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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 April 19, 2017, Committee
Meeting 

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

IV. Agency Operations

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

B. Report on Major IT Projects in Progress 

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  

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 

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

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

http://www.thecb.state.tx.us/index.cfm?objectid=5B1AD498-E9DC-D34F-64870749367607BA&flushcache=1&showdraft=1
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V. Finance 
 
 A. Review of the Year to Date Fiscal Year 2017 Financial Report to the Board 
 
 B. Consideration of adopting the Commissioner’s recommendation to the Committee 
relating to the agency’s operating budget for Fiscal Year 2018  
 
 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 
 
VI. Internal Audit 
 
 A. Discussion of the Audit of the Agency-Wide Financial Statements for Fiscal Year 
Ended August 31, 2016 by KPMG, LLP 
 
 B. Consideration of adopting the staff’s recommendation to the Committee relating 
to the Annual Internal Audit Plan for Fiscal Year 2018 
 

 C. Update on Internal Audit Reports and Activities 
 
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 
 

 B. Update on Compliance Monitoring Reports and Activities  
 
 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 
 
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. 
 
 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. 

 
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 
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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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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 April 19, 2017, Committee meeting 

 

 

RECOMMENDATION: Approval 
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DRAFT 

TEXAS HIGHER EDUCATION COORDINATING BOARD 

Agency Operations Committee 

 

Wednesday, April 19, 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 April 19, 

2017, with the following members present:  John Steen; presiding; David Teuscher; 

Javaid Anwar; Fred Farias; Ricky Raven; Stuart Stedman; and Bobby Jenkins (Ex-

Officio). 

 

Other Board Members present:   Arcilia Acosta and Janelle Shepard 

 

 

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 
January 25, 2017, Committee Meeting 

 On a motion by Mr. Raven, seconded by Dr. 
Farias, the Committee approved the January 25, 
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 Major IT Projects in Progress 
 

 Ms. Zhenzhen Sun, Interim Assistant 
Commissioner, Information Solutions and Services, 
Mr. Ken Martin, Assistant Commissioner for Financial 
Services/CFO, and Mr. Bill Franz, General Counsel 
presented this item to the Committee.  This item did 
not require any action.  
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B. Report on grants and contracts, including those 
exceeding $1 million 
 
 

 No action required. 

C. Update on the Board’s Budget Priorities for the 85th 
Texas Legislature 
 
 

 Ms. Linda Battles, Deputy Commissioner for 
Agency Operations and Communications/Chief 
Operating Officer, provided the Board with the latest 
update on the Board’s LAR.  Mr. David Young, Senior 
Director of Funding provided the latest update on 
higher education formula funding.  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 to extend the existing 
contract with the Financial Advisor for the agency’s 
student loan program for one additional year 
 

 On a motion by Mr. Stedman, seconded by Mr. 
Anwar, the Committee approved the extension of the 
existing contract with the Financial Advisor for the 
agency’s student loan program for one additional 
year. 
 
 
 

C. Consideration of adopting the staff’s 
recommendation to the Committee relating to a contract 
with Pitney Bowes for postage services 
 

 On a motion by Dr. Teuscher, seconded by Mr. 
Stedman, the Committee approved the contract with 
Pitney Bowes for postage services. 
 
 

VI. Internal Audit 

A. Discussion of Statements on Auditing Standards No. 
114, The Auditor’s Communication with Those Charged 
with Governance 

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

B. Discussion of the State of Texas Federal Portion of 
the Statewide Single Audit for the Fiscal Year Ended 
August 31, 2016, Report Number 17-314 issued February 
2017 by the Texas State Auditor’s Office 
 

 Ms. Susan Warren with KPMG, LLP presented 
this item to the Committee.  KPMG, LLP performed 
this audit under contract with the Texas State 
Auditor’s Office.  This item did not require any 
action. 
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C. Discussion of the State of Texas Financial Portion of 
the Statewide Single Audit for the Fiscal Year Ended 
August 31, 2016, Report Number 17-555 issued February 
2017 by the Texas State Auditor’s Office 
 

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

D. 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. 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. 
 
  
 

 
 

 With no further business, on a motion by Mr. Anwar, seconded by Dr. Teuscher, the meeting adjourned at 
approximately 3:36 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. 
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AGENDA ITEM IV-A 
 
 

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-B 
 

 

Report on Major IT Projects in Progress  

 

 

RECOMMENDATION: No action required 

 

 

Background Information: 

 

Information Solutions and Services (ISS) provides a report to the Agency Operations 

Committee on major, high visibility IT projects.  Below is a brief report on the Implementation 

of the CAPPS Financial/Purchasing/Contracts System.  At this time the project is on schedule 

with manageable risks.  

 

Status: 

 
Implementation of the CAPPS Financial/Purchasing/Contracts System - ON 

SCHEDULE WITH MANAGEABLE RISKS (Mitigation Plan in Progress) 

CAPPS Financials/Purchasing/Contracts system is part of a state developed, Enterprise 
Resource Planning system, mandated by legislation and provided by the Comptroller of 
Public Accounts (CPA).  The core system includes: Accounts Payable, Asset Management, 
General Ledger, and Purchasing/Procurement.  Optional modules cover:  Billing/Accounts 
Receivable, Customer Contracts, Grants, Inventory, and Project Costing. 

