
AN EQUAL OPPORTUNITY EMPLOYER 

 John T. Steen, Jr.,  
    CHAIR 
 Ricky A. Raven 
    Vice Chair 
S. Javaid Anwar 
Fred Farias III, O.D. 
Stuart W. Stedman 
Andrias R. “Annie” Jones 
  Student Representative, 
  Ex-Officio 
Bobby Jenkins, Jr., Ex-
Officio 

TEXAS HIGHER EDUCATION COORDINATING BOARD 

Agency Operations Committee  

1200 EAST ANDERSON LANE, BOARD ROOM 1.170 
AUSTIN, TEXAS 

2:00 P.M., October 25, 2017 

PUBLIC TESTIMONY: The presiding chair shall designate whether public testimony will be taken 
at the beginning of the meeting, at the time the related item is taken up by the Board after 
staff has presented the item, or any other time. For procedures on testifying, please go to 
http://www.thecb.state.tx.us/public testimony. 

I. Welcome and Committee Chair’s Opening Remarks 

II. Consideration of Approval of the Minutes from July 26, 2017, Committee
Meeting 

III. Public Testimony on agenda items relating to the Agency Operations
Committee 

IV. Agency Operations

A. Consideration of adopting the staff’s recommendation to the Committee relating 

to an amendment to the Board Operating Policies and Procedures 

B. Consideration of adopting the Commissioner’s recommendation to the Committee 

relating to proposed amendments to Chapter 25, Subchapter A, Section 25.4 of Board rules 

concerning the Optional Retirement Program (Senate Bill 1954, 85th Texas Legislature, Regular 

Session) 

C. Report on grants and contracts, including those exceeding $1 million 

D. Update on the key initiatives recommended by NTT Data regarding the Agency 
Cyber Security Framework 

V. Finance 

A. Review of the Year to Date Fiscal Year 2017 Financial Report to the Board 

B. Consideration of adopting the staff’s recommendation to the Committee to issue 
a Request for Proposals (RFP) for the selection of a vendor for postage services relating to the 
student loan program 

http://www.thecb.state.tx.us/index.cfm?objectid=5B1AD498-E9DC-D34F-64870749367607BA&flushcache=1&showdraft=1
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C. Consideration of adopting the staff’s recommendation to the Committee to issue 
a Request for Proposals (RFP) for selection of a vendor for Financial Advisor for the agency's 
student loan program 

D. Consideration of adopting the staff’s recommendation to the Committee to issue 
a Request for Proposals (RFP) for selection of a vendor for Bond Counsel relating to 
the performance of legal services for the agency for the student loan bond program 

VI. Internal Audit

A. Discussion regarding pros and cons of auditor rotation for external audit of 
agency-wide financial statements 

B. Update on Internal Audit Reports and Activities 

VII. Compliance Monitoring

A. Update on Compliance Monitoring Reports and Activities 

The Texas Higher Education Coordinating Board Agency Operations Committee may convene in 
Executive Session at any point in this meeting, concerning any item listed in the agenda or to 
seek or to receive its attorney’s advice on legal matters related thereto, pursuant to Texas 
Government Code Ann. 551.071. 

Note: The Board will not consider or act upon any item before the Agency Operations 
Committee at this meeting. This meeting is not a regular meeting of the full Board. Because the 
number of Board members who may attend the committee meeting may create a quorum of 
the full Board, the meeting of the Agency Operations Committee is also being posted as a 
meeting of the full Board. 

Texas Penal Code Section 46.035(c)  states: “A license holder commits an offense if the license 
holder intentionally, knowingly, or recklessly carries a handgun under the authority of 
Subchapter H, Chapter 411, Government Code, regardless of whether the handgun is concealed 
or carried in a shoulder or belt holster, in the room or rooms where a meeting of a 
governmental entity is held and if the meeting is an open meeting subject to Chapter 551, 
Government Code, and the entity provided notice as required by that chapter." Thus, no person 
can carry a handgun and enter the room or rooms where a meeting of the THECB is held if the 
meeting is an open meeting subject to Chapter 551, Government Code. 

Please Note that this governmental meeting is, in the opinion of counsel representing THECB, 
an open meeting subject to Chapter 551, Government Code and THECB is providing notice of 
this meeting as required by Chapter 551. In addition, please note that the written 
communication required by Texas Penal Code Sections 30.06 and 30.07, prohibiting both 
concealed and open carry of handguns by Government Code Chapter 411 licensees, will be 
posted at the entrances to this governmental meeting.  
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Committee on Agency Operations 

 

AGENDA ITEM I 

 

 

Welcome and Committee Chair’s Opening Remarks 

 

 

 Mr. John Steen, Chair of the Committee on Agency Operations, will provide the 

Committee an overview of the items on the agenda. 
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AGENDA ITEM II 

 

 

Consideration of Approval of the Minutes from July 26, 2017, Committee meeting 

 

 

RECOMMENDATION: Approval 
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DRAFT 
TEXAS HIGHER EDUCATION COORDINATING BOARD 

Agency Operations Committee 

 

Wednesday, July 26, 2017 

Board Room, 1st Floor 
Room 1.170 

2:00 p.m. 
1200 East Anderson Lane, Austin, Texas 

 

The Committee on Agency Operations convened at 2:00 p.m. on July 26, 2017, 

with the following members present:  John Steen; presiding; Javaid Anwar; Fred 

Farias; Ricky Raven; Stuart Stedman; Annie Jones (Ex-Officio); and Bobby Jenkins 

(Ex-Officio). 

 

AGENDA ITEM ACTION 

I. Welcome and Committee Chair’s Opening 
Remarks 

 Chair John Steen called the meeting of the 
Agency Operations Committee to order.   

 

II. Consideration of Approval of the Minutes from 
April 19, 2017, Committee Meeting 

 On a motion by Mr. Anwar, seconded by Mr. 
Raven, the Committee approved the April 19, 2017, 
Agency Operations Committee meeting minutes. 

 

III. Public Testimony on Agenda Items Relating to 
the Committee on Agency Operations 

 No action required 

 

IV. Agency Operations 
 

A. Report on grants and contracts, including those 
exceeding $1 million 
 
 

 No action required. 

B. Report on Major IT Projects in Progress 
 
 
 

 Mr. John McKenzie, Interim Deputy Assistant 
Commissioner, Information Solutions and Services 
and Linda Battles, Deputy Commissioner for Agency 
Operations and Communications/Chief Operating 
Officer presented this item to the Committee on the 
staff’s concerns relating to the agency’s transition to 
the Centralized Accounting and Payroll/Personnel 
System (CAPPS).  This item did not require any 
action.  
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C. Consideration of adopting the staff’s 
recommendation to the Committee relating to a contract 
with Department of Information Resources (DIR) for 
upgrading the agency’s legacy phone system 
 
 

 On a motion by Mr. Anwar, seconded by Mr. 
Stedman, the Committee approved the contract with 
DIR for upgrading the agency’s phone system. 
 
