Employment, Duties, Selection and Evaluation of the Partnership
President.”

Contact: Dr. Wayne Moore, Vice President

Management’s Response from Qriginal Report:

The College Trustees and University Board belleve the delegation is appropriate.

Will review responsibilities added to University President by changes; accept additional appropriate
responsibllities by contract amendment; ones not appropriate will be identified and handied outside the
operating partnership, by College Trustees and University of Texas board of Regents
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Agency No. 747

The University of Texas at Brownsville in Pantnership with

Texas Southmost College

Finding 2:

Overall Status as of 6/30/98: IMPLEMENTED

Human resource oreas need improvement, including performance appraisals, recruitment, and merif salary

validation.

Recommendation

Status Reported by Agency

Comply with policy to
retain smployee
evaluation in personnel
files.

Status as of 6/30/98: IMPLEMENTED
Completed. This tem has been implemented.

implementation History

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: Spring 1998

Departments will be reminded during the 1998 evaluation period that
evaluations must be sent o H.R. for inclusion in personnel files.

Contact: Amanda Fuhro, Director of Human Resources

Continue developing
formal process where in
Human Resources uses
evaluations to identify
training and development
needs.

Status as of 6/30/98: IMPLEMENTED
Completed. This item has been implemented.
impl tafion Hist

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: Spring 1998

Preparation in process. Will begin with 1998 review pericd.
Contact: Amanda Fuhro, Direcior of Human Resources

Add signature field to form.

Status as of 6/30/98: IMPLEMENTED
Cempleted. This tem has been implemented.
implernentation History

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: Spring 1998

Supervisors and employeas will be required 1o sign and date dll evaluation
forms.

Contact: Amanda Fuhro, Director of Human Resources

Have Hurman Resources
review evaluations.

Status as of 6/30/98: IMPLEMENTED
Completed. This ffem has been impliemented.
Implementgtion History

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: Spring 1998

Will commence with next review period.
Contact: Amanda Fuhro, Director of Human Resources
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Agency No. 747
The University of Texas at Brownsville In Parinership with
Texas Southmost College

Finding 2: Overall Status as of 6/30/98: IMPLEMENTED

Human resource areas need improvement, including performance appraisals, recruitment, and mert salary
validation.

Recommendation | Status Reported by Agency

Hurnan resources will work with Vice Presidlents 1o ensure that evaluations are refained,

« Signatures will be addead to form.
« Fomns will be amended to encourage full documentation of hiing/inferviews,

»  Human Resources wilt Include random reviews of evaluations and document fraining-identification
process.
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Agency No. 755

Stephen F. Austin State University

An Audit Report on Management Controls at Stephen F. Austin State University
SA0 Report No. 97-082, August, 1997

Finding 1-A:

OCveral] Status as of 6/30/98: PARTIALLY IMPLEMENTED

Since Aptil 1996, the University has not reconciled cash accounts to bank statements In o timely manner or
performed supervisory review of reconcliiations.

Recommendation

Status Reported by Agency

Develop detailed, written
policies and procedutes

over bank reconciliations.

Status as of 6/30/98: IMPLEMENTED
Implementation History
Status as of 12/13/97: PARTIALLY IMPLEMENTED Target Date: April 1998

Due to significant changes in personnel, the University plans 1o take the
proposed policy 1o the Board of Regents April meeting.

Providie for backup
personnel 1o perform
reconcilictions,

Status as of 6/30/98: IMPLEMENTED

implementation History
Status as of 12/31/67; PARTIALLY IMPLEMENTED Target Date: Aprit 1998

Management's Response from Qriginal Report:

Recently revised reconcliernent procedures will be established as written procedures by February 28, 1998.
Such procedures will include a provision for backup personne! fo perform reconciliations.
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Agency No, 755

Stephen F. Austin State University

Finding 1-D:

Overall Status as of 6/30/98: IMPLEMENTED

The University’s cash monagement procedures are not adequatsly documented.

