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What the Audit Recommendations Status Report Is All About 

  

 
 
The State Auditor’s Office Audit Recommendations Status Report 
contains information reported by state agencies regarding their 
progress in implementing significant SAO audit recommendations.  
Most recommendations in this report were issued on or after 
September 1, 1997. Information is reported “as of” June 30 and 
December 31. 
 
Every six months, the State Auditor’s Office requests that agencies 
submit updated information on the implementation status of 
significant recommendations.  The SAO compiles the information into 
this report. 
 
Brief descriptions of the information in this report are listed below: 
 
 Report Name and Number – Recommendations per agency are 

organized in order according to the report in which they appeared. 
 
 Finding – A very brief version of the reported finding is included.  

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

 
 Recommendation – Significant recommendations for each finding 

are listed.  Agencies report status for each recommendation listed. 
 
 Status Reported by Agency – Agencies report one of the following 

status categories for each recommendation: 
 

- Implemented 
- Partially Implemented 
- Factors Delay Implementation 
- No Action Taken 
- Do No Plan to Take Corrective Action 
- Other 

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

 
 Implementation History – When applicable, previously reported 

progress toward implementing a recommendation is included. 
 



What the Audit Recommendations Status Report Is All About 

  

 
 Target Date – Agencies report the current date planned for full 

implementation of each recommendation. 
 
 Contact – The agency identifies the person who can provide 

additional information about a particular recommendation. 
 
 Verified by – Agencies indicate if implemented recommendations 

have been verified by an independent source such as an internal 
auditor. 

 
 Management’s Response from Original Report – A synopsis of 

agency management’s response to the published 
recommendation. 
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Agency No. 303 

General Services Commission 

An Audit Report on Management Controls at the General Services Commission 
SAO Report No. 97-080, August, 1997 

Finding 1: 11 Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Failure to correct long-standing problems indicates ineffective oversight and a lock of accountability. 

Recommendation 

Develop a ciear chain of 
agencywide 
accountability for 
improvements. 

Status Reported by Agency 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 911/98 

The Agency has developed an accountability policy. The policy requires 
every employee to have a detailed Job description and list of job 
responsibilities on file. A large percentage of the Agency's employees have 
tailor-made job descriptions that have been discussed and agreed upon. 
However, there are a couple of divisions within the Agency that have 
recently been reorganized or restructured. Employees affected by the 
above changes may not have tailor-made job descriptions developed by 
June 30, 1998. In addition, there are key positions within some divisions that 
ore vacant. Specific job responsibilities will be outlined, discussed, and 
agreed upon once the positions are filled. 

The policy also requires each level of management to review applicable 
statutes, rules, policies, and procedures with their staff. In addition, the policy 
established guidelines for disciplinary "actions for non·performance of job 
responsibilities or violations of statutes, rules, policies or procedures. 

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

Implementation History 

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

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

.................................................................. ..!.~!?!~:9!?.f.!s:Y~ .................................................................................................................................................... . 
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Agency No. 303 

General Services Commission 

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

Failure to correct long-standing problems indicates ineffective oversight and a lack of accountability. 

Recommendation 

Develop a clear chain of 
agencywide 
accountability for 
improvements. 

Continued 

Assign responsibility for 
implementing changes. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

The Agency participated in the 1998-1999 U.T. School of Social Work Survey 
of Organizational Excellence. The survey period was from January 13 
through March 16. 1998. The Agency had a response rate of 56"10. The survey 
results were aVailable in May and shared with staff members a1 the 'All Staff 
Seminars.' The Agency also devoted a large part of its June newsletter to 
answering questions asked during the seminars. 

The Agency will be conducting seven focus groups on August 4th. 5th. and 
6th. to receive additional feedback from staff on the survey results, The focus 
groups will be facilitated by the UJ. School of Social Work and the vendor 
(Spectrum) conducting the Agency's needs analysis. 

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

Implementation History 

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

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

Contact: Jerry Williams, Associate Deputy 

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

Job Descriptions: The Agency has developed a standardized format to use 
when identifying an employee's essential functions and Job responsibilities. A 
majority of the divisions will have developed tailor-made job descriptions by 
June 30, 1998. However, due to some recent restructuring. some divisions will 
not be able to meet the June 30th deadline. For example, as a part of 
restructuring one division, employees assumed new roles and in some cases 
key managerial positions were created. Job descriptions for the newly 
created positions will be completed as soon as the positions are filled. 