 
 Accomplishments: 

o New business end-to-end processes established and documented 

o Technical design and implementation strategy formalized for both reports and 

interface development 

o Security matrix documentation compiled and submitted to CPA  

o User Acceptance Testing plan for Phase I completed 

 Communication Leads designated for all the business units to support a smooth 
transition to the new environment on 9/1 

 

 Upcoming Activities: 
o Complete plans for training and testing – 04/2017 through 06/2017 

o Start User Acceptance Testing – 06/2017 

o Start User Training – 07/2017 

o Work with the Communication Leads on the transition and address agency wide 

communication needs – 06/2017 through 08/2017 
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o Handle all the fiscal year end activities and data conversion needs – 06/2017 

through 08/2017 

o Go-live – 09/2017 
 

 Risks 

o “One size fits all” solution doesn’t meet all the business needs of the agency 

o Limited reporting capabilities of the new system 

o Short runway for testing and training due to the tight implementation schedule 

o Governor’s directive on hiring freeze; as a result, ISS was not able to fill the 
vacant contractor Business Analyst position needed by the project team 

 

 Risk Mitigation Plan 
o Subject matter experts gained access to the new system on June 1st. The project 

team will continue to update the Impact Analysis report during the User 

Acceptance Testing and work with the Internal Audit team to verify and validate 

each proposed risk mitigation control  

o CPA has delivered the 10 custom reports for our agency using Business Objects; 

reports generated by WebFOCUS will stay contingent on CPA’s ability to establish 

a daily extract process to allow our agency to download a copy of our production 

data from the CAPPS Financials system 

o The detailed training and testing plans are being developed, and Communication 

Leads have been designated to help provide user support during the transition   

o The Business Relationship Manager and the Project Manager are performing the 
job duties originally assigned to the contractor Business Analyst 

 
 Project Budget: $750K provided by legislature 

 
 
John McKenzie, Interim Deputy Assistant Commissioner, Information Solutions and Services, 

will be available for any questions.  
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Agenda Item IV-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  

RECOMMENDATION: Approval 

Background Information: 

On April 14th, 2017 the agency received approval from the Legislative Budget Board to 
use Student Loan Program funds to procure a managed phone service. This would allow the 
agency to procure a fully functional and supported service without the capital cost.   

The Capitol Complex Telephone System (CCTS) offered by the Texas Department of 
Information Resources (DIR) is a modern Voice over Internet Protocol (VoIP) system from 
CISCO. Since the system supports the Capitol Complex and other state agencies, it is fully 
redundant by design with 2 physically separated call processing centers. DIR fully supports and 
maintains the system. DIR offers the phone line, voice mail, phone device 
(Physical or Softphone) and system license for a flat monthly cost per device on a 5-year term.   

The estimated cost per fiscal year is $55,000. A 5-year lease will cost $275,000. This will 
provide the agency with 240 phones with full support and redundancy.  

Staff is requesting authority to enter into a 5-year lease contract with a total amount of 
$275,000 with DIR. 

John McKenzie, Interim Deputy Assistant Commissioner, Information Solutions and 
Services will present this item to the committee. 
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Agenda Item IV-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  

RECOMMENDATION: Approval 

Background Information: 

On April 14th, 2017 the agency received approval from the Legislative Budget Board to 
use Student Loan Program funds to procure a managed IVR and ACD service. This would allow 
the agency to procure a fully functional and supported service without the capital cost.   

The Statement of Work (SOW) was sent to 6 Texas Department of Information 
Resources (DIR) contracted vendors. Two vendors responded with proposals that addressed all 
of the agency’s requirements. Based on the functionality and the value of the solution, the 
agency selected GlobalScope, a HUB vendor.  

The estimated 5-year costs are $133,000 with the subsequent annual costs estimated 
at $85,000, an estimated total of $473,000 for a 5-year contract. This will provide support and 
maintenance for 30 agents, 30 concurrent IVR callers and the automation of high volume/ low 
risk transactions. 

Staff is requesting authority to enter into a 5-year contract with a total amount of 
$558,000 with GlobalScope. 

John McKenzie, Interim Deputy Assistant Commissioner, Information Solutions and 

Services will present this item to the committee. 
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Agenda Item IV-E 

 

 

Consideration of adopting the staff’s recommendation to the Committee relating to a contract 

for managed print services 

 

 

RECOMMENDATION: Approval 

 

 

Background Information: 

 

 The agency is in the final year of a 4-year contract with Hewett Packard (HP) for 

managed print services. The current contract ends on August 31st, 2017.  As part of the 

agency’s efforts to reduce overall costs of producing printed materials, the agency submitted a 

new Statement of Work (SOW) to Department of Information Resources (DIR) approved 

vendors for managed print services.  

 
 The goal is to deploy the new multifunctional network printers and services before 
August 31, 2017, and the agency will retain only 2 desktop printers in the future.  
 
 The SOW was sent to 6 Original Equipment Manufacturers (OEM) that are approved DIR 
vendors with approved HUB resellers on June 6, 2017. The OEMs were asked to leverage their 
HUB resellers in their proposals.  
 
 Staff is requesting authority to enter into a 4-year contract with a total amount up to 
$345,000 with an approved vendor. 
 
 John McKenzie, Interim Deputy Assistant Commissioner, Information Solutions and 

Services will present this item to the committee. 
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Agenda Item IV-F 
 

 
Overview of the Board’s Legislative Appropriations Request as approved by the 85th Texas 
Legislature, Regular Session 
 
 
RECOMMENDATION: No action required 
 
 
Background 
 
 The 85th Texas Legislature adjourned the Regular Session on May 30, 2017 after 
adopting the General Appropriations Act for the 2018-19 biennium. While the Legislature funded 
six out of nine of the Board’s highest priority budget requests as submitted in the Legislative 
Appropriations Request (LAR), the agency’s administrative budget took a significant reduction of 
nearly $1 million.  
 

Linda Battles, Deputy Commissioner for Agency Operations and Communications/Chief 
Operating Officer, will provide the Board with a brief overview of the Board’s LAR as approved 
by the 85th Texas Legislature, Regular Session.  
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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 board 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.  We 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 5/31/17 

 Enhanced loan reporting  

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

 Fiscal year 2017 is the last year in this biennium 

 We have added this page and it reflects the loan collection activity that we have 

discussed in previous meetings.  This provides you with trending in total defaulted loan 

collections and the average monthly collections.   