Recommendation Status Reported by Agency
Management should Status os of 6/30/98: IMPLEMENTED
deveiop documentation
for significant activities and | implementation Hisiory
processes.

Status os of 12/31/97. PARTIALLY IMPLEMENTED Target Date: April 1998

Planned/No action taken - The University wiill adequately document activities
by Feb, 28, 1998,

Contact: Dr. Roland Smith, Business Affairs

Managernent's Respanse from Qrigingl Report:

The University will adequately document cash management activities and procedures by February 28,

1998,

Finding 3-A:

QOverall Status as of 6/30/98; IMPLEMENTED

When compared to other University police departments, staffing level and budget appear excessive,

Recommendation

Status Reported by Agency

Complete an analysis to
determine whether the size
of the UPD is appropriate
given the size and nature
of University operations and
adjust accordingly.

Status as of 6/30/98: IMPLEMENTED

Report prasented to Board of Regents in April 1998. The Report was
considered when the Board approved the University Budget for fiscal year
1999.

Implementation History

Status os of 12/31/97: PARTIALLY IMPLEMENTED  Torget Date: 1/31/98
Planned - The Unlversity has contracted for an analysis 1o be conducted by
an independent coniroctor. The report Is due to the Administration by
January 31, 1998, A decision will be reached by the Board of Regents and
reflected in the 1998-1999 Budget.

Contact: Dr. Baker Pattilio, University Affairs
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Agency No. 755
Stephen F. Austin State University

Finding 3-A: Overail Stalus as of 6/30/98: IMPLEMENTED
When compared to other University police departments, staffing level and budget appear excessive.
Recommendation Status Reported by Agency
Perform additional analysis | Status as of 6/30/98: IMPLEMENTED
of the costs and benefits
associated with Informal implementation Hislory
assistance agreements with
locat law enforcement Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 1/31/98
agencies.
The report above shouid include this area in its analysis
Contact: Dr. Baker Pattilio, University Affairs

Management's Response from QOriginal Report:

By January 18, 1998, the University will complete an andlysis fo defermine whether the size and scope of the
UPD is cppropriate. The analysis will exarmine informal assistance agreements with focal low enforcement
agsencies. The decision wilf be reached by the Board of Regents and reflected in the 1998- 1999 Budget.

Finding 4-A: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Current performance appraisal system does notf provide formal, petlodic appraisals of the University's
nonclassified, nonacademic employees.,

Racommendation Status Reported by Agency

Develop o formal Status os of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/98
performance appraisal

systemn for all nonclassified, | will have this Information by September 1998,
nonacademic employees

at the University. implementation History

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 9/98
Inciude more job-specific Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: /98
performance factors in tha
performance appralsal Wil have this information by September 1998,

form(s) to directly reflect
the job responsibilities of implementation History
the individual being
appraised. Developrating | Status as of 12/31/97: PARTIALLY IMPLEMENTED  Target Date: 9/98
criteria for each factor that
are supporfed by examples
of each rating. Develop
and conduct periodic
fraining for managers on
the evaiuation process of
the performance apptaisal

system., Contact: Dr. Roland Smith, Buslness Affairs
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Agency No. 755
Stephen F. Austin State University

| Finding 4-A: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Current performance appraisal system does not provide formal, perlodic appraisals of the University's
§ nonclassified, nonacademic employees.

Recommendation | Status Reported by Agency

Management’s Response from Qrigingl Report:

The University will develop o performance appraisal system applicabie o all classified and non-classified
(non-academic) ermployees by 9/1/98. Itis anficipated that the system will include petformance appraisal
fraining and the requirement for wriffen performance appraisals.
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Agency No. 755
Stephen F. Austin State University

1 Finding 4-B: Overall Status as of 6/30/98: NO ACTION TAKEN
Training and development is not monitored and coordinated by the University’s Personnel Services Office,
potentially leading to duplication and inefficiency.