Performance Evaluations: The Agency Is emphasizing the necessity to have 
up-to-date performance evaluations for all employees. The Human 
Resources Division has developed an improved system to track the status of 
performance evaluations. The system sends out notices identifying due 
dates and reminders when evaluations become delinquent. Each 
management level employee has the responsibility for monitoring 
evaluations and ensuring all are complied in a timely manner. 
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Agency No. 303 

General Services Commission 

Finding 1: erall Status as of 6/30/98: PARTIALLV IMPLEMENTED 

Failure to correct long-standing problems Indicates Ineffective oversight and a lack of accountability. 

Recommendation Status Reported by Agency 

ImpJementatjon History 

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

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

Contact: Jerry Williams, Associate Deputy 

Hold responsible Individuals Status as of 6/30/98: PARTIALLY IMPLEMENTED 
accountable. 

Target Date: 9/1/98 

As previously stated, the Agency has developed a standardized format to 
use when identifying an employee's essential functions and job 
responsibilities. A majoritf of the divisions will have developed tailor-made 
Job descriptions by June 30, 1998. However, due to some recent 
reorganizations, some divisions will not be able to meet the June 30th 
deadline. 

Implementation History 

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

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

Contact: Jerry Williams, Associate Deputy 

Management's Resoonse from Orlainal Reoort: 

.. Process for assessing root causes was initiated. 

.. Strategies for implementing a system of management controls will be developed and prioritized. 

.. Internal and external audit reports will be used to identify problems. 

STATE AUDITOR'S OFFICE 
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Agency No. 303 

General Services Commission 

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

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

Recommendation 

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

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

Status Reported by Agency 

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

The Agency held an 'All Staff Seminar' in January 1998 and In April 1998. The 
way in which the Agency has operated in the post and will operate in the 
future was discussed during those sessions. 

The Agency has also developed an accountability policy. However, as 
previously stated, the policy has not been fully Implemented by all divisions 
within the Agency. 

Implementation History 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Dote: 1/1/98 

On January 21 ,22, 1998, executive management will hold an 'All Staff 
Seminar" to discuss management's vision for the Agency. The Agency's 
culture and operating style will also be addressed. An accountability policy 
will be developed and implemented by 1/1/98. 

Contact: Tom Treadway, Executive Director, and Executive Stoff 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 911/98 

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

Implementation History 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Dote: 3/31/98 

The Associate Deputies are scheduled to meet with Division Directors under 
their authOrity. Each director will be responsible for identifying the critical 
areas within their division. Division Directors will also be required to develop 
Intemal procedures for monitoring the critical areas. Periodic monitoring will 
be performed on the critical areas. Noncompliance and compliance will be 
reported to the appropriate deputy on a schematic basis not yet 
determined. 

Contact: Jerry Williams, Associate Deputy 
•• H"~n ............................ ~ ........... un.u •••••••••••••• u.nn~ ... u ... n ....... ~ ........ u •• n ... Hun .... n ••• n .. u.n.U ................................................ u .................... uu~u ....... nH •••••••••••••• u ••• ~ ....... . 
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Agency No. 303 

General Services Commission 
----------------------------------------------------
Finding 2: ~ Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

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

Recommendation 

Address specific issues 
related to procurement of 
goods and services, 

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

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

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

Implementatjon History 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Torget Date: 2/28/98 

The Agency developed and implemented a policy related to the 
procurement of raw land. Detail RFP procedures related to raw land will be 
developed by 2/98. 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date; 811/98 

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

Implementation History 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Dote: 8/1/98 

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

Contact: Carl Mullen, Deputy Executive Director 

MaD...agement's Response from OrigInal ReQQ!f: 

Management provided a five point-action plan to address issues related to procurement, construction 
seNices, and raw land. Management provided procedures to ensure rates and fees were evaluated. 
Management committed to identifying and evaluation other optIons for property in fiscal year 7998, The 
Human Resources Office implemented new procedures for merit increase and reclassifications. 
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Agency No. 303 

General Services Commission 

Finding 3-B: II Overall Status as of 6/30/98: PAR-riALLY IMPLEMENTED 

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

Recommendation Status Reported by Agency 

Enhance expertise In Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/2/98 
crucial methodologies (like 
rate setting and cost The Agency developed a valid and consistent methodology for buy versus 
benefit analysis) by build versus lease in May 1998. The Ci1y of Austin's Real Estate Division has 
acquiring expertise in- agreed to perform a third party review of the methodology. The City of 
house or contracting out Austin's review is expected to be completed by July 2, 1998 
for services. 