 

 

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

the committee. 
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Agenda Item V-B 
 

 

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

agency’s operating budget for Fiscal Year 2018. 

 

 

RECOMMENDATION: Approval 

 

 

BACKGROUND INFORMATION: 

 

 The General Appropriations Act (GAA) is approved after each legislative session.  This 

act funds both years of the biennium.  The agency develops an operating budget before the 

start of each fiscal year and submits the budget for Board approval.  The budget that is being 

presented today is aligned with the General Appropriations Act (GAA) of the 85th Legislature.  

This item requires approval. 

 

Key points: 

 This budget is for fiscal year 2018. 

 The budget delineates funding by administration and program (Trusteed) specific 

funding. 

 The total administrative budget is $30.5M and the total trusteed budget is $1,676M. 

 Administration is 1.4% of the total budget. 

 This budget includes estimated unexpended balances from FY17. 

 This budget has been reviewed and approved by the Commissioner and Chief Financial 

Officer. 

 

 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 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  
 
 
RECOMMENDATION: Approval 
 
 
BACKGROUND INFORMATION: 
 

Staff is requesting approval to issue up to $200 million in aggregate principal 
amount of new money bonds in Fiscal Year 2018 to fund Hinson-Hazlewood loans to 
eligible students under Texas Education Code, Chapter 52, Subchapter C.  The 
Coordinating Board staff has determined that it will be necessary to issue these bonds in 
one or more series to provide adequate funding for the Board to continue to disburse 
College Access Loans under the Hinson-Hazlewood program to eligible students. 

 

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

 Debt outstanding is $1,078M. 
 The THECB has $1,056M of bond authority remaining before the issuance of new 

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

1372) 

 These bonds are backed by the credit of the State (AAA rating December 2016). 
 An application to the Bond Review Board will be submitted for approval. 
 The office of Attorney General is required to approve the final sale. 
 A process improvement was developed and implemented to the student loan 

software (Helms) that will reduce first year bond interest by $2M-$4M for each 
issue. 

 5 year historical bond sales are par. 
 

 
 
 

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
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 College Access Loan (CAL) disbursement history 
 

 
 
 

A representative from the Board’s bond counsel, McCall, Parkhurst & Horton, is 
available to answer any questions regarding the proposed resolution authorizing the 
issuance of the bonds, the delegation to the Commissioner the authority to approve all 
final terms of the bonds, or the delegation of authority to file for the state’s allocation of 
private activity volume cap. 
 

Ken Martin, Assistant Commissioner for Financial Services/CFO will present this 
item to the committee. 
 

# 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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Agenda Item VI-A 

 

 

Discussion of the Audit of the Agency-Wide Financial Statements for Fiscal Year ended August 

31, 2016 by KPMG, LLP 

 

 

RECOMMENDATION: No action required. 

 

 

Background Information: 

 

The Board contracted with KPMG, LLP to conduct the agency-wide financial statement 

audit for fiscal year ended August 31, 2016.  The contract was executed with KPMG for a not-

to-exceed amount of $190,180. 

 

KPMG, LLP has conducted the agency-wide financial statement audit for fiscal year 

ended August 31, 2016.  The auditors rendered an unqualified or “clean” opinion on the 

financial statements, noting no material weaknesses or significant deficiencies identified during 

the audit.  KPMG’s presentation also includes “verbal comments” that are considered internal 

control deficiencies. 

 

A hard copy of the auditor’s reports will be available at the meeting.  Representatives 

from KPMG will present the report to the committee. 
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Agenda Item VI-B 
 
 

Consideration of adopting the staff’s recommendation to the Committee relating to the Annual 
Internal Audit Plan for Fiscal Year 2018 
 
 
RECOMMENDATION: Approval 
 
 
BACKGROUND INFORMATION: 
 

In accordance with the Texas Internal Auditing Act, the Internal Audit function has 
developed the risk-based Annual Internal Audit Work Plan for Fiscal Year 2018 using risk 
assessment techniques as required.  The Annual Internal Audit Work Plan for Fiscal Year 2018 
presents the individual audits to be performed in fiscal year 2018. 
 

The Annual Internal Audit Work Plan for Fiscal Year 2018 is attached.  Mark Poehl, 
Director of Internal Audit and Compliance will present this item to the Committee. 
 



TEXAS HIGHER EDUCATION COORDINATING BOARD 

INTERNAL AUDIT & COMPLIANCE MONITORING 

Internal 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 190 
Assess the implementation status of previously reported internal audit findings in the areas of Texas Educational 
Opportunity Grant, Data Administration and Governance, and Contract Management. 

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. 

Agenda Item VI-B



3. Investigations 340 

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

442 

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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AGENDA ITEM VI-C 

 

 

Update on Internal Audit Reports and Activities 

 

 

RECOMMENDATION: No action required 

 

 

BACKGROUND INFORMATION: 

 

The Internal Audit Department completed three projects since the last Agency Operations Committee 

meeting in April, 2017.  One confidential report, An Audit of Data Administration and Governance, was 

covered in the Special Called Board Meeting on June 28, 2017.  The remaining two reports are: 

 

1. Final Report – An Internal Audit of TEOG Administration; this was a Category 2 Report with four 

recommendations. 

2. Final Results Letter – SAO Complaint 16-1597 Regarding Loan Payment Processing Errors on a 

Borrower’s Account; the specific errors were resolved and Borrower Services is continuing to 

work on solutions to reduce/prevent the occurrence of these types of errors in the future.   