Recommendation Status Reported by Agency
Develop and document a | Status as of 6/30/98: NO ACTION TAKEN Target Date: 8/98
tralning ond development
plan and link it to the Wil have this information by September 1998.
University’s misslon.
Establish a means of Status as of 6/30/98: NO ACTION TAKEN Target Date: 9/98
Identifying and placing
priotifies on training and Will have this information by September 1998,
development nesds.
Establish a method for Status as of 6/30/98: NO ACTION TAKEN Target Date: 9/98
evaluating the
effectivenass of training Will have this infformation by September 1998.
and development
programs.
Develop g system to Status as of 6/30/98: NO ACTION TAKEN Target Date: 9/98
monltor and evaludle
training provided to Wil have this information by September 1998.
Individual ernployees.
Establish o system for Status as of 6/30/08: NO ACTION TAKEN Target Date: 9/98
training class evaluations
by those attending them. Will have this information by September 1998.

Contact: Dr. Roland Smith, Business Affairs

The performance appraisal system will include documentation of fraining activiies and the personnel
office will key Training data info the human resource system.

STATE AUDITOR'S OFFICE
AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998
PAGE 270



Agency No. 755
Stephen F. Austin State University

Finding 4-C;

Overall Status as of 6/30/98: NO ACTION TAKEN

Not all job descriptions exist for nonclassified employees.

Recommendation Status Reported by Agency
Develop g job description Status as of 6/30/98: NO ACTION TAKEN Target Date; 9/98
for alt staff, including
nonciassified, Will have this information by Sepiember 1998,

administrative, and
executive positions, after
performing appropriate job
analysis.

Contact: Dr, Roland Smith, Business Affairs

Management s Response from Qriginai Report:
The University will exomine ifs options and develop a cost-effective approach 1o the development of job
descriptions for non-classified empioyees. Funding will be provided as part of FY98 budgst.

The performance appraisal system will include documentation of fraining activities and the personnel
office will key training data into the human resource system.

Finding 4-D:

Overall Stotus as of 6/30/98: NO ACTION TAKEN

Management does not perform periodic analyses related to recruliment and selection, employee furmnover
and retention, and the performance appraisal system.

Recommendation

Status Reported by Agency

Establish review processes
to moniior and evaluate
the effectiveness of the
recruitment and selection
function, emplovees
tumover and retention,
ond the performance
appraisal systern,

Status as of 6/30/98: NO ACTION TAKEN Target Date: 9/98

Will have this information by September 1998,

Contact: Dr. Roland Smith, Business Affairs

Management’s Response from Qdgingl Report:

By 9/1/98, the University will initiate development of a system to monitor and evaluate:

3 the effectiveness of the employee recruitment and selection function
2 the employee tumover and retenfion
3 the perfornance appraisal system
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Agency No. 756
Sul Ross University

An Audif Report on Management Controls af Sul Ross State University
SAQ Report No. 98-031, February 1998

finding 1:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Criticol student financial assistance problems continue.

Recommendation

Stotus Reported by Agency

Develop, implemsnt,
prioritize, and monitor a
detailed plan of action for
the Financial Assistance
problems.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 6/30/98

Procedures have been implemented and are being utilized to properly
administer short term loans, both as to the granting and the follow-up
collection process. File maintenance, including the necessary
documentation has improved, but additional efforis are being expended to
ensure total compliance with alt Federdl requirements. The University is in the
process revising thelr policy and procedures manual,

Petkins Loan Program target date remains 12/16/98.

For Category 1 audits the
Board of Regents should:

1. Require audits to be
routed to cli members
of the Board of
Regenis

2. Reguire Infemal Audit's
summary of audits o
ermphasize the severity
of the findings and the
status of conective
actions

Status as of 6/30/98; IMPLEMENTED

The University has developed and is implementing a detailed formal plan of corrective action for the
remaining financial assistance problems. Expecied completion dates for these areas are:

Problem Area
Short term loan collections
File maintenance

Expected Completion Date
March 27, 1988
April 1, 1998

Policies and Procedures Manual — April 6, 1996

Perkins Loan Program

December 16, 1998

IMPLEMENTATION STATUS OF
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Agency No. 756
Sul Ross University

Finding 2:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Universily policies and procedures are not revised regularly.