 

D. Consideration of adopting the staff’s 
recommendation to the Committee relating to a contract 
with GlobalScope for upgrading the agency’s Interactive 
Voice Response (IVR) and Automated Call Distribution 
(ACD) systems 
 

 On a motion by Dr. Farias, seconded by Mr. 
Stedman, the Committee approved the contract with 
GlobalScope for upgrading the agency’s IVR and 
ACD systems. 
 

E. Consideration of adopting the staff’s 
recommendation to the Committee relating to a contract 
for managed print services 
 

 On a motion by Mr. Anwar, seconded by Dr. 
Farias, the Committee approved the contract for 
managed print services. 
 

F. Overview of the Board’s Legislative Appropriation’s 
Request as approved by the 85th Texas Legislature, 
Regular Session 
 

 Linda Battles, Deputy Commissioner for 
Agency Operations and Communications/Chief 
Operating Officer, provided the Board with a brief 
overview of the Board’s LAR as approved by the 85th 
Texas Legislature, Regular Session.  This item did 
not require any action. 
 

V. Finance 

A. Review of the Year to Date Fiscal Year 2017 
Financial Report to the Board 
 
 

 Mr. Ken Martin, Assistant Commissioner for 
Financial Services/CFO presented this item to the 
Committee.  This item did not require any action. 
 

B. Consideration of the adopting the Commissioner’s 
recommendation to the Committee relating to the 
agency’s operating budget for Fiscal Year 2018 
 

 On a motion by Dr. Farias, seconded by Mr. 
Anwar, the Committee approved the Fiscal Year 
2018 agency’s operating budget. 
 

C. Consideration of adopting a resolution authorizing 
the issuance of State of Texas College Student Loan 
Bonds in one or more series; and delegating to the 
Commissioner the authority for the filing of one or more 
applications to obtain a portion of the state’s allocation for 
private activity bonds 
 

 On a motion by Mr. Anwar, seconded by Mr. 
Stedman, the Committee approved the issuance of 
State of Texas College Student Loan Bonds in one or 
more series; and delegating to the Commissioner the 
authority for the filing of one or more applications to 
obtain a portion of the state’s allocation for private 
activity bonds.  Mr. Ken Martin, Assistant 
Commissioner for Financial Services/CFO presented 
this item to the Committee and Mr. Richard 
Donoghue with McCall Parkhurst & Horton was 
present to answer any questions. 
 



3  AOC Minutes 07/2017 
 

AGENDA ITEM ACTION 

VI. Internal Audit 

A. Discussion of the Audit of the Agency-Wide Financial 
Statements for Fiscal Year Ended August 31, 2016 by 
KPMG, LLP 

 Ms. Susan Warren with KPMG, LLP introduced 
Mr. David Harwood with KPMG who presented this 
item to the Committee.  This item did not require 
any action. 
 

B. Consideration of adopting the staff’s 
recommendation to the Committee relating to the Annual 
Internal Audit Plan for Fiscal Year 2018 
 

 On a motion by Mr. Raven, seconded by Mr. 
Stedman, the Committee approved the Fiscal Year 
2018 Annual Internal Audit Plan.  Mr. Mark Poehl, 
Director of Internal Audit and Compliance presented 
this item to the Committee. 
 

C. Update on Internal Audit Reports and Activities 
 

 Mr. Mark Poehl, Director of Internal Audit and 
Compliance presented this item to the Committee.  
This item did not require any action. 
 

VII. Compliance Monitoring 

A. Consideration of adopting the staff’s 
recommendation to the Committee relating to the Annual 
Compliance Monitoring Plan for Fiscal Year 2018 
 

 On a motion by Mr. Anwar, seconded by Mr. 
Raven, the Committee approved the Fiscal Year 
2018 Annual Compliance Monitoring Plan.  Mr. Mark 
Poehl, Director of Internal Audit and Compliance 
presented this item to the Committee. 
 

B. Update on Compliance Monitoring Reports and 
Activities 

 Mr. Mark Poehl, Director of Internal Audit and 
Compliance presented this item to the Committee.  
This item did not require any action. 
 

C. Consideration of adopting the Commissioner’s 
recommendation to the Committee relating to the Final 
Report – An Audit of Formula Funding at Tyler Junior 
College 

 There were two motions regarding this agenda 
item upon reconvening after executive session. 
 
 On a motion by Dr. Farias, seconded by Mr. 
Stedman, the Committee approved the final report – 
An Audit of Formula Funding at Tyler Junior College.  
 
 The second motion was to approve the 
Commissioner’s recommendation to accept the 
settlement proposed by President Metke in his letter 
of December 5, 2016 to Mr. Mark Poehl, Director of 
Internal Audit and Compliance, in which Tyler Junior 
College will return $18,968 to the Coordinating 
Board.  On a motion by Mr. Raven, seconded by Mr. 
Anwar, the Committee approved the Commissioner’s 
recommendation. 
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VIII.  Executive Session 

A. Pursuant to Texas Government Code Section 
551.071, Consultation with Attorney, the Agency 
Operations Committee will meet in closed session to 
discuss and receive its attorney’s advice on legal matters 
relating to Agenda Item VII-C 
 

 The Committee went into closed session at 
3:51 p.m. and reconvened at 4:45 p.m.  No other 
business of the Board was discussed before 
reconvening in open session.  There was no action 
taken during this closed session. 

B. Pursuant to Texas Government Code Section 
551.074, the Agency Operations Committee will meet in 
closed session to discuss the performance evaluation of 
the Internal Auditor since that position, by statute, reports 
directly to the Board 
 

 The Committee went into closed session at 
3:51 p.m. and reconvened at 4:45 p.m.  No other 
business of the Board was discussed before 
reconvening in open session.  There was no action 
taken during this closed session. 

IX.   Emergency Rule 

A. Consideration of adopting, on an emergency basis, 
proposed amendments to Chapter 25, Subchapter A, 
Section 25.4, of Board rules, concerning the Optional 
Retirement Program (SB 1954, 85th Texas Legislature, 
R.S.), per the Commissioner’s recommendation 
 

 On a motion by Mr. Stedman, seconded by Mr. 
Raven, the Committee approved the proposed 
amendments concerning the Optional Retirement 
Program.  Ms. Tonia Scaperlanda, Director of Human 
Resources presented this item to the Committee. 
 

 
 

 With no further business, on a motion by Mr. Raven, seconded by Mr. Anwar, the meeting adjourned at 
approximately 4:47 p.m. 
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AGENDA ITEM III 

 

 

Public Testimony on agenda items relating to the Agency Operations Committee 

 

 

RECOMMENDATION: No action required 

 

 

Background Information: 

 

 PUBLIC TESTIMONY:  The presiding chair shall designate whether public testimony will 

be taken at the beginning of the meeting, at the time the related item is taken up by the Board 

after staff has presented the item, or any other time as determined by the presiding chair. 