 

Update on Internal Audit activities 

Audits In Progress Stage of Project 

Review of Payroll Administration Fieldwork 

Review of Contract Administration Fieldwork 

 

Other Internal Audit Activities 

 Coordinated external audits – SAO, KPMG, etc. 

 Prepared the Internal Audit Annual Work Plan 

 Provided input on Financial Aid MOU records retention issue 

 Participated in discussions regarding loan payment processing errors 

 

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

present this item to the Committee. 
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EXECUTIVE SUMMARY 

 
Processes over the Texas Educational Opportunity Grant (TEOG) are generally effective in ensuring 
that eligible institutions and students receive funds in accordance with the Coordinating Board 
(CB) rules and related statutes. Internal controls and written procedures have shown improvement 
over the last few years, however, we noted some areas where internal controls can be 
strengthened and efficiency can be added to operation of the program such as: 

 
 Student Financial Aid Programs (SFAP) written procedures and documentation require further 

improvement; 
 Coordinating Board rules regarding the TEOG maximum award amount require change to 

provide clarity and support for current calculation practices;  
 SFAP rules and procedures, regarding return of funds and reconciliations by institutions, 

require further improvement to reduce late return of funds and potential underutilization of 
TEOG funds; and 

 Policies and procedures regarding user access to TEOG data in the EOY database require 
improvement to provide periodic review for inappropriate access that could potentially result 
in the loss of integrity and accuracy of TEOG data. 

 
Please see detailed Observations, Recommendations, and Management Responses for additional 
information.  

 
 
Audit Objective and Scope  
 

Our audit objective was to review internal administrative activities associated with the TEOG 
program and to evaluate the sufficiency of internal control.  Our scope focused on current 
administrative processes and included tests of transactions for FY16 and FY17. Our audit included 
reviewing relevant statutes, rules and CB policies and procedures, manuals and documentation 
related to TEOG processes. We interviewed appropriate CB staff, collected data and performed 
various testing to address the audit objectives. 
 

We conducted this audit in conformance with the International Standards for the Professional 
Practice of Internal Auditing. Additionally, we conducted this performance audit in accordance with 
Generally Accepted Government Auditing Standards. Those standards require that we plan and 
perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our 
findings and conclusions based on our audit objectives. We believe that the evidence obtained 
provides a reasonable basis for our findings and conclusions based on our audit objectives.  
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Background 
 

The TEOG program was established in 2001, by the 77th Texas Legislature, in order to provide 
grants to enable eligible students to attend two-year public institutions of higher education in the 
state of Texas. The Coordinating Board is authorized to provide TEOG funds to Texas residents 
enrolled in public junior colleges, public technical institutes, and public state colleges, based on 
student financial need, but not to exceed a grant amount of more than that specified in the 
appropriation by the legislature or as provided by Texas Education Code, Section 56.407. 
 

FY 2016 # of allocated 
institutions 

Total amount 
of TEOG 
awarded 

Total # of 
students 
awarded TEOG 

Average 
amount of 
TEOG/ student 

Community 
Colleges 

53 $42,954,477 23,014 $1866 

State Colleges 
and TSTCs  

4 $3,758,153 815 $4611 

Total  57 $46,712,630 23,829 $1960 
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Detailed Observations, Recommendations, and Management Responses 
 
1. Student Financial Aid Programs (SFAP) written procedures and documentation 

require further improvement.  
 
Student Financial Aid Programs (SFAP) written procedures and documentation require further 
improvement. SFAP has recently improved written documentation and processes. Ledgers 
have been improved and standardized across grant programs. Guidelines and rules have been 
better aligned with statute. User access controls have been improved.  However, several areas 
require additional improvement. 
  
A. Provide written procedures for annually determining and documenting TEOG institution 

eligibility. 

i. According to TAC § 22.255 (b)(2), “An 

institution must be approved by April 1 in 

order for qualified students enrolled in that 

institution to be eligible to receive grants 

in the following fiscal year.” According to 

TAC § 22.255(b)(1), “Each eligible 

institution must enter into an agreement 

with the Board, the terms of which shall be 

prescribed by the Commissioner.” 

 

ii. Review of institution eligibility currently occurs as information is received as 

various notices are received from the DOE, accreditors, audit reports, or 

statutory changes; there is no formal annual review, either prior to allocation 

or prior to April 1st to determine eligible institutions. The list of eligible 

institutions is relatively stable from year to year for TEOG, therefore 

management uses the same list as the prior year unless there has been a 

notification that would suggest ineligibility. 

 

iii. An annual eligibility review should be performed prior to allocation and/or prior 

to April 1, and written documentation should be maintained of the review.  

Eligibility review should include review of statutory eligibility (TEC § 56.401), 

accreditation, and a valid MOU effective through the period corresponding to 

the allocation. 

 

 

 

 

 

 

 

 

TAC § 22.255 (b)(2): “An 
institution must be approved 
by April 1 in order for qualified 
students enrolled in that 
institution to be eligible to 
receive grants in the following 
fiscal year.”  
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B. Provide written procedures for determining TEOG maximum award amounts. 

i. The maximum award amount is 

to be calculated each year by 

the CB. According to TEC § 

56.407(d), “Not later than 

January 31 of each year, the 

coordinating board shall 

publish the amounts of each 

grant established by the board for the academic year beginning the next fall 

semester.” According to TEC § 56.407(a), “The amount of a grant under this 

subchapter for a student enrolled full-time at an eligible institution is the 

amount determined by the coordinating board as the average statewide 

amount of tuition and required fees that a resident student enrolled full-time 

in an associate degree or certificate program would be charged for that 

semester or term at eligible institutions.”  

 

ii. The TEOG maximum award amounts published in January 2016 were originally 

calculated incorrectly, but were corrected in August 2016 after SFAP realized 

that the amount had been calculated incorrectly for the January 2016 

maximum award announcement. The calculation for state colleges was 

incorrectly based on General Academic Teaching Institutions instead of limited 

to TEOG eligible institutions. In addition, the calculation for technical schools 

did not include Lamar Institute of Technology. 