Recommendation

Status Reported by Agency

Devslop a prioritized
review schedule for
University-wide policies and
procedures so that critical
peolicles and procedures
are reviewed annuaily.

Status as of 6/30/98: IMPLEMENYED

Develop wiitten policies
and procedures for
important administrative
functions.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 11/30/98

Policies and procedures for each department are in the process of being
deveioped.

’ S

il

The University is updating fts Administrative Policy Monual; the farget date for the completion will be

November 1998.

Finding 3.

Overall Status as of 6/30/98; IMPLEMENTED

Human resource areas need improvement.

Recommendation

Status Reported by Agency

Establish and implement a
poiicy requining written
performance qppraisal for
ali employees.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98
A review of performance appraisal systems from other institutions was
completed in May 1998. A new position responsible for performance
appraisals and staff development was created and approved in May 1998,

Establish a system fo
identify and pricritize
training development.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 5/31/99

A new position responsible for staff development was advertised in May
1998, Established relevant training continues.

Develop and review job
descriptions for all staff,

Status as of 6/30/98: IMPLEMENTED

Require depariments 1o
verify applicant
information.

Status as of 6/30/98: IMPLEMENTED
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Agency No. 756
Sul Ross University

§ Finding 3: Overall Status as of 6/30/98: IMPLEMENTED

| Human resource areas need improvement,

Recommendalion 1 Status Reported by Agency

The University will implement a performance appraisal system, target completion date August 1999,
The Universtty will establish a training program. The target date for implementation will be May 1999,
The university will continue to develop and review job descriptions. The target goal for completion of
this process will be December of 1998,

« The University will improve verification of candidate’s qualifications and insure documentation of the
process by the hinng department,

- B I ST TR
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Agency No. 771

School for the Blind and Visually Impaired

1997 Small Agency Management Control Audit
SAC Report No. 97-086, August 1997

Finding 1-A:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

As of April 1997, 389 inventory tems vailued at §576.370 could not be located or accounted for.

Recommendation

Status Reporiad by Agency

Certify physical inventory
only if confident of
gccuracy.

Staius as of 6/30/98: IMPLEMENTED

We are in the process of conducting our FY 1998 physical Inventory. Our
subsequent certification of the inventory will only reflect iterms which we have
verifled o be in our possession

implementgtion History

Status as of 12/31/97: NO ACTION PLANNED Target Date;

Qur certification of the fiscal 1997 physical inventory accurately reflected
inventory items that we had verlfied fo be in our possession.

Perform monthly fixed asset
reconciliations.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:

We are curertly developing o process to reconcile monthly additions
recorded in the State Property Accounting System (S8PAY) o fixed assets
purchase transactions recorded in the Uniform Statewide Accounting Systern
(USAS).

Implementgtion History
Status os of 12/31/97: PARTIALLY IMPLEMENTED

The schoot uses the Uniform Statewide Accounting System (USAS) as its
internal accounting system. Since converting to USAS, we have only made
adjustments 1o the USAS fixed assets balances (Appropriation Fund 1998} at
vear end, even though we record additions and deletions to the State
Property Accounting System (SPA) throughout the yvear. In order to
implement the recommendation, we will begin recording the adjustments in
USAS each month, We plan 1o begin this in February of the current year.

Assign fixed assels 1o
specific user and cbtain
signed receipts form.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:

Assignments of specific responsibility are being made in conjunction with the
FY 1998 physical inventory.

Impiemeniation History
Status as of 12/31/97; PARTIALLY IMPLEMENTED Target Date:

The process of assigning responsibliity to specific users continues af this time
and will be an ongoing process as the school continues 1o acquire new
property and dispose of obsolete or unneeded items.