 

 

 

 

 

 

 

 

 

 

 



10/17 

Committee on Agency Operations 

 

Agenda Item IV-A 

 

 

Consideration of adopting the staff’s recommendation to the Committee relating to an 

amendment to the Board Operating Policies and Procedures 

 

 

RECOMMENDATION: Approval 

 

Background Information: 

 

 At the direction of the Agency Operations Committee in 2014, Coordinating Board staff 

developed the Board Operating Policies and Procedures document, which was adopted by the 

Board in October of that year and recently updated in January 2017.  This document includes 

the Board members’ code of conduct, conflict of interest/ethics, duties/responsibilities, and 

protocol in communicating with the media, elected officials, institutional representatives, and 

students.  

 

Recently, the Board Chair, Vice Chair, and Secretary directed staff to formalize the 

process for conducting the Commissioner’s annual performance evaluation in the Board 

Operating Policies and Procedures. Recommended changes to the document are noted in red on 

page 10 of the document, which is provided under separate cover.    

 

 Linda Battles, Deputy Commissioner for Agency Operations and Communications/COO, is 

available to answer questions. 
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Agenda Item IV-B 

 

 

Consideration of adopting the Commissioner’s recommendation to the Committee relating to 

proposed amendments to Chapter 25, Subchapter A, Section 25.4 of Board rules concerning the 

Optional Retirement Program (Senate Bill 1954, 85th Texas Legislature, Regular Session)  

 

 

RECOMMENDATION: Approval 

 

 

Background Information: 

 

The Optional Retirement Program (ORP) is a retirement program that full-time faculty, 

librarians, and certain administrators and professionals employed in Texas public institutions of 

higher education may elect in lieu of the Teacher Retirement System (TRS). Eligible employees 

of the Coordinating Board may elect ORP in lieu of the Employees Retirement System. ORP is 

similar to a 401(k) plan and is administered by the institutions. The Coordinating Board has 

statutory responsibilities under the ORP statute (Chapter 830 in the Texas Government Code) to 

promulgate rules for ORP eligibility and to promote uniformity in the administration of the 

program by the institutions. 

 

The intent of the amendments is to incorporate into existing rules changes and 

provisions enacted by SB 1954, 85th Texas Legislature, Regular Session. The Board adopted the 

amendments on an emergency basis at the July 2017 meeting. The amendment was then 

posted for a 30-day comment period as part of the regular rule-making process and is now 

being proposed for adoption. 

 

The amendment to Section 25.4 strikes current provisions regarding the extension of an 

ORP-eligible employee’s 90-day ORP Election Period when an institution fails to notify the 

employee of his or her eligibility to elect ORP on a timely basis. The amendment incorporates 

provisions regarding the extension enacted by SB 1954, 85th Texas Legislature, Regular 

Session. 

 

Ms. Tonia Scaperlanda, Director of Human Resources, will be available to answer 

questions. 

 

Date approved by the Commissioner for publication in the Texas Register:  August 1, 2017 

 

Date published in the Texas Register:  August 18, 2017 

 

The 30-day comment period with the Texas Register ended on:  September 18, 2017 

 

No comments were received regarding the amendments. 
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Chapter 25.  Optional Retirement Program 

Subchapter A.  Optional Retirement Program 

 

Sections  

25.1.  Purpose. 

25.2.  Authority. 

25.3.  Definitions. 

25.4.  Eligibility to Elect ORP. 

25.5.  ORP Vesting and Participation. 

25.6.  Uniform Administration of ORP. 

 

25.4.  Eligibility to Elect ORP. 

 

(a) – (n)   (No change.) 

 

(o)  Administrative Errors. 

 

(1) – (3)  (No change.) 

 

(4)  Failure to Notify Error. If an ORP employer fails to notify an ORP-eligible employee of his or 

her eligible status on or before the employee's initial ORP eligibility date, the ORP employer 

shall notify the eligible employee as soon as the oversight is discovered. 

 

(A) An employee who becomes eligible to participate in ORP and is notified by the ORP 

employer of the opportunity to participate in the program after the first day and before the 91st 

day after the date the employee becomes eligible must elect to participate in the program 

before the later of: 

 

(i) the 91st day after the date the employee becomes eligible; or 

 

(ii) the 31st day after the date the employee receives notice of the opportunity to participate in 

the program. 

 

(B) An employee who becomes eligible to participate in ORP and is notified by the ORP 

employer of the opportunity to participate in the program on or after the 91st day after the date 

the employee becomes eligible must be notified by the employer before the 151st day after the 

date the employee becomes eligible. The employee must elect to participate in the program 

before the later of: 

 

(i) the 151st day after the date the employee becomes eligible; or 
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(ii)  the 31st day after the date the employee receives notice of the opportunity to participate in 

the program. 

The 90-day ORP election period for the eligible employee shall begin on the date that the 

employee is notified, and the  

 

(C)  The participation start date shall be determined in accordance with subsection (g) of this 

section. 
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AGENDA ITEM IV-C 
 
 

Report on grants and contracts, including those exceeding $1 million 
 
 
RECOMMENDATION: No action required 
 
 
Background Information: 
 

Title 19 Texas Administrative Code, Rule 1.16(j) establishes that any contract for the 
purchase of goods or services that exceeds $1 million may be entered into only if the contract is 
approved and signed by the Commissioner, to whom the Board, by virtue of this rule, delegates 
such approval and signature authority.  In addition to the Board receiving a quarterly report on 
Contacts Executed by the Agency in Accordance with Board Rule 1.16, the Coordinating Board 
staff would like to also provide the Board a quarterly report highlighting and listing all grants 
and contracts exceeding $1 million. 
  

Bill Franz, General Counsel will be available for questions. 
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Agenda Item IV-D 
 

 

Update on the key initiatives recommended by NTT Data regarding the Agency Cyber Security 

Framework 

 

 

RECOMMENDATION: No action required 

 

 

Background Information: 

 

 Senate Bill 1134, 83rd Texas Legislature, required the Texas Department of Information 

Resources (DIR) to develop strategies and a framework for the securing of cyber infrastructure 

by state agencies. DIR subsequently worked with a committee of agency representatives and 

private sector reviewers to develop a framework and template that can help agencies comply 

with requirements. 

 

 In 2016, DIR contracted with NTT Data, Inc. to conduct an assessment of the alignment 

of state agencies’ cybersecurity infrastructure with the Texas Cybersecurity Framework. NTT 

Data, Inc. consultants performed an assessment of the THECB’s cybersecurity infrastructure 

between April and June, 2017, and presented their findings and recommendations to the Board 

in a Special Called Board meeting on June 28, 2017. 

 

 Ms. Zhenzhen Sun, Assistant Commissioner for Information Solutions and Services, and 

Mr. John House, Information Security Officer, will update the Board on the progress made on 

implementing the key initiatives recommended by NTT Data. 
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AGENDA ITEM V-A 

Review of the Year to Date Fiscal Year 2017 Financial Report to the Board 

RECOMMENDATION: No action required 

BACKGROUND INFORMATION: 

During each quarterly committee meeting, the Finance Department provides a financial 

report summarizing the agency’s fiscal year to date budget and financial activities.  This is a 

financial management report that is developed for both agency and board use.  Staff may 

revise this report periodically to present the most relevant information.   