 

iii. Prior to 2016, the annual process for determining the maximum award amount 

did not include a review of statutes and rules to determine if changes in the 

calculation process were needed. In addition, the same written calculation 

procedures for TEXAS grant are also used for TEOG, even though the statutes 

and rules differ between programs. Calculation of the TEOG maximum award 

amount is conducted by SPF because the calculation relies on information from 

SPF. SFAP reviews the information and calculations. 

 
iv. Written procedures for calculation of the maximum award amount should 

include annual review of statute and rules as well as calculation processes 
specific to TEOG. Written procedures should also include controls to ensure 
data received from SPF is accurate and that calculations are completed 
correctly. (SFAP updated their written procedures during the audit to include 
review of statute and rules.) 
 

 

 

 

 

TEC § 56.407(a): “The amount of a 
grant under this subchapter for a 
student enrolled full-time at an eligible 
institution is the amount determined by 
the coordinating board …” 
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C. Provide written procedures for verifying completion of weekly TEOG ledger reconciliations. 

i. According to TEC § 56.403(c), the total 
amount of TEOG grants cannot exceed 
available funds. In order to attempt to 
meet this requirement, SFAP tracks 
TEOG allocations and payments to 
institutions in a separate TEOG ledger. 
Per existing written procedures, the 
TEOG ledger is to be updated and 
reconciled with CB financial reports 
(Web Focus) on a weekly basis. However, the only documentation of the 
completion of weekly reconciliations is that the date of the last reconciliation 
is recorded and updated in the ledger each time it is reconciled. In addition, 
there is no written procedure to verify that the weekly reconciliation is actually 
completed.  
 

ii. A written procedure should be added that verifies and documents that weekly 

reconciliations are completed. (SFAP updated their written procedures during 

the audit to include this recommended written procedure.) 

 

D. Provide written procedures for documenting reconciliation of end of fiscal year totals 

between the TEOG ledger and THECB financial reports. 

i. As noted above, per TEC § 56.403(c), 
the total amount of TEOG grants cannot 
exceed available funds and TEOG 
allocations and payments to institutions 
are tracked in a separate TEOG ledger 
maintained by SFAP. An End-Of-Year 
ledger is kept for each fiscal year. 
Although there are TEOG ledgers for 
FY15 and FY16, they do not clearly show 
the status at the end of the fiscal year.  
 

ii. A snapshot of the activity through the end of the fiscal year should reconcile 
the activity and final totals in the CB financial reports (Web Focus) to the TEOG 
ledger. This reconciliation will allow tracking of amounts remaining at the end 
of the fiscal year that need to either be returned to the state or, if possible, 
transferred to the next fiscal year.  
 

iii. A written procedure should be added that provides for reconciling and 
documenting the TEOG ledger to the CB financial reports (Web Focus) as of 
the end of the fiscal year. (SFAP updated their written procedures during the 
audit to include this recommended written procedure.) 
 

 

TEC § 56.403(c): “The total 
amount of grants awarded 
under the grant program may 
not exceed the amount available 
for the program from 
appropriations, gifts, grants, or 
other funds.” 

TEC § 56.403(c): “The total 
amount of grants awarded 
under the grant program may 
not exceed the amount 
available for the program from 
appropriations, gifts, grants, or 
other funds.” 
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E. Provide written procedures for documenting reconciliation of the TEOG Ledger and the 

Financial Aid Database (FAD) final report.  

i.  As noted above, per TEC §   
56.403(c), the total amount of TEOG 
grants cannot exceed available funds 
and TEOG allocations and payments 
to institutions are tracked in a 
separate TEOG ledger maintained by 
SFAP. An End-Of-Year ledger is kept 
for each fiscal year. Although there 
are TEOG ledgers for FY15 and FY16, they do not clearly show the status after 
final reconciliation with FAD.  
 

ii. All final activity for the academic year should reconcile the activity and final 
totals in the CB financial reports (Web Focus) and final FAD reports to a final 
TEOG ledger. This reconciliation will allow reconciliation of amounts actually 
paid and used by the institutions at the end of the academic year as recorded 
on the FAD report with the final TEOG ledger and the corresponding activity in 
the CB financial reports (Web Focus). This will provide a final verification and 
documentation that funds expended did not exceed available funds for the 
program as required by statute.   
 

iii. A written procedure should be added that provides for reconciling and 
documenting a final TEOG ledger to the final FAD report. (SFAP updated their 
written procedures during the audit to include this recommended written 
procedure.) 
 

Recommendations 

 

Revise written procedures and documentation to further document internal controls, 

processes and procedures, including: 

a. An annual eligibility review should be performed prior to allocation and/or prior to 

April 1, and written documentation should be maintained of the review.  Eligibility 

review should include review of statutory eligibility (TEC § 56.401), accreditation, 

and a valid MOU effective through the period corresponding to the allocation. 

b. Written procedures for calculation of the maximum award amount should include 
annual review of statute and rules as well as calculation processes specific to TEOG.    

c. A written procedure should be added that verifies and documents that weekly 
reconciliations are completed. 

d. A written procedure should be added that provides for reconciling and documenting 

the TEOG ledger to the CB financial reports (Web Focus) as of the end of the fiscal 

year. 

e. A written procedure should be added that provides for reconciling and documenting 
a final TEOG ledger to the final FAD report. 

 

TEC § 56.403(c): “The total 
amount of grants awarded under 
the grant program may not exceed 
the amount available for the 
program from appropriations, gifts, 
grants, or other funds.” 
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Management response 

 

Management agrees with these recommendations.  The FY 2018 allocation process included 

additional eligibility review, and the FY 2019 allocation process will include formalized written 

procedures to verify eligibility of each participating institution prior to an allocation calculation.  