Contact: Malcolm Clevelond. Accounting Director

STATE AUDITOR'S OFFICE

ALDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998

PAGE 275




Agency No. 771
School for the Blind and Visually impaired

Finding 1~A: Overali Status as of 6/30/98: PARTIALLY IMPLEMENTED

As of April 1997, 389 inventory tems valued at $576,370 could not be located or accounted for.

Recommendation | Status Reported by Agency

Management'’s Response from Qriginal Report:

= Performed an extensive search, locating ol but 23 #ems.
+ Developed and implemented ¢ new property accounting procedure.
+ In process of implementing procedures to assign assets 1o users.

Finding 1-B: , Overall Status as of 6/30/98: IMPLEMENTED

Confrols over cash do not provide reasonable assurance that school receipts are protected
from foss, misuse, or abuse.

Recommendation Status Reported by Agency

Irr:e s::,h?gt Shof?r’df:m?der Status as of 6/30/98: IMPLEMENTED
& CO!
tw ocpeso/pi:?g mg ar?c;\; ggﬁ We have determined thot the incredsed personnel cost of having two

the snack bar and two 1o peopie staff the snack bar would outweigh any benefit derived.

open the mall and prepare | As previously stated we have already implemented the recommendation 1o
the deposit slip. have two paople open the mail and prepare the deposit sips.

Purchase a cash register | Status as of 6/30/98: IMPLEMENTED
for the snack bar

operation and We have purchosed and instalied a cash register in the snack bar. It was
implement the controls placed in sevice af the beginning of this calendar yvear,
reasonably necessary to

'# ensure that all cash

A Contact: Malcolm Cleveland, Accounting Director
received by the snack ‘ 9

bar is geccounted for,

.....

« The school wili consider the cost/benefit of having two employees to operate the snack bar. However
we are unsure of what degree of increased control the presence of another person would provide.
Empiloying an addiional person in the snack bar would have a significant impact on ifs operating
costs. Given the level of sales that the snack bar generates, it may not be economically reasonable to
add a staff position there.

¢ The School has inffiated the purchase of a cash register for the snack bar operation and will implement
the necessary controls 10 ensure the accounting for all cash received. We would like fo evaluate the
use of the cash register before any decision is made to add an employee to the snack bar. We would
aiso like 1o note that we know of no iregularities that have occured in the snack bar, and that no
iregularities were brought 1o our attention as a result of the auditor’s examination.

« We have dready implemented the recommaendation that two staff open the mail.
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Agency No. 771
School for the Blind and Visually Impaired

Finding 2: Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

Controls over accounting data security provide no assurance that the information contained in
USAS and later used in financial reports is accurate.

Recommendation Status Reported by Agency

The school should review its | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:
security profiles and

establish sticter access The first part of the recommenddation has been implemented. We

controls to the Uniform perodically review our security profiles 10 ensure they are consistent with our
Statewide Accounting user needs,

System. in particular, we Howaever, no action has yet been taken on the second half of the
recommend that no recommendation. We still have two employees who have the ability to both
employees have the ablfity | enter data and release batches in USAS. We have retained that dual abllity
1o both release batches for those two empioyees Thus far because of the smaill size of our Accounting

and enter datainto USAS. | Department. However, we have instifuted an intemal policy that neither of
these two employees may release any batches in which they have also
entered the dafa. In the event that one of these two individudls had to both
enter the dota and relsase the batch, our internal policy also requires that
the batch be reported to and reviewed by the School’s Business Manager.

Contact: Malcolm Cleveland, Accounting Director

Manggement's Response from Qrigingl Report:
We are reviewing the our USAS security profiles to ensure that they are consistent with our user
needs for access and securify level needs and will modify them as appropriate.