Key points: 

 This report reflects data for the period of 9/1/16 through 8/31/17.

 This is the last report for fiscal year 2017, the last year of the 2016/2017 biennium.

 The report is distributed to agency executive management on a monthly basis.

 Governor’s Hiring Freeze:  $1.17M Budget lapse ($781K GR & $388K Loan Funds).  Loan

fund cash will be transferred back to the TOP account (loan funds).  Finance initiated

the lapse 8/31.

 Year end funding review:

o B-on-Time Program:  $1.2M GR and $19M GRD lapse.  GRD cash will remain in the

BOT account and will be unappropriated.  This account will eventually be returned

to the public institutions per HB 800 84th Leg.  When we provide the estimate of

required funding to the LBB in our LAR, we estimate conservatively so that we

ensure that we have enough funding for all required renewal students.

o Top 10% Scholarships: $173K GR Lapse.  Also, $2M of the FY17 appropriation was

transferred to the Bilingual Ed Program in fiscal year 2017 for use in 2016 and

2017. 

o Bilingual Education Program: $63K GR Lapse.

o Educational Aid Program: GR $1M lapse.  This program was a new program for this

past biennium.  This required negotiated rule-making to establish the allocations to

distribute the funds.   Most institutions could not find enough students who applied

or qualified for the aid.
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o Baylor Undergraduate Medical Education: $615K GR lapse.  Student enrollment 

was below the formula threshold that LBB utilizes to calculate the funding amount.  

Therefore, not all of appropriated funding could be sent to Baylor Med. 

o Graduate Medical Education (GME)/Expansion: $825K GR Lapse.   

 Graduate Medical Education Expansion:  Originally awarded funding of $75,000 for 7 

medical residency positions, but awardees were unable to verify filling the positions in 

July 2017. The remaining $50,000 was not enough to make an award. 

 GME Planning Grants:  Originally awarded a Planning Grant of $250,000 to Baylor 

College of Medicine. In May, the institution notified Coordinating Board staff that they 

would not be able to pursue an additional residency program and returned the funding. 

The remaining amount of $15,025 was not enough to make an additional award. 

o Total anticipated lapse for FY17 is approximately $24M.  The BOT program 

represents over $20M of this total. 

 A software modification was made to the student loan program during September that 

will save the program $2M in bond interest each year.  This improvement changes the 

timing of the assignment of bond funds that get dedicated to an initial loan request.  

The assignment gets delayed, which allows the sale of bonds to be move out a few 

months and reduces overall bond interest to be paid. 

 Eliminated a $500K bond arbitrage liability relating to the 2007 bonds series.  Worked 

with Bond Counsel and First Southwest to identify additional opportunities to be 

considered in the calculation.   

 Loan default collection activity from Office of the Attorney General (OAG) grew by $1.7M 

annually (14.6%) in fiscal year 2017.  1 additional headcount was added to the budget 

for fiscal year 2018 to help further improve results from this department. 

 

 Ken Martin, Assistant Commissioner for Financial Services/CFO and Linda Battles, Deputy 

Commissioner for Agency Operations and Communications/COO will present this item to the 

committee. 
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AGENDA ITEM V-B 

Consideration of adopting the staff’s recommendation to the Committee to issue 
a Request for Proposals (RFP) for the selection of a vendor for postage services 
relating to the student loan program 

RECOMMENDATION: Approval 

BACKGROUND INFORMATION: 

The Borrower Services Department sends various items relating to the 
student loan program via mail and requires metered postage.  In fiscal year 2017, 
the total number of pieces of mail for Borrower Services was 897,919.  The total 
cost of postage for this was $361,196 ($.40/ea.).  The cost of first class postage in 
2017 is $.49.The department utilizes a vendor to provide the postage to leverage 
the high volume for bulk discounts, verses utilizing the standard mailing rate. 

The Department of Information Resources (DIR) has a master service 
agreement (MSA) with various vendors to provide postage services for state 
agencies. The agency has leveraged these MSAs in the past to support the postage 
needs of the agency with the highest utilization residing in Borrower Services.  

Staff is requesting authority to issue an RFQ for a vendor and expend up to 
$450,000 in  each year for fiscal years 2019 and 2020. 

Key points: 

 The loan program issues over $170 million in loans annually and currently has
over 81,000 student borrowers, which total over $1.5 billion.

 The three main loan programs are the College Access Loans (CAL), B-On-Time
(BOT) and Texas Armed Services Scholarship Program (TASSP).

 The loan program issues mail for general correspondence, delinquency notices,
monthly payment notifications and other loan related documents.

 The number of loans serviced by Borrower Services continues to grow each year.

 The division is working on various projects to reduce paper mailing and increase
electronic communication.
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Total Borrowers by loan category and loan status (as of 8/1/17) 

 

 
Ken Martin, Assistant Commissioner for Financial Services/CFO will present 

this item to the committee. 
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Agenda Item V-C 

 
Consideration of adopting the staff’s recommendation to the Committee to issue a 
Request for Proposals (RFP) for selection of a vendor for Financial Advisor for the 
agency’s student loan program  
 
RECOMMENDATION:  Approval 
 
 
BACKGROUND INFORMATION: 
 
 The Board retains a financial advisor to advise Board staff on the issuance of 
bonds that provide funds for the operation of the student loan program. The financial 
advisor’s role includes advising Board staff on matters pertinent to a proposed bond 
issue such as issue structure, timing, marketing, fairness of pricing, determination of 
terms, and bond ratings. The financial advisor also assists Board staff in preparing cash 
flows that model the Student Loan program’s cash flows to ensure adequate liquidity to 
maintain program operations in the future.   
 
 Student lending is very specialized field and there are a limited number of 
companies with expertise in this area.  Therefore, we are bringing this request forward 
as early in the year as possible to allow sufficient time for vendors to respond to the RFP 
and for sufficient time to review the qualified respondents. 
 
 The current contract with First Southwest (a division of Hilltop Securities) will 
expire on August 31, 2018. 
 
 Board staff is requesting authorization to issue a RFP up to $300,000 for financial 
advisory services for a 2 year period beginning 9/1/18.  The results of the RFP will be 
presented to the Board at the April 2018 meeting for approval. 
 

 This request is for a 2 year period beginning on 9/1/18. 
 The College Access Loan program is financially self-supporting and does not 

receive general revenue from the state. 

 The annual cost of financial advisory services is approximately $100,000 per 
year.  The actual fee charged can vary depending on the level of support 
provided. 

 The financial advisor provides a critical role that supports the existing loan 
program and future bond issues.   

 There it is a very narrow field of financial advisors who support bonding in 
student loan programs nationally. 