As noted in the audit report, SFAP has already updated their written procedures to include 

the recommendations outlined in 1B, 1C, 1D, and 1E. 

 

Implementation Date 

 

May 15, 2017 

 

Responsible Party 

 

DeChà Reid, Director, Financial Aid Services 

 

 

2. Coordinating Board rules regarding the TEOG maximum award amount require 
change to provide clarity and support for current calculation practices. 

 
Coordinating Board rules regarding the 

TEOG maximum award amount require 

change to provide clarity and support for 

current calculation practices. The TEOG 

maximum award amount is to be 

calculated by THECB as required by statute 

(TEC § 56.407(a)) based on an “average 

statewide amount of tuition and required 

fees” for eligible institutions. Currently, for 

TEOG, SFAP calculates the “average 

statewide amount of tuition and required 

fees” separately for each institution type (public junior colleges, public technical institutes, 

and public state colleges).  
 

 Practically, combining all entity types into one group and calculating an average of all entity 

types together would not provide a workable maximum award due to the obvious differences 

between public junior colleges, public technical institutes, and public state colleges. 

 

 The agency’s position that “average statewide amount” means the average amount for each 

institution type and not a combined average, could be more explicitly supported through a 

change to the corresponding rules defining ”average statewide amount of tuition and required 

fees.”     

  

TEC § 56.407(a), “The amount of a grant 
under this subchapter for a student enrolled 
full-time at an eligible institution is the 
amount determined by the coordinating 
board as the average statewide amount of 
tuition and required fees that a resident 
student enrolled full-time in an associate 
degree or certificate program would be 
charged for that semester or term at eligible 
institutions.” 
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Recommendation 

 

Add a definition for “average statewide amount of tuition and required fees” to CB rules to be 

an average of tuition and fees by institution type, to provide clarity and support for the CB 

calculation procedures of maximum award amounts.  

 

Management Response 

 

Management agrees with this recommendation. TAC Title 19, Part 1, Chapter 22, Subchapter 

M will be revised to more clearly delineate separate calculations of the TEOG maximum for 

public community, state, and technical colleges.  This adjustment will occur in time for the FY 

2019 calculation. 

 

Implementation Date 

 

January 31, 2018 

 

Responsible Party 

 

Charles W. Puls, Deputy Assistant Commissioner, Student Financial Aid Programs 

 

 

3.  SFAP rules and procedures, regarding return of funds and reconciliations by 
institutions, require further improvement to reduce late return of funds and 
potential underutilization of TEOG funds.  

 

SFAP rules and procedures, regarding 

return of funds and reconciliations by 

institutions, require further improvement to 

reduce late return of funds and potential 

underutilization of TEOG funds. TEOG funds 

are returned by institutions to the CB late in 

the fiscal year, too late to reallocate the 

returned funds, resulting in a potential 

underutilization of TEOG funds. For FY16, many institutions (27/57) returned funds after June 

1, leaving a balance in the TEOG account of over $280,000 that was unable to be reallocated. 

Twelve of the End-of-Year refunds were over $10,000, indicating that the institutions are likely 

reconciling their TEOG funds just once, just prior to submitting their EOY report, instead of 

reconciling on a monthly or semester basis. 

TAC Rule General Appropriations Act 
for 2016-17 Biennium Page III-52, 
Riders 46 & 47  for funds appropriated or 
transferred into TEOG,   “any unexpended 
balances on hand at the end of fiscal year 
2016 may be carried over to fiscal year 
2017 for the same purpose” 
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SFAP has previously provided instruction to institutions to reconcile on a regular basis. In 

addition, for FY18, the TEOG End-Of-Year report is expected to be replaced with an updated 

FAD report that will be required several times a year that approximately corresponds to the 

end of each semester. However, these changes are not expected to drastically change the 

reconciliation frequency of institutions. The practice of many institutions of reconciling 

infrequently, or just once prior to the final report, causes late returns and reallocation 

challenges. While the agency has unexpended balance authority to transfer TEOG funds 

between fiscal years during the biennium, it does not have such authority to transfer 

unexpended balances from one biennium to another.  

  

Recommendations 

 

Implement expected changeover from EOY reporting to approximately semester reporting 

using an updated version of FAD to encourage institutions to reconcile on a more frequent 

basis, reducing return of funds late in the year. In addition, a process that requires a student-

by-student record submission, prior to requesting funds, similar to the Common Origination 

Disbursement (COD) process that the Department of Education uses for institutions to report 

should be considered to improve institutional reconciliation practices, reduce end of year 

refunds, and reduce end of year balances.  

 

Management response 

 

Management agrees with this recommendation.  As noted in the audit report, the frequency 

of submission for student-by-student reporting will be increased for FY 2018, which will 

require institutions to reconcile data earlier in the year.  The increase from one to three 

submissions of the FAD, and the subsequent elimination of other duplicative reports, is the 

first step toward an effort to require more frequent reconciliation. SFAP envisions that 

additional submissions will be required in future years to further support reconciliation efforts. 

 

Implementation Date 

 

February 28, 2018 (this is the first submission deadline for the new FAD cycle) 

 

Responsible Party 

 

DeChà Reid, Director, Financial Aid Services 
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4.  Policies and procedures regarding user access to TEOG data in the EOY database 
require improvement to provide periodic review for inappropriate access that 
could potentially result in the loss of integrity and accuracy of TEOG data. 

 

Policies and procedures regarding user access to TEOG data in the EOY database require 

improvement to provide periodic review for inappropriate access that could potentially result 

in the loss of integrity and accuracy of TEOG data. Access to TEOG data in the EOY database 

is overly broad, allowing potential unauthorized modification.  