ImplementatjQo Historv 

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

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

ManaQement's ResQonse from Orir;)inal Reaort: 

By 6/1/98, management will establish a valid and consistent methodology for buy versus build lease. 

Finding 3-e: ~ Overall Status as of 6{30/98: PARTIALLY IMPLEMEN'rED 

Information systems do not provide adequate and timely information needed to monitor agency 
performance. 

Recommendation 

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

Status Reported by Agency 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/4/98 

The contract of the Agency's needs analysis was awarded on May 12, 1998. 
The vendor receiving the award was Spectrum, Inc. The first deliverable will 
be provided on June 30, 1998. 

Because of the delay in awarding the contract, the needs analysiS will not be 
completed by June 1998, as Initially expected. Instead, the prOjected 
completion date will be in September 1998. 

ImplementotiQo !:listolY 

Status as of 12/31 {97: PARTIALL V IMPLEMENTED Target Date; 6/30/98 

A Request for Proposal (RFP) was published in the December 29. 1997. issue 
of the Texas Register. Twenty-five packets were mailed to potential bidders. 
Responses to the RFP are due January 29, 1998. Evaluations of the responses 
to the RFP are due January 29, 1998. An evaluation of the responses will be 
completed by February 14, 1998. Prior ta evaluating the responses. training 
on how to evaluate the responses will be submitted to the Executive Director 
by February 23,1998. We anticipate the contract will be awarded by March 
1. 1998, with completed results by June 1998. 
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Agency No. 303 

General Services Commission 
-------------------------------------------------------------------------
Finding 3·C: II Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Information systems do not provide adequate and timely information needed to monitor agency 
performance. 

Recommendation Status Reported by Agency 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7115/98 

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

Implementation History; 

Status as of 12131/97: PARTIALLY IMPLEMENTED Target Date: 3/1/98 

The needs analysis, the processes, and procedures to improve Information 
management are being reviewed 

Contact: Donna Cordes, Information Resources 

Management's Resgonse from Qri,gjnQf Report: 

Needs Analysis will be complete by 311198. 

Information Resources Steering Committee will use results to leverage availability of information a prioritize 
prOjects, 

Committee will develop long-term goals, with management concurrence, by 1111197. 

By 31 J /98, processes and procedures to improve informatIon management will be in place. 

STATE AUDITOR'S OFFICE 
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Agency No. 303 

General Services Commission 

Finding 4~A: II Overall Status as of 6/30/96: PARTIALLY IMPLEMENTED 

Recent efforts to improve project management of construction with architect/engineer services should be 
enhanced. 

Recommendation Status Reported by Agency 

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

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

Implementation History 

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

Recommendations made in prior internal audit reports are currently being 
Implemented. Justifications will be provided for recommendation not 
implemented. 

Contact: Jerry Williams and Melda Benavidez, Associate Deputies 

Management's/&saoose from QriQloal Rf:U2Qd: 

By 11/1/97, review of audIt recommendations will be completed. Valid and feasible recommendations will 
be implemented in two phases. Periodic reviews of project management activities will be fully 
implemented by 1/1/98. Written customers service feedback instrument for construction will be 
implemented by 10/1/97. 
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Agency No. 303 

General Services Commission 

Finding 4-8: II Overall Status as of 6/30/98: IMPLEMENTED 

Lack of vendor performance guidelines has allowed the agency to continue doing business with poorly 
performing vendors. 

Recommendation Status Reported by Agency 

Develop/implement an Status as of 6/30/98: IMPLEMENTED 
automated system on 
vendor's past performance Policies have been developed. authority to fill two newly created positions 
for GSC external agencies. has been granted by executive management. job descriptions have been 

developed. and the Facilities Planning and Space Management Program Is 
in the process of identifying available space, A section entitled 'Vendor 
Management' has been included as a topic in the new procurement 
training program. In addition, the new form for reporting on vendor 
performance has been developed and was issued with the 7998 State of 
Texas Procurement Manual. 