Currently only two employees have the ability to both enter data and release batches into

USAS. They are the Accounting Director and the Accounfing Supervisor. It seems fo us that the
authority fo release bafches info USAS, which is equivalent to the authority fo sign checks, should
be reserved fo these positions and not delegated 1o other staff in the deparfment. The only
practical way for us to implement the auditor’s recommendation that no employess have the
ability to both enter data and release batches would be 1o restrict these two employess from
data entry. Neither of these two positions roufinely enter data, buf there has been occasions in
the past when both have done so. We will evaluate the possible impact on our day-fo-day
operafions if we were fo not allow these two positions the abllity to enter data. We will also
explore procedural controfs that might afleviate the auditor’'s concern.
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Agency No. 772
School for the Deaf

1998 Small Agency Management Confrol Audit
SAQO Report No.98-035 , April 1998

Finding 1-A: Overai Status as of 6/30/98: NO ACTION TAKEN

Improve procedures over fair labor standards act (FLSA)Y administration.

Recommendation Status Reported by Agency
Periodically review the Status as of $/30/98: NO ACTION TAKEN Target Date: FY 1999
duties and responsibilities of
all classified positions 1o The School's FLSA Action Pian will be implemented next year.

determine the approprigte
FLSA exempt or nonexempt

staifus.

Maintcin documentation Status as of 6/30/98: NO ACTION TAKEN Target Date: FY 1999
to support FLSA

deteminations. The School's FLSA Action Plan will be implemented next year.

The School has begun a project to develop functional job descriptions for all positions. As each “family” of
Jjobs is brought forward for study ond functional job descriptions developed, FLSA status and deferminations

will be concurrently reviewed. This project is scheduled to be completed duiing FY 1999. Thereaftfer. FLSA
status will be reviewed periodically.

As FLSA determinations are reviewed, they will be recorded on the functional job descripfion and
documeniation will be maintained in the Humon Resources office,

Finding 1-B: Overall Status as of 6/30/98; PARTIALLY IMPLEMENTED
Improve the performance appraisal process.
Recommendation Stotus Reported by Agency
Follow the policy requiring | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:
annual performance
appraisals. Tracking and follow-system developed.
Revise procedures 1o use Status as of 6/30/98: NO ACTION TAKEN Target Date: 8/99
evaluation criteria specific
to the Job position being
evaluated. HR Director resigned, project still targeted for August 31, 1999,
Provide guidelines and Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:
specific examples fo
evaluators to ensure
consistency in employee
oppraiscils. HR staff collecting sample evaluations from other schools for the deaf.
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Agency No. 772
School for the Deaf

Finding 1-B: Gverali Status as of 6/30/98: PARTIALLY IMPLEMENTED

Improve the performance appraisel process.

Recommendation | Status Reported by Agency

Management’s Response fiom Qrigingt Report:

The School will review, and revise where necessary. the procedures currently in place 10 ensure that the
School's policy requiring annual performance evaluations is implemented. This will be completed during FY
1998.

As recommended in Section 1-C, the Schaoot has begun g project to develop functional job descrptions for
all posifions. As each “family” of jobs Is brought forward for study and functional Job descriptions
developed, evaluation criteria specific to the position will become the basis of a revised evaiuation
document. This task will be compistfed in conjunciion with the project 1o develop functional job
descriptions. which should be completed dudng FY 1999.

The School will develop guidelines and frain evaluators on the use of the specific job criteria in the
performance evaluation process,

Finding 1-C: Overali Status as of 6/30/98; PARTIALLY IMPLEMENTED

Create and maintain funciional job descriptions for all positions.

Recommendation Status Reported by Agency

We recommend the School | Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:
prepare and maintain
functional job descriptions | The *family” of residential job postings have been revised to include
for ail positions. Hunctional® job descriptions.

Management’s Response from Qriginal Report:

The School has begun a project fo develop functional job descriptions for all positions.

Finding 1-D: Ovaerail Status as of 6/30/98: PARTIALLY IMPLEMENTED
Develop a training budged, training goals, and a system 1o identify fraining needs.

Recommendation Status Reported by Agency
Develop an overall fraining | Status Qs of 6/30/98: PARTIALLY IMPLEMENTED Target Date:

plan, which establishes
both shorf- and long-term
pians with clearly stated
objectives and o direct
relationship 10 the School's
mission and godts,

The School's New Employee Orientation plan has been reviewed and revised
1o support the School's mission and goats,
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Agency No, 772
School for the Deatf

Finding 1-D: Overall Status as of §/30/98: PARTIALLY iMPLEMENTED

Davelop g training budget, training goals, and a system to identify training neads.