 

CB Policy HH-10-F-II-c requires that owners of 

data specify for the custodians what access 

controls need to be placed on the data. SFAP 

is the owner of the EOY data in the Structured 

Query Language (SQL) database and 

Information Solutions and Services (ISS) is the 

custodian of the SQL database. 

 

CB Policy HH-13-D-III requires that the 

division designated as the owner of the 

application is responsible for regularly 

reviewing the list of staff that have access to 

the application and ensuring that 

authorization is revoked for all staff that no 

longer require access. Because of the 

differences in policy in responsibility of data 

ownership and application ownership, 

existing policy and procedures do not clarify responsibility for periodic user access review of 

the EOY database portion of the SQL application.  

 

The policy conflict was discovered because user access to the EOY database has not been 

recently reviewed and is over broad. Currently, SFAP staff have modify access to the EOY 

database, even though current practice is for ISS to make any modifications, not SFAP staff. 

If there is a need to change the data in the EOY report, a request is sent by SFAP to ISS to 

make the change. No instances of inappropriate access by SFAP staff were identified for the 

time period reviewed (FY16).  

 

As the data owner, SFAP has not been receiving nor reviewing semi-annual reports of the 

user access to the EOY portion of the SQL application. For example, one user account, that 

has been inactive for network access, has been included in the application user list for over 

five years. In addition, modify access for SFAP staff for the EOY reports has not been revised 

to reflect actual procedures and need.  

 

CB Policy HH-10-F-II-c requires that 
“Owners of data shall specify for the 
custodians what access controls need to 
be placed on the data.” 
 
 
 

CB Policy HH-13-D-III requires that 
the division designated as the owner of 
the application is responsible for regularly 
reviewing the list of staff that have 
access to the application and ensuring 
that authorization is revoked for all staff 
that no longer requires access. 
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TEOG End of Year (EOY) reports are received from each institution to support the TEOG grant 

allocations disbursed to each institution. The reports contain student level data used to 

monitor institutional compliance with TEOG rules and guidance. Although SFAP staff may have 

a legitimate educational interest to have read-only access to review the data, their current 

access to modify the data is beyond current practice and need. 

 

Recommendations 

 

Review user access permissions for the EOY database and implement changes to access 

permissions that align with actual practices and need. Update user review procedures to 

ensure thorough periodic review of user access permissions for database access. Revise 

policies to clarify potential conflict of periodic user access review between data owner 

responsibility and application owner responsibility. 

 

Management response 

 

Management agrees with these recommendations.  SFAP will work with ISS to incorporate 

the EOY databases into the list of applications that are reviewed for appropriate user access 

on a quarterly basis.  SFAP’s user access review procedures will be updated to reflect the 

periodic review, as well as clarify the responsibilities of SFAP as owner of both the data and 

the application.  With the upcoming change to the FY 2018 FAD, FY 2017 is the last year in 

which data will be added to the EOY databases. 

 

Implementation Date 

 

Quarterly Review for September, 2017 

 

Responsible Parties 

 

Andy Thomas, Sr. Reports Analyst, Student Financial Aid Programs 

Zhenzhen Sun, Interim Assistant Commissioner, Information Services and Solutions 
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Committee on Agency Operations 
 

Agenda Item VII-A 
 
 

Consideration of adopting the staff’s recommendation to the Committee relating to the Annual 
Compliance Monitoring Plan for Fiscal Year 2018 
 
 
RECOMMENDATION: Approval 
 
 
BACKGROUND INFORMATION: 
 

In accordance with Texas Administrative Code Section 1.13 Internal Auditor and 
Compliance Monitoring, the Compliance Monitoring function has developed the risk-based 
Annual Compliance Monitoring Work Plan for Fiscal Year 2018.  The Annual Compliance 
Monitoring Work Plan for Fiscal Year 2018 presents the individual engagements to be performed 
in fiscal year 2018. 
 

The Fiscal Year 2018 Annual Compliance Monitoring Work Plan is attached.  Mark Poehl, 
Director of Internal Audit and Compliance will present this item to the Committee. 
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TEXAS HIGHER EDUCATION COORDINATING BOARD 

INTERNAL AUDIT & COMPLIANCE MONITORING 

Compliance Monitoring Plan 

Fiscal Year 2018 

Specific risk factors from Texas Administrative Code Section 1.13 Internal Auditor and Compliance 

Monitoring, were used to develop the Compliance Monitoring Annual Plan.  These factors included: 

 The amount of student financial assistance or grant funds allocated to the institution by the Board;
 Whether the institution is required to obtain and submit an independent audit;
 The institution’s internal controls;
 The length of time since the institution’s last desk review or site visit;
 Past misuse of funds or misreported data by the institution; and
 In regard to data verification, whether the data reported to the Board by the institution is used for

determining funding

Risk-Based Reviews Hours        %   

1. Formula Funding at Institutions  of Higher Education 375   22% 

Perform reviews of contact hours at public community/junior colleges and formula 
variable reviews at other public institutions of higher education. Formula funding 
for institutions of higher education totals approximately $4.6 billion annually. 

Public Universities – 1 institution, based on risk assessment 
Desk Reviews 
Sam Houston State University 

Public Community/Junior Colleges – 1 institution, based on risk assessment 
Onsite Reviews 
Amarillo College 

2. Student Financial Assistance Compliance at Institutions of Higher Education 1,350    78% 

Perform compliance reviews of student financial assistance programs at public 
community/junior colleges or other public/private institutions of higher education.  
Student financial assistance disbursed to colleges and universities in Texas totals 
approximately $930 million annually. 