Implementation History 

Status as of 12/31/97: PARTIALLY IMPLEM ENTED Target Date: 3/31/98 

An internal committee continues to meet on a weekly basis to address issues 
that may surface as a result of Implementing the Vendor Performance and 
Debarment Program. The committee anticipates the Program will be 
operational by March 31. 1998. 

Contact: Rolando Fabrega. Business SeNices 

Mana()ement's Response from OriQinal Report: 

Policies and procedures for addressing complaints against vendors will be developed by 3/7/98, 

STATE AUDITOR'S OFFICE 
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Agency No. 303 

General Services Commission 

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

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

The LoanSTAR Revolving Loan Program lacks the ability to track, forecast, and analyze the financial 
operations of the LoanST AR Revolving Loan Program. 

Recommendation 

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

Identify the data necessary 
and develop a system to 
track information to be 
used In the ongoing 
analysis of the fund. 

Status Reported by Agency 

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

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

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

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

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

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

Manaaemenfs ResQoose from Orialnal Rf!QOJt: 

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

SECO will be incfuded in the General Services Commisslon'5 needs analysis scheduled for completion in 
May 1998. Since assessment is agency wide, the amount of time allowed to SECO's LoanSTAR Program will 
be limited. If the scope of the agency's needs analysis is not sufficient in identifying an appropriate 
information track/(lg system for the LoanSTAR Program, SECO will issue a complementary Request for 
Proposals to select a contractor to design an enhanced data integration system for the program. 
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Agency No. 303 

General Services Commission 

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

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

Recommendation 

SECO should enhance Its 
contract administration 
practices by better 
defining criteria for the 
selection of contractors to 
ensure that program 
objectives are met. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

Policies and procedures for evaluating proposals solicited through the Texas 
Register postings have been developed, The procedures Identify criteria for: 
• Selecting members of the proposal evaluation committee, 
• Establishing a review and approval process for proposal selection 

criteria, including assignment of weights, 
• Ensuring that each proposal evaluator receives a thorough orientation 

on the services requested in the solicitation and the program requesting 
service, and 

• Establishing a process which will ensure accuracy in compiling 

.................................................................. . ........... ¥..'(,9.!!:!9..~2Q.~~Qr.~: .............................................................................................................................. . 
SEeo should improve its 
contract administration 
practices by developing a 
risk assessment process to 
use In monitoring its 
contractors to provide the 
most effective monitoring 
functions given limited 
resources. 

SEeo should enhance its 
contract administration 
practices by taking 
corrective actions when 
problems are identified to 
ensure accountability with 
program requirements. 

Status as of 6/30/98; IMPLEMENTED 

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

Status as of 6/30/98: IMPLEMENTED 

The second section of SECO's Risk Assessment and Monitoring Procedures 
outlines a process to ensure that program administrators are held 
accountable for taking steps to resolve contract compliance Issues that are 
identified by SECO monitoring contractors. in a timely manner. 

ManQQement's ResPoose from Oroool RepQd: 

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

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

• Management recognizes the need and will develop poliCies and procedures, along with checklists 
and forms to document actions taken by February 27, 1998. 
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Agency No. 304 

Comptroller of Public Accounts 

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

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

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

Recommendation Status Reported by Agency 

The Comptroller's Office Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98 
should facilitate the review 
and analysis of statewide 
cost savings available from 
interagency cooperation 
such as a central service 
bureau. 

Management's Response from OrigInal ReoQrt: 

Both the Comptroller and DJR would be willing to help facilitate cooperative agreements between 
Interested agencies to pool their resources and develop a client/server environment In which tlley share 
ownership. 

DJR and the Comptroller would also be willing to help interested agencies develop a contract with a facility 
management vendor provide services. 

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

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

Recommendation Status Reported by Agency 

The Comptroller's Office Status as of 6/30/98: PARTIAllY IMPLEMENTED Target Date: 7/1/98 
should continue to work 
with agencies to determine 
Its roles and responsibilities 
regarding ISAS support. 

... U .... H ........ ~." ........ hri ......... ~ ..... " ..... _ .. H ........ U ... '" .. .. n ... u ............ u ............ ~ ......... '"" ••• d~.u ... u .. n ............. n ................ UU ... H ...... U ...... n .... ,. •• n~ ..... u.H ... '* .......... ~ ........ ,& ......... u ........... 