 Statewide bonding demand has increased considerably over the past 3 years, 
which constrains the availability of authority.  Also, potential legislative actions 
could increase the demand on what is currently very limited bonding authority.   
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Preliminary Statement of Work 

 
 
 
 Ken Martin, Assistant Commissioner for Financial Services/CFO will present this 
item to the committee. 
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Agenda Item V-D 

 
 

Consideration of adopting the staff’s recommendation to the Committee to issue a 
Request for Proposals (RFP) for selection of a vendor for Bond Counsel relating to the 
performance of legal services for the agency for the student loan bond program 
 
 
RECOMMENDATION: Approval 
 
 
BACKGROUND INFORMATION: 
 
 The Board utilizes the services of specialized legal counsel in support of the 
student loan program. The student loan program issues tax exempt general obligation 
private activity bonds to fund the issuance of student loans each year.  Legal counsel 
also assists Board staff with complex legal issues concerning the issuance of tax exempt 
general obligation state bonds and compliance with IRS tax code, Security Exchange 
Commission (SEC) rules and various state laws.  This function is critical for the proper 
operation and legal compliance of the student loan program. 
 
 The current contract McCall, Parkhurst & Horton will expire on August 31, 2018.  
 
 Student lending is very specialized field and there are a limited number of firms 
with expertise in this area.  Therefore, we are bringing this request forward as early in 
the year as possible to allow sufficient time for vendors to respond and for sufficient 
time to review the qualified respondents. 
 
 Board staff is requesting authorization to issue a RFP up to $400,000 for Bond 
Counsel for a 2 year period beginning 9/1/18.  The results of the RFP will be presented 
to the Board at the April 2018 meeting for approval. 
 

 Bonds are authorized under the Texas Constitution, Sections 50b-4 through 50b-
7.   

 The Board currently maintains 15 individual bond series.  
 Bond debt outstanding is $1,020,215,000 at par. 
 The THECB has $1,056M of constitutional bond authority remaining, as of 

8/31/17.   

 8% of state volume cap is reserved for state voter issuers. (Tx Gov. Code, Sec. 
1372) 

 These bonds are backed by the full credit of the state (AAA rating December 
2016). 

 The Board issues between $150 and $200 million of bonds annually. 
 Costs are based on the amount of bonds issued and are around $100K annually. 
 See next page for bond and loan history. 
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5 year historical sales at par 

 
 
College Access Loan program disbursement history 
 

 
 
 

General legal services provided 
(1) Respond to general questions and attend regular board meetings of the Agency 

and other meetings on general matters relating to the operations of the Agency 
and consult with staff and outside consultants regarding all finance-related 
matters, to the extent requested. 

 
(2) Meet with and review reports prepared by the Agency′s Financial Advisors and 

other employees and consultants, to the extent requested. 
 
 

Bond Series Bond Par*

2012 $86M 3.0% 5.5%

2013 $114M 4.0% 5.5%

2014 $114M 4.0% 6.0%

2015 $150M 4.0% 5.0%

2016 $158M 5.0% 6.0%

* Excludes  refundings

Range of Rates

# of Students Gross Disbursed Amount/Student

Y/Y Disb 

Growth

Y/Y Growth 

Amt/Student

PY 04 5,994 $38,044,856.45 $6,347.16

PY 05 6,243 $41,444,005.02 $6,638.48 8.9% 4.6%

PY 06 7,040 $49,470,079.89 $7,027.00 19.4% 5.9%

PY 07 11,944 $102,771,870.46 $8,604.48 107.7% 22.4%

PY 08 7,999 $74,196,091.12 $9,275.67 -27.8% 7.8%

PY 09 8,702 $79,797,917.38 $9,170.07 7.6% -1.1%

PY 10 8,911 $86,175,494.85 $9,670.69 8.0% 5.5%

PY 11 8,378 $87,534,007.15 $10,448.08 1.6% 8.0%

PY 12 8,655 $97,410,652.08 $11,254.84 11.3% 7.7%

PY 13 8,102 $100,582,030.18 $12,414.47 3.3% 10.3%

PY 14 7,533 $98,938,509.26 $13,134.01 -1.6% 5.8%

PY 15 9,080 $118,885,491.44 $13,093.12 20.2% -0.3%

PY 16 10,566 $147,992,692.45 $14,006.50 24.5% 7.0%

Total 98,581 $975,251,005.28

Total
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(3) Advise the Agency and staff on the legal requirements and responsibilities 

regarding the issuance of debt Securities and the investment of the proceeds 
of the Securities. 

 
(4) Review finance-related proposals relating to proposed financings, consult with 

underwriters and their counsel and other parties regarding those proposals, 
and participate in the selection process for underwriters, trustees and other 
finance-related professionals, to the extent requested. 

 
(5) Review legal issues relating to the structure of the Securities; issue, prepare 

and review the documents necessary or appropriate to the authorization, 
issuance and delivery of the Securities including, but not limited to, the Bond 
Resolution, Paying Agent/Registrar Agreement, Escrow Agreement, if 
applicable, Pricing Certificate and various closing and other certificates; and 
participate in the preparation and coordination of financing schedules for 
various bond issues to avoid conflicts.  Outside Counsel will also coordinate the 
authorization and execution of such documents. 

 
(6) Assist the Agency in seeking from other governmental authorities such 

approvals, permissions and exemptions as Outside Counsel determines are 
necessary or appropriate in connection with the authorization, issuance and 
delivery of the Securities, except that Outside Counsel will not be responsible 
for any Blue Sky filings. 

 
(7) Subject to the completion of proceedings to Outside Counsel′s satisfaction, 

render Outside Counsel′s legal opinion to the Agency (the "Approving Opinion") 
regarding the validity and binding effect of the Securities, the source of 
payment and security for the Securities, and, if the Securities are issued on 
such basis, the excludability of interest on the Securities from gross income for 
federal income tax purposes. 

 
(8) Assist the Agency in presenting information to bond rating organizations and 

providers of credit enhancement relating to legal issues affecting the issuance 
of Securities, to the extent required or requested, and review and negotiate on 
behalf of the Agency the terms of any credit enhancement agreements with 
respect to the Securities. 

 
(9) Attend informational meetings with prospective purchasers of Securities and 

meetings with bond rating agencies, to the extent required or requested. 
 

(10) Submit the transcript of legal proceedings pertaining to the authorization and 
issuance of the Securities to the Attorney General of Texas for approval. 

 



10/17 
 

 
Agenda Item V-D 
Page 4 
 
 
(11) Supervise the execution, printing, Attorney General′s approval, and 

Comptroller of Public Accounts′ registration of the Securities, and delivery 
thereof to the purchaser. 

 
(12) Render an opinion to the Agency and to the purchasers of the Securities to the 

effect that the information in the disclosure document relating to the Securities, 
the Bond Resolution under which the Securities are issued, the security for the 
Securities, tax matters, investments and the Approving Opinion is a fair and 
accurate summary of the information purported to be shown or are correct as 
to matters of law, as applicable. 

 
(13) Advise the Agency and staff regarding the requirements of finance-related 

documents. 
 

(14) Prepare all forms and responses that need to be filed with the IRS relating to 
any securities issued during this OCC Term or previously or to be issued by the 
Agency.  Outside Counsel is not responsible for making calculations relating to 
rebate pursuant to Section 148 of the Internal Revenue Code of 1954, as 
amended. 