Recommendation Status Reporied by Agency
Develop training and Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date:
development budget
ﬁﬁigggg?gggffg’gggggﬁ Staff frainingdays have been identified on the Boord gpproved calendar.

Staff fraining budget will be developed as part of the operating budget,

on fraining.
Develop a means of Status as of 6/30/98: NO ACTION TAKEN Target Date:
identifying and prioritizing
fralning and development
needs,

The School has an overall fraining plan for its contract personnel that is built info the state teacher
assessment program.

« The School agrees that a short and long-ferm pian with clearly stated objectives and ¢ direct
relationship 1o the School's mission and goals needs fo be developed for clossified employess.

»  The School will develop a training budget to identify fime and funds to support the staff development
needs of alf staff for FY 1999,

» The Schoc! will develop a format nesds assessment to identify and prioritize the frairing ond staff
development needs of nondirect student service classified staff,

Finding 2-A: Cverall Status as of 6/30/98: IMPLEMENTED

Improve separation of dutles and supervision over cash fransactions.

Recommendation Status Reporied by Agency

Ensure that duties involved | Status as of 6/30/98: IMPLEMENTED
in cash fransactions cre
separated and supervised.

Replace key positionsina Status as of 6/30/98: IMPLEMENTED
timely manner.

it 1 fcin
Procedures have been revised o correct the situation where separation of dufies and supervisory controls
were inadeguate.

The School will increase its efforts to post key positions in @ fimely manner. We do anticipate, however, that
in certain circumstances our unique needs for specialized personnel may couse extended fimslfines.
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Agency No. 772
School for the Deaf

Finding 2-B:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

improve controls over fixed assets.

Recommendation

Status Reportad by Agency

Require inventories be
conducted in ¢ timely
manner by feams of af
lecist two independent
Individuals.

Status as of 6/30/98; PARTIALLY IMPLEMENTED Target Date:

Next inventory is scheduled for August 98,

Perform monthly fixed asset
reconciliations as
recommended in the SPA
systemn guidelines.

Status s of 6/30/98: IMPLEMENTED

Reconcliiations are curent,

The School will revise procedures To require that teams of two conduct inveniories and will strive to ensure
that all inventories are completed in a fimely fashion,

All fixed asset reconciliations have now been completed and will be performed monthly in the future.

Finding 3:

Overall Status as of 6/30/98; IMPLEMENTED

Prepare o forrnal disaster recover plan.

Recommendation

Status Reported by Agency

We recommengd the School
develop and implement a
formal disaster recovery
plan that complies with DIR
guidelines.

Status as of 6/30/98: IMPLEMENTED

Plan was submitted to DIR on April 30, 1998.

M s R vom Original Report

The School hos included a disaster recovery project in ifs FY 1998-99 Blennial Operating Plan for Technology.
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Agency No. 813
Commission on the Ards

1998 Smaill Agency Management Confrol Audit, Texas Commission on the Arts
SAO Report No. 98-035, Aprit 1998

Finding 1.

Overall Status as of 6/30/98: IMPLEMENTED

The Commission has not developed o sisk assessment process to select programs for on-site moniforing.

Recommendation

Status Reported by Agency

Develop and implement
an onesite grant-monifofing
progrom 1o ensure thot
grant funds are properly
expended and accounted
for in accordance with
grant requirements.

Status as of 6/30/98: IMPLEMENTED as of 2/23/98

The Commission implemented the program on February 23, 1998. As of June
29, 1998, the Commission will have made 22 visits, representing 36 grants and
$303.876. The Commisslon has also Incorporated the on-site monitoring
program as part of its performance meagsures.