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

......... un.uUU •• u ...................... u ........ H................ • •••••••••••• " ••• n.~ ......... u •••••••••• "'.u ••••••••• ~ .... UH • ., ............. H ... u ........ I .. H .... 6 ................... H .............. ~ ...... u •••••••••••••••••• H.' •••••• h ••• ~. 
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Agency No. 304 

Comptroller of Public Accounts 
------------------------------------------------------------------------
Finding 2: II Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

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

I~ecommendation I Status Reported by Agency 

Manqgement's l]ewOO$§ frw OrisJinql R§pOrl: 

The Comptroller has reached an agreement with the agencies. 

The Comptroller's Office is currently finalizing the Memo of Understanding that will be made available to all 
agencies Interested in licensing the Peop/e50ft Financials product by December 10, 1997 

IMPLEMENTATION STATUS OF 
STATE AUDITOR'S RECOMMENDATIONS AS OF JUNE 30. 1998 
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Finding 3: 

Agency No. 304 

Comptroller of Public Accounts 

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

A formal plan to assist in a smooth transition from vendor support of ISAS to maintenance by the 
Comptroller's Office has not been developed. 

Recommendation Status Reported by Agency 

The Comptroller's Office Status as of 6/30/98: IMPLEMENTED as of 2/28/98 
should document and 
require sign-off from the Verified by Intemal Audit on 6/16/98. 
vendor on a transition plan. 
The plan should Include: 
determinatlon of 
documentation standards, 
the number of Comptroller 
staff members needed for 
maintenance, knowledge 
and skills needed, training 
needs, duration of vendor 
support during the 
transition, vendor skills 
needed tor transition, and 
procedure for 
maintenance staff. 

MonoQement's Response from Original RE1Qort: 

Negotiations are currently underway between the Comptroller and the subcontractor for the ISAS 

= 

modifications. Unresolved issues wIll be escalated to People5oft, who Is the primary contractor. The items 
recommended by the State Auditor have been Included as deliverab/es for the transition document. 

IMPLEMENTATION STATUS OF 
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PAGE 14 



Agency No. 312 

state Securities Board 

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

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

Formalize administrative procedures 

Recommendation Status Reported by Agency 

Formalize the Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote: 12/31/98 
administrative procedures 
for key areas of operations, The Boord has begun to expond its formal procedures, 

MqnoQement's Resoonse from Qriginql Report: 

The Boord has begun to expand the formal procedures and will continue that effort during 1998, 

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

Improve disaster recovery plan for local area ne1wori< (LAN), 

Recommendation Status Reported by Agency 

The Board should enhance Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98 
its formal disaster recovery 
plan to comply with The Board has prioritized a list of essential functions for the disaster recovery 
guidelines from the plan, 
Department of Information 
Resources to ensure that it 
can operate effectively in 
case its primary LAN files 
are destroyed, 

MafJOQement's Response from Orlglnol Reoort: 

The Board has begun to review the disaster recovery plan and will make appropriate adjustments by 
December 31, 1998, 

STATE AUDITOR'S OFFICE 
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Finding 2-8: 

Agency No. 312 

State Securities Board 

II Overall Status as of 6/30/98: PARl'IALLY IMPLEMENTED 

Provide operational information to the governing board on a regular basis 

Recommendation Status Reported by Agency 

The goveming board Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98 
members and executive 
staff identify beneficial The Commissioner has formally requested the goveming board identify the 
operational information adequacy and timeliness of operational and financial reports. 
that governing board 
members should be 
provided on a regular 
basis. Executive staff 
should ensure that each 
goveming board member 
receives it on a timely basis. 

Manaoernent's ReSDonse trom Orir;)inal Reoort: 

Staff will work with the govemingbBoard members to identify any information that the members feel would 
be beneficial as periodic supplements to the regular exception reports, and responses to speCific requests 
for information that they currently receive. 

Finding 3·A; II Overall Status as of 6/30/98: IMPLEMENTED 

Improve documentation of the employee selection process 

Recommendation Status Reported by Agency 

Document and maintain all Status as of 6/30/98: IMPLEMENTED 
ospects of the hiring 
process, including the job The Boord has revised its policies relating to the documentation of the hiring 
posting, criteria for process. 
selection. a list of 
applicants, a list of 
applicants Interviewed, 
and the reasons supporting 
the individual candidate 
selected. 