 
 Ken Martin, Assistant Commissioner for Financial Services/CFO will present this 
item to the committee. 
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Pros and Cons of External Auditor Rotation 

Agency Operations Committee 
October 2017 

 
 
Authoritative Sources 
Currently, there is no regulatory requirement for non-SEC clients to rotate auditors.  Guidance 
on this topic was developed for SEC registrants and is put forth by the Public Company 
Accounting Oversight Board (PCAOB) and by the Government Accountability Office (GAO). 
 
PCAOB 2002 
In 2002, Sarbanes-Oxley created the PCAOB for oversight of the auditing profession for audits 
of SEC registrants, and tasked the GAO with studying the rotation of audit firms off of an audit 
engagement after a set number of years. 
Sarbanes-Oxley Section 203 required mandatory lead audit partner rotation at least every 5 
years for SEC registrants. 
 
GAO 2003 
In 2003, the GAO reported that “mandatory audit firm rotation may not be the most efficient 
way to enhance auditor independence and audit quality.” It also stated that “more experience 
needs to be gained” with the Sarbanes-Oxley Act requirements and that “it will take at least 
several years for the SEC and the PCAOB to gain sufficient experience with the effectiveness of 
the act in order to adequately evaluate whether further enhancements or revisions, including 
mandatory audit firm rotation, may be needed to further protect the public interest and restore 
investor confidence.” 
 
PCAOB 2011 thru Present 
In 2011 the PCAOB issued a “Concept Release on Auditor Independence and Audit Firm 
Rotation”, seeking public comment on the “…advantages and disadvantages of mandatory audit 
firm rotation.” 
 
The Concept Release produced considerable debate regarding mandatory audit firm rotation.  
In 2014, the PCAOB chairman James Doty indicated that there was no longer an active project 
regarding a term limit for auditors, and stated the PCAOB would “…continue to think about 
what impacts independence.” 
 
Comparative Practices 
Other state agencies external audit practices include:  

 
Teacher’s Retirement System of Texas – no formal policy; have used the SAO to perform 
the service for the last 20+ years; audit committee bylaws task the audit committee with 
evaluating the effectiveness of the external auditor 
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Texas Department of Housing and Community Affairs – no formal policy; SAO has 
performed the audit for the last three years 

 
CB Current External Auditor KPMG Practice 
KPMG has a firm policy stating that lead audit engagement and concurring review partners for 
non-SEC registered clients be rotated after serving for 10 years on the engagement and 
engagement managers after 7 years.  A 2 year extension is allowed if client circumstances 
warrant. 
 
CB External Auditor Procurement History/Timeline 
Please see the attachment showing the procurement history of external audit services at the 
Coordinating Board.  External audit services have been competitively procured four times since 
2006. 
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AGENDA ITEM VI-A 
 
 
Discussion regarding pros and cons of auditor rotation for external audit of agency-wide 
financial statements 
 
 
RECOMMENDATION: No action required 
 
 
Background Information: 
 
 The Coordinating Board obtained its first audit of agency’s stand-alone financial 
statements for fiscal year 2006.  The agency has obtained a financial statement audit annually 
thereafter.  KPMG LLP, performed the Coordinating Board’s initial stand-alone financial 
statement audit for fiscal year 2006, and has remained the agency’s external auditor since 
2006.  Audit services have undergone competitive solicitation initially for the fiscal year 2006 
audit, and three times subsequently in fiscal year 2009, 2012, and most recently in fiscal year 
2015.  The current contract with KPMG LLP exercised option year two, and has two option years 
remaining. 
  
 The quality and independence of audit services is a matter of rigorous public debate.  
The debate centers on whether or not audit quality, independence, and professional skepticism 
is impacted either positively or negatively, by the same audit firm performing audits of a client 
for numerous, successive years.   
 
The attached documents provide information regarding: 
 

 Consideration of External Auditor Rotation 

 Historic Timeline of External Auditor Procurement at the Coordinating Board 

 

 Mark Poehl, Director of Internal Audit and Compliance will present this item to the 

Committee. 
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Pros and Cons of External Auditor Rotation 

Agency Operations Committee 
October 2017 

 
 
Authoritative Sources 
Currently, there is no regulatory requirement for non-SEC clients to rotate auditors.  Guidance 
on this topic was developed for SEC registrants and is put forth by the Public Company 
Accounting Oversight Board (PCAOB) and by the Government Accountability Office (GAO). 
 
PCAOB 2002 
In 2002, Sarbanes-Oxley created the PCAOB for oversight of the auditing profession for audits 
of SEC registrants, and tasked the GAO with studying the rotation of audit firms off of an audit 
engagement after a set number of years. 
Sarbanes-Oxley Section 203 required mandatory lead audit partner rotation at least every 5 
years for SEC registrants. 
 
GAO 2003 
In 2003, the GAO reported that “mandatory audit firm rotation may not be the most efficient 
way to enhance auditor independence and audit quality.” It also stated that “more experience 
needs to be gained” with the Sarbanes-Oxley Act requirements and that “it will take at least 
several years for the SEC and the PCAOB to gain sufficient experience with the effectiveness of 
the act in order to adequately evaluate whether further enhancements or revisions, including 
mandatory audit firm rotation, may be needed to further protect the public interest and restore 
investor confidence.” 
 
PCAOB 2011 thru Present 
In 2011 the PCAOB issued a “Concept Release on Auditor Independence and Audit Firm 
Rotation”, seeking public comment on the “…advantages and disadvantages of mandatory audit 
firm rotation.” 
 
The Concept Release produced considerable debate regarding mandatory audit firm rotation.  
In 2014, the PCAOB chairman James Doty indicated that there was no longer an active project 
regarding a term limit for auditors, and stated the PCAOB would “…continue to think about 
what impacts independence.” 
 
Comparative Practices 
Other state agencies external audit practices include:  

 
Teacher’s Retirement System of Texas – no formal policy; have used the SAO to perform 
the service for the last 20+ years; audit committee bylaws task the audit committee with 
evaluating the effectiveness of the external auditor 
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Texas Department of Housing and Community Affairs – no formal policy; SAO has 
performed the audit for the last three years 

 
CB Current External Auditor KPMG Practice 
KPMG has a firm policy stating that lead audit engagement and concurring review partners for 
non-SEC registered clients be rotated after serving for 10 years on the engagement and 
engagement managers after 7 years.  A 2 year extension is allowed if client circumstances 
warrant. 
 
CB External Auditor Procurement History/Timeline 
Please see the attachment showing the procurement history of external audit services at the 
Coordinating Board.  External audit services have been competitively procured four times since 
2006. 
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Texas Higher Education Coordinating Board 
External Audit of Agency Financial Statements 

Historical Perspective; Prepared September, 2017 
Fiscal Year 2018 

Fiscal Year 2017 

Presentation of fiscal year 2016 audit to the Agency Operations Committee in July, 2017. 