Public Universities – 2 institutions, based on risk assessment 
Onsite Review 
Texas Tech University 

Desk Review 
Texas Southern University 
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Public Community/Junior Colleges – 3 institutions based on risk assessment 
Onsite Review 
Lone Star College System 
San Jacinto College District 

Desk Review 
Northeast Texas Community College 

Private Universities - 1 institution, based on risk assessment 
Onsite Review 
University of Mary Hardin Baylor 

Public Health Related Institutions  - 1 institution, based on risk assessment 
   Onsite Review 

The University of Texas Medical Branch at Galveston 

TOTAL RISK-BASED REVIEWS 1,725     100% 

Completion of FY17 Risk-Based Reviews      Hours       %    

1. Formula Funding at Institutions  of Higher Education   1,125    75% 

6 institutions

2. Student Financial Aid Compliance at Institutions of  375   25% 

Higher Education

2 institutions

TOTAL COMPLETION of FY17 REVIEWS   1,500      100% 

Follow-Up Reviews   Hours   %  

3. Formula Funding at Institutions  of Higher Education   1,000  53% 

9 institutions

4. Student Financial Aid Compliance at Institutions of  900     47% 

Higher Education

9 institutions

TOTAL FOLLOW-UP REVIEWS  1,900    100% 
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Agenda Item VII-B 
 

 

Update on Compliance Monitoring Reports and Activities 

 

 

RECOMMENDATION: No action required 

 

 

BACKGROUND INFORMATION: 

 

Update on Compliance Monitoring Reports 

 

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

April 2017 Agency Operations Committee meeting. The final reports are attached. A seventh 

final report, An Audit of Formula Funding at Tyler Junior College, was completed in December 

2016 and is handled as a separate agenda item.  

 

Formula Funding Engagements Completed 

A Follow Up Audit of Formula Funding at Navarro College (no findings) 

A Compliance Desk Review of Formula Funding at Texas Woman’s University (no findings) 

 

Financial Aid Engagements Completed 

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

A Compliance Desk Review of Tuition Equalization Grant at Texas Wesleyan University (no 

findings) 

A Compliance Desk Review of Tuition Equalization Grant at Howard Payne University (no 

findings) 

A Compliance Monitoring Audit of the Texas Educational Opportunity Grant (TEOG) at Houston 

Community College System (1 finding) 

 

Projects In Progress Stage of Project 

Sul Ross University Rio Grande – Formula Funding Fieldwork 

The University of Texas at Austin – TEXAS Grant Fieldwork 

Texas A&M University-Corpus Christi – Texas Grant Fieldwork 

 

Other Compliance Monitoring Activities 

 Prepared FY 2018 Compliance Risk Assessment and Audit Plan 

 

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

will present this item to the Committee. 
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Committee on Agency Operations 

 

Agenda Item VII-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 

 

 

Recommendation: Discussion and consideration of financial consequences, if any, for Tyler 

Junior College as a result of the findings in Audit Report No. THECB-CM-FF-16-005 

 

 

Background Information: 

 

Coordinating Board Compliance Monitoring issued a final report on An Audit of Formula 

Funding at Tyler Junior College, dated December 15, 2016.  The audit concluded that Tyler 

Junior College had not complied with Coordinating Board rules and state law for enrollment data 

used for formula funding, in the area of continuing education contact hours.  Tyler Junior 

College did not meet the “immediate employment” aspects of TAC 9.1(5) for continuing 

education contact hours reported for students 17 years of age and under. 

 

As a result of the non-compliance, Tyler Junior College received $91,870 of formula 

funding for the 2016-2017 biennium that it was not eligible to receive.  This error represented 

.32% of formula funds received and 6.7% of continuing education formula funds received for 

the biennium. 

 

Tyler Junior College asserts in its management response, in part, that the College placed 
emphasis on TEC 130.003 (e) which states: The purpose of each public community college shall 
be to provide: (7) work force development programs designed to meet local and statewide 
needs.  To this end, the College interpreted the ability to work in Texas at age 16 as satisfying 
the immediate employability construct for entry level occupations.  Tyler Junior College states 
that in the interest of finding a reasonable solution, the College’s Board of Trustees and 
administration recommends reimbursement to the state in the amount of $9,484 per year for 
two years, for a total of $18,968, for students served who were under the age of 16. 
 

Rider 7 Adjustment of Contact Hours, General Appropriations Act, 84th Legislature, 

states, “Texas Higher Education Coordinating Board is authorized to review the accuracy of the 

contact hour data reported to the Coordinating Board by community college districts.  In the 

event of data reporting errors, the Coordinating Board is authorized to adjust the fiscal year’s 

formula appropriations as necessary to reflect the corrected data elements.”  Thus, this agenda 

item provides the board the opportunity to consider the appropriateness of such an adjustment. 

 

The final audit report is attached.  Mark Poehl, Director of Internal Audit and Compliance 

will present this item to the Committee. 
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AGENDA ITEM 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. 

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. 



 

EMERGENCY CONSIDERATION 

Agency Operations Committee 
 

Agenda Item IX-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 
 
 
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, R.S. The amendments are being 
adopted on an emergency basis pursuant to Section 2001.034 of the Government Code, which 
allows a state agency to adopt an emergency rule if a requirement of state or federal law 
requires adoption of the rule on less than 30 days’ notice. The rule will be in effect for 120 days 
and may be renewed once for not longer than 60 days. During this time, the rule will be posted 
for a 30-day comment period and will be presented for Committee approval at the next 
quarterly meeting. 
 
 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, R.S. 

 
The Higher Education Coordinating Board made the finding that this amendment should 

be adopted on an emergency basis, pursuant to Section 2001.034 of the Government Code, 
because the new statutory provisions, which will go into effect on September 1, 2017, affect 
eligibility for benefits. 
 
Legal Review: 
Approved by the Office of General Counsel:  ____________________ Date: ________________ 
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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 



 

Agenda Item IX-A          Page 2 
 
 
(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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