• H.H .... H ..... ·H ........ ···_·· .. ~n ............. H ................. .. ......... ~ •• u ...... U .... H.~ ..... _ .. , ....... +~ •• w ..... ~ ........ • uH •••••• h._· ••• n •••••••••••••• , •••••• _.H •••••• " •••• h • •••• ~ ••••••••• _ •.• ""u ........... _ •• _ •••• , ••••••••••••••• 

The Board should verify Status as of 6/30/98: IMPLEMENTED 
employee references. 

The Board now requires verification of employee references. 

Mi:J.D£:!gement's Re:;ponse from QrifJiool ReDorf: 

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

STATE Al'DITOR'S OFFICE 
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Agency No. 312 

State Securities Board 

Finding 3·8: ~. Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Strengthen the performance appraisal system 

Recommendation Status Reported by Agency 

The governing board Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98 
should perform an annual 

The Governing board conducted a performance appraisal of the formal performance 
appraisal of the Commissioner at its July board meeting. 

CommisSioner. 
~~ ............. n"'.'"''.Hn'''»''''''_''''~''~''''''''H''''''''~''' •• • ,~~~".""""", •••• H~ •••• "'."u.".~u""''''.h.hu'''''.n ...... u •• H ........ u •• _ ...... Utl .......... 04 .. ~U ......... H ............. , ••••• u ••• u ....... u ••••• ~ ...... "u ........ 

The Board should develop Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12131/98 
a performance appraisal The Board plans to model the formal performance appraisal system upon the 
form that is objective and 
has measurable and job-

form developed for reviewing the Commissioner. 

specific performance 
dimensions. In additfon, 
examples should be 
provided so that the 
appraisal process is fair and 
conslstentlyapplJed. 

Maoaaement's Resoonse from Oril;zinql Repod: 

The goveming board will review the Boord's performance appraisal process and make appropriate 
adjustments bV December 31, 7998. 
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AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30. 1998 

PAGE 17 



A.gency No. 320 

Texas Worldorce Commission 

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

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

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

• Number of individuals in JOBS program entering emplovment (formallv 
under Texas Education Commission) This Is the only measure of the 

...... 1---1 three that remains a Key 
Measure forTWC in FY 97. 

• Number of chfldren served through child care services: JOBS (under 
Texas Department at Human SeNlces) 

• Number of Chffdren served through child care services for low-Income eligIble 

Recommendation 

Maintain written 
procedures conceming the 
flow of Information from the 
DHS to the final reporting 
number in ABEST. 

Maintain information on 
how the calculation was 
performed. 

Status Reported by Agency 

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

State Auditor's recommendation has been implemented by TWC's Planning 
staff that report performance measures to ABEST. Measures documentation is 
being maintained according to standards in the SAO's Guide to 
Performance Measurement. This process was completed on February 28, 
1998. 

ImplementQti~m Hiif.QOl 

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

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

Contact: Fran Carr.lntemal Auditor 

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

Measures calculation worksheets are being maintained in Performance 
Measure Workbooks maintained by each measure reporting person. 

Contact: Fran Carr, Intemal Auditor 

Establish controls over the Status as of 6/30/98: IMPLEMENTED as of 2/28/98 
calculation of the measure. 

lWC's Planning stoff has completed a review of calculation methodologies 
used to calculate alilWe Key Measures, 

Contact: Fran Carr, Internal Auditor 

STATE AUDITOR'S OFFICE 
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Agency No. 320 

Texas Workforce Commission 

finding 1: I Overall Status as of 6/30/98: IMPLEMENTED 

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

• Number of individuals in JOBS program entering employment (formally 
under Texas Education Commission) This Is the only measure of the 

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

• Number ot children served through child care seNices for low-income eligible 

Reeommendc;ation I Status Reported by Agency 

Management's RespOOSJ? from Original Report: 

We have already begun developing and implementing procedures and controls for reporting all LBB 
measures in ABEST, development of guidelines on the method ot calculating measures review procedures 
to determine the accuracy of original data as reported. 

STATE AUDITOR'S OFFICE 
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Agency No. 320 

Texas Workforce Commission 

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

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

Internal audit function Is not effectively assisting management. 