Board approval in August, 2017 of contract extension (Option year 2) for KPMG to audit the FY 2017 agency 

financial statements.  

Fiscal Year 2016 

September, 2015—Board approval of contract with KPMG to perform financial statement audit for fiscal year 

2015. 

Presentation of fiscal year 2015 audit to the Agency Operations Committee in July, 2016. 

Board approval in August, 2016 of contract extension (Option year 1) for KPMG to audit the fiscal year 2016 

agency financial statements.  

Fiscal Year 2015 

January, 2015—Board approved RFQ to enter a contract, subject to approval of Board Char, Vice Chair, and Chair 

of AOC. 

May, 2015—Request for Qualifications (RFQ) for financial audit services. Competitive solicitation and evaluation 

for respondents. 

July, 2015--Presentation of fiscal year 2014 audit to the Agency Operations Committee in July, 2015. 

Fiscal Year 2014 

October, 2013—Agency Operations Committee approval to extend contract with KPMG for 2 years. 

July, 2014--Presentation of fiscal year 2013 audit to the Agency Operations Committee in July, 2014. 

Fiscal Year 2013 

January, 2013-- Board approval to create new one year contract with KPMG patterned after the prior contract 

that inadvertently expired.  Contract contains option to renew for two additional years. 

July, 2013--Presentation of fiscal year 2012 audit to the Agency Operations Committee in July, 2013. 

Fiscal Year 2012 

December, 2011--approval of one year contract with KPMG to audit the fiscal year 2011 agency financial 

statements based on competitive solicitation and evaluation of 5 respondents, with option to renew 3 additional 

years. 

Presentation of fiscal year 2011 audit to the Agency Operations Committee in July, 2012. 

August 31, 2012--one year contract with KPMG inadvertently expires before renewal option for year two 

exercised.  
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Texas Higher Education Coordinating Board 
External Audit of Agency Financial Statements 

Historical Perspective; Prepared September, 2017 
Fiscal Year 2018 

 

Fiscal Year 2011 

October, 2010--Board approval of KPMG contract amendment to audit the FY 2010 agency financial statements. 

Presentation of fiscal year 2010 audit to the Agency Operations Committee in July, 2011. 

Committee approval to issue RFQ for fiscal year 2011 audit, and to enter into contract with selected firm subject 

to approval of Board Chair, Vice Chair, and AOC Chair. 

Fiscal Year 2010 

October, 2009--Board approval of KPMG contract amendment to audit the fiscal year 2009 agency financial 

statements. 

Presentation of fiscal year 2009 audit to the Agency Operations Committee in July, 2010. 

Fiscal Year 2009 

October 2008--Agency Operations Committee directs staff to issue a Request for Information (RFI) and prepare an 

analysis of options and estimated costs for audit services, for Committee consideration in January, 2009. 

January 2009--Agency Operations Committee considers three audit services options for auditing the fiscal year 

2008 financials based on 5 respondents to the RFI.  Committee approved option B, a GASB 34 stand-alone audit of 

the fiscal year 2008 financials by extending the current contract with KPMG at a fixed, not to exceed rate. 

Presentation of fiscal year 2008 audit to the Agency Operations Committee in July, 2009. 

Fiscal Year 2008 

Presentation of fiscal year 2007 audit to the Agency Operations Committee in July, 2008. 

Fiscal Year 2007 

Presentation of first agency-wide financial statement audit to the Agency Operations Committee in July, 2007 for 

fiscal year 2005 and 2006. 

Approval of contract extension for KPMG to audit the fiscal year 2007 agency financial statements.  

Fiscal Year 2006 

July, 2006--Board authorization for Commissioner to contract with KPMG to audit the FY 2006 agency financial 

statements, following a solicitation for proposals. 
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AGENDA ITEM VI-B 

 

 

Update on Internal Audit Reports and Activities 

 

 

RECOMMENDATION: No action required 

 

 

Background Information: 

 

 The Internal Audit Department completed four projects since the last Agency Operations 
Committee meeting in July, 2017.  The reports include:  
 

1. Final Report – A Review of Payroll Administration at the Coordinating Board; this was a 
Category 1 Report with no recommendations. 

 
2. Final Report - A Follow Up Review of Physical Security of Information Systems; this was a 

Category 1 Report with no recommendations. 
 

3. Final Report – A Self-Assessment of Work Quality at the Coordinating Board; this was a 
Category 1 Report with no recommendations. 

 
4. Internal Audit Annual Report for Fiscal Year 2017; this is a statutorily required report that 

provides the State Auditor’s Office and other stakeholders a view of fiscal year 2017 internal 
audit activities.  

 

Update on Internal Audit activities 

Audits In Progress Stage of Project 

Review of Contract Administration Reporting 

Follow Up of Tuition Equalization Grant Administration Planning 

Follow Up of College Access Loan Administration Planning 
 

Other Internal Audit Activities 

 Coordinated external audits – SAO, KPMG, etc. 

 Prepared the Internal Audit Annual Report 

 Provided input on CAPPSFIN implementation considerations 

 Provided input on TEG engagement guide 
 

 The final reports are attached.  Mark Poehl, Director of Internal Audit and Compliance will 

present this item to the Committee. 
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Compliance with Texas Government Code, Section 2102.015 
 

Texas Government Code, Section 2102.015 requires state agencies to post on the 
agency’s Internet Web site its internal audit plan, internal audit annual report, and any 
weaknesses or concerns resulting from the audit plan or annual report.  Please see the 
Coordinating Board internet web site at http://www.thecb.state.tx.us/ and the “Internal 
Audit and Compliance Monitoring” tab for this required information.  The 2017 Internal 
Audit Annual Report will be posted following its presentation to the board in October, 
2017. 
 
 

 
 
 
 

http://www.thecb.state.tx.us/
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Internal Audit Plan for Fiscal Year 2017 

 
Explanatory Information - The table below indicates the status of FY 17 planned audits, 
as shown on the approved audit plan, versus those accomplished during the year.   
 

Board-Approved FY 17 Audit Plan Status of Audit at 8/31/17 
Follow Up Audits (1) Follow Up Review of Physical 

Security of Information Systems 
THECB-IA-WP-17-196 
Completed. Report date August 8, 
2017. 
(2) Follow Up Audit of Contract 
Management THECB-IA-WP-16-185  
Completed. Report date September 13, 
2016. 
(3) Follow Up Audit of TEXAS Grant 
THECB-IA-WP-16-187B—work in 
Completed: Report date January 13, 
2017. 
(4) Follow Up Audit of College Access 
Loan (CAL) Administration 
THECB-IA-WP-17-190--work in 
progress: expected reporting date 
January, 2018. 
(5) Follow Up Audit of Tuition 
Equalization Grant (TEG) 
Administration 
THECB-IA-WP-17-197--work in 
progress: expected reporting date 
January, 2018. 

Self-Assessment of Work Quality, 
Internal Audit 

Self-Assessment of Work Quality 
THECB-IA-WP-17-196 was reported 
October, 2017. 