Management’s Response from Qrigingl Report:

The Commission has implemented an on-sife moniforing program as of February 23, 1998. The on-site
monitoring program is part of the Commission's strategic performance measures thot will include
approximately 20 visits per year using the formal risk management procedures that will be in place.

Finding 2:

Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED

The Commission has not implemented a formal risk assessment process for on-site monitoring.

Recommendation

Status Reporied by Agency

Formalize a risk assessment
process for frequency of
monitoring and the scope
of work performed during
visits.

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98
While risk management procedures were in place and followed, the
Commission met with State Auditor personnel fo develop a more formalized
risk gssessment process on June 10, 1998, An outline was prepared and the
procedures are being worked on.

Man i’ fre

i

The Commission has requested the assistance of the State Audifor's Office in developing a risk assessment
tool for the on-sfte monitoring of grant recipients.
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Agency No. 813
Commission on the Arls

Finding 3:

Overall Status as of 6/30/98: IMPLEMENTED

At the fime of our review, the Commission had not yet fully deveioped a wiitten policy which disallows
employees from submitting travel vouchers for engagements unrelated fo thelr employment,

Recommenddalion

Status Reported by Agency

Establish a written policy
which disallows employees
from submitting travel
vouchers for engagements
unrelated to their
employment even for
cases in which the
emplayee Iater reimburses
the State.

Status as of 6/30/96: IMPLEMENTED

The Commission, with the assistance of the State Auditor’s staff, changed the
language fo more clearly address this issue In the Commission’s personnel
manual.

While pollcies are in place the Commission agrees the language in the agency’s personnel maonuol needs

improvement.

Finding 4:

Overdll Status as of 6/30/98: IMPLEMENTED

The Commission still doas not follow its own or the State’s purchasing requirements (General Services
Commission’s Procurement Manual and Govemment Code Section 2156.121).

Recommendiation

Status Reported by Agency

Comply with infernal
policies and procadures In
obtaining competitive bids,

Status as of 6/30/98: IMPLEMENTED

Purchasing functions have been centrglized and forms have been
computerized. 8ackup documeniation conceming bids is now placed with
the payment vouchers,

Cordact Frank Snelt

Monagerment's Response from Qrigingt Report:

The Commission has enhanced controls to ensure that intemdl procedures are being followed. The
Comrnission hes centralized ifs purchasing functions. Purchase vouchers have dlso been automated to
where all the necessary information (fund. legali cife) will be identiffed.
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Every six months, the State Auditor's Office (Office) requests that agencies submit
updated information on the implementation status of significant
recommendations. The Office compiles the information into this report.

This report was originally available on the Internet. Bound copies (available by

request only) were not distributed. Notice of this report's Internet availability was
distributed to the following:

Legislative Audit Committee

The Honorable James E. “Pete” Laney, Speaker of the House, Chair

The Honorable Bob Bullock, Lieutenant Governor, Vice Chair

The Honorable Bill Ratliff, Chair, Senate Finance Committee

The Honorable Kenneth Armbrister, Chair, Senate State Affairs Committee
The Honorable Robert Junell, Chair, House Appropriations Committee
The Honorable Tom Craddick, Chair, House Ways and Means Committee

Governor of Texas

The Honorable George W. Bush
Legislative Budget Board
Sunset Advisory Commission

All Executive Directors, Presidents, and
Internal Auditors of the Agencies and
Universities Included in this Report



This document is not copyrighted. Readers may make additional copies of this report
as needed. In addition, most SAO reports may be downloaded from our Internet site:
http://www.sao.state.tx.us

In compliance with the Americans with Disabilities Act, this document may also be
requested in alternate formats. To do so, contact Production Services at (512) 479-4740
(Voice), (512) 479-4884 (FAX), 1-800-RELAY-TX (TDD), or visit Two Commodore Plaza, 206
E. Ninth Street, Room 19.100, Austin, Texas 78701.

The State Auditor's Office is an equal opportunity employer and does not discriminate
on the basis of race, color, religion, sex, national origin, age, or disability in employment
or in the provision of services, programs, or activities.