Review of Data Administration and 
Governance 

Review of Data Administration and 
Governance  
THECB-IA-WP-17-193 
Report date May 25, 2017. 

Review of Texas Educational 
Opportunity Grant (TEOG) Program 
Administration 

Review of Texas Educational 
Opportunity Grant (TEOG) Program 
Administration 
THECB-IA-WP-17-192 
Report date May 25, 2017. 
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Board-Approved FY 17 Audit Plan Status of Audit at 8/31/17 
Review of Payroll Administration Review of Payroll Administration  

THECB-IA-WP-17-194 was reported 
October, 2017. 

Review of Contract Management 
Administration 

Review of Contract Management 
Administration  
THECB-IA-WP-17-195--work in 
progress: expected reporting date 
January, 2018. 

 

 

 

 

CONSULTING ENGAGEMENTS AND NON-AUDIT SERVICES COMPLETED 

  

 

 

The Texas Higher Education Coordinating Board internal audit function did not perform 

consulting or non-audit services in fiscal year 2017. 
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TEXAS HIGHER EDUCATION COORDINATING BOARD 

INTERNAL AUDIT 

Audit Plan 

Fiscal Year 2018 

The Texas Internal Auditing Act requires state agency Internal Auditors to conduct a program of 

auditing that includes an annual audit plan, is prepared using risk assessment techniques, and 

identifies the individual audits to be conducted during the year.  The following proposed plan 

meets the requirements of the Texas Internal Auditing Act.  

Specific risk factors were considered as they apply to the agency’s significant operational 

activities.  These risk factors included: 

 Financial significance 

 Reputational significance and visibility 

 Complexity; inherent risk; and the potential for abuse 

 Prior audit and compliance monitoring results as an indicator of control effectiveness 

 Audit recency – internal audit, compliance monitoring (as applicable), KPMG, SAO, 

and/or Federal auditors 

 Changes in mission or key management 

A risk-ranked listing of significant operational activities became the basis for the audits proposed 

for consideration herein. 

 

A. Required Audits 
Estimated Hours Required 

1.   Follow Up of Prior Internal Audits 195 
Assess the implementation status of previously reported internal audit findings in 
the areas of Physical Security of Information Systems, Tuition Equalization Grant, 
Contract Management, and CAL Administration. 

 
2.   Self-Assessment of Work Quality, Internal Audit 

 
150 

Perform a self-assessment of internal audit work quality, in accordance with the 
requirements of professional auditing standards. 

 

3.   Investigations 
 

340 
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Texas Government Code Chapter 321.022, Coordination of Investigations, requires 
the coordination of investigations between the agency and the Texas State 
Auditor’s Office. If the administrative head of an agency that is subject to audit by 
the state auditor has reasonable cause to believe that money received from the 
state by the agency or by a client/department of the agency may have been lost, 
misappropriated, or misused, or that other fraudulent or unlawful conduct has 
occurred in relation to the operation of the agency, the administrative head shall 
report the reason and basis for the belief to the state auditor. The state auditor 
may investigate the report or may monitor any investigation conducted by the 
agency. 

4.   Provide Assistance--External Audit of Agency Financial Statements 
 

Internal Audit provides 50 hours of audit support to reduce external audit fees and 
to increase the level of knowledge of external auditors’ assessment of the agency’s 
financial statements and associated risks. 
 

 

50 

5. Status Assessment of Corrective Action Plan Implementation to                             420 
Address NTT Texas Cyber Security Assessment Report 
 

Perform a status assessment to assess the implementation status of the corrective action 
plan prepared to address recommendations from the 2017 NTT Texas Cyber Security  

                 Assessment Report.1 
 

                                 

 

420 

B. Risk-Based Audits 

6. Review of Formula Funding                                                                                            390 

            Review the administration of formula funding processes for compliance, effectiveness, and      
                  efficiency. The formula funding appropriation for FY 2017 was $4.6 billion. 

390 

  
7. Review of Physician Education Loan Repayment Program                                        442 

Review internal administrative activities associated with the PELRP Program.  
The PELRP budget for fiscal year 2017 was approximately $17 million 

 

  
8. Review of Contract Management Administration                                                      394   

Review agency contract administration processes for compliance with laws,  
regulations, policies, and procedures. 

 

 

 

 

 

 

 

 

                                                 
1 Texas Administrative Code (TAC) 202 requires an independent review of the state agency’s information security 
program. 
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External Audit Services Procured in Fiscal Year 2017 
 
 

The agency contracted with KPMG, LLP, to perform an independent audit of the 
agency’s Fiscal Year 2016 Financial Statements.  As part of the agreement, the agency 
provided 50 hours of internal audit staff support to KPMG, LLP. 

 
 
 

Reporting Suspected Fraud and Abuse 
 

Actions taken by the agency to address the requirements of Section 7.10.Fraud 
Reporting, General Appropriations Act (82nd Legislature), Article IX and 
Government Code, Section 321.022.Coordination of Investigations, include: 

 
 
1) Established a fraud prevention policy and posted the policy on the agency 

intranet for the employees.  The policy encourages reporting of suspected 
violations to the State Auditor’s Office Fraud Hotline. 

 
2) Established a link to the State Auditor’s Office Fraud Hotline on the agency’s 

home page to enable the general public or employees to report suspected fraud or 
misconduct directly to the State Auditor’s Office. 

 
3) Coordinated with the Special Investigations Unit of the State Auditor’s Office to 

investigate suspected fraud.  
 
4) Provided ethics-related information to all new employees as part of the 

orientation process. 
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AGENDA ITEM VII-A 

 

 

Update on Compliance Monitoring Reports and Activities 

 

 

RECOMMENDATION: No action required 

 

 

Background Information: 

 

Update on Compliance Monitoring Reports 

 

The Compliance Monitoring team completed four projects during the reporting period since the 

July 2017 Agency Operations Committee meeting. The final reports are attached.  

 

Formula Funding Engagements Completed 

A Compliance Monitoring Audit of Formula Funding at Sul Ross State University Rio Grande 

College (no findings) 

 

Financial Aid Engagements Completed 

A Compliance Audit of TEXAS Grant at The University of Texas at Austin (no findings) 

A Compliance Desk Review of TEXAS Grant at Texas A&M University – Corpus Christi (no 

findings) 

A Compliance Audit of TEXAS Grant at Texas A&M University (no findings) 

 

Projects In Progress Stage of Project 

The University of Texas Southwestern Medical Center – 
Formula Funding 

Reporting 

El Paso Community College – Formula Funding Planning 

South Plains College – Formula Funding Follow Up Planning 

Texas Tech University – TEXAS Grant Planning 

 

Other Compliance Monitoring Activities 

 Assessing FY 2018 Compliance Monitoring Audit Plan for engagements planned at 

institutions impacted by Hurricane Harvey 

 Preparing to interview for the vacant Compliance Specialist position 

 

 The final reports are attached.  Mark Poehl, Director of Internal Audit and Compliance 

will present this item to the Committee. 
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