Recommendation 

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

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

Status Reported by Agency 

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

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

Implementation History 

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

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

Status as of 6/30/98: IMPLEMENTED 

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

Implementation History 

Status as of 12/31/97: PARTIALLY IMPLEMEI\lTED Target Date: 2/98 

Internal Audit is In the process of revising its Intemal Audit Manual, which 
Includes procedures for evaluating management's responses to audit 
findings. These procedures will Include a requirement that all audifees 
commit to a reasonable time period for implementing corrective action. All 
projects that include procedures to follow-up on prior audit findings will 
commence within six months of the prior audit findings report date. This will 
ensure a more timely assessment of the status of outstanding implementation 
plans. 

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

STATE AUDITOR'S OFFICE 
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Agency No. 320 

Texas Workforce Commission _____ l ________________________________________________________________ __ 

Finding 1: ~ OverallStafus asot 6/30/98: PARTIALLY IMPLEMENTED 

Intemal audit function is not effectively assisting management. 

Recommendation I Status Reported by Agency 

Management's Resoonse from Qriginal Repod: 

• 
• 
• 
• 
• 

(12/96-1/'17) - Panel report on changes to audit methods and systems. 
0/97-2/97) - Develop implementation plan 
(2/97) - Have SAO review plan 
(3/97) -Integrate SAO's comments Into plan 
(4/97) - Have Commission approve plan and 1/ A Implement It 

STATE AUDITOR'S OFFICE 
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Agency No. 320 

Texas Workforce Commission 

Limited Program Effectiveness Audit of fhe Texas Workforce Commission's 
Communities in Schools Program 
SAO Report No. 98-310, December 1997 

Finding 1: Il!!erall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Program Effectiveness Performance Measures over the Communities in Schools Program are not accurate 
and reliable. 

Recommendation 

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

Status Reported by Agency 

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

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

According to TWC Application. Development, and Maintenance (AD&M) 
staff, the cost of the project is not to exceed S 118A50.00. 

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

Simplify service codes to Status as of 6/30/98: IMPLEMENTED 
capture Information that is 
useful to the state office or 
necessary for national and 
state reports 

Develop monthly reports status as of 6/30/98: IMPLEMENTED 
for the internal measures at 
the state level including 
separate reports for each 
local CIS provider 

Communicate the results of Status as of 6/30/98: PARTIAllY IMPLEMENTED 
performance measure 
reports to upper 
management and all local 
CIS providers 

Provide training to local CIS Status as of 6/30/98: IMPLEMENTED 
entities on the proper 
coding of the student 
intake forms 
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Agency No. 320 

Texas Workforce Commission 
---------------------------------------------------------------------------
Finding 1: ~ Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Program Effectiveness Performance Measures over the Communities in Schools Program are not accurate 
and reliable. 

Recommendation Status Reponed by Agency 
.u.n .. "' .. u .. n ......... " .. .,. .... n ••••••••• ~ ••• uuu ................ uun ••• u .......... HuuU ... HU .......... n .......... u.u~u •• ,...~ ••••••• .......................... u .... u .... ,. ....... UH ..... U ........ u.u .••.••••• .•• U .... nn ••• ~.~ •• U ...... H .. 

Review controls over and Status as of 6/30/98: IMPLEMENTED 
verify performance 
information during local CIS 
monitoring visits 

Develop, document. and 
Implement a disaster 
recovery plan 

status as of 6/30/98: NO ACTION TAKEN 

Will address at the appropriate time 

M.r:m!:Jaement's Response from OdOiOai Report: 

Target Date: 7/30/98 

Management concurs. The CIS State Office hired a qualified CISCMS Specialist to manage and coordjnate 
data associated with CIS performance measures. The following CISCMS actions planned for 
implementation during FY T998 should address the accuracy of data issue. 

Develop a new CISCMS application to better capture program data. 

Determine the data needed to assure accurate and reliable performance measurement, 

Revise the data collection forms and the CISCMS codes to conform to the CIS seNlce model. Will provide 
more complete, accurate and consistent data to the State Office. 

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

Develop Qualify Assurance Reports for the CIS Local Office to correct problematic data before submission 
to the State Office. 

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

Develop a year-end evaluation report for the 1996-1997 program year. 
Update the CISCMS Users Manual to reflect changes to the CISCMS codes and forms. 
Implement training of local CIS program staff on the use of the new CISCMS forms, code revIsions and 
application. 

Develop a disaster recovery program for C/SCMS data stored at the State Office. 

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

Develop an efficient archival and retrieval data warehousing process for program data. 

The C/SCMS SpecIalist will develop a Technical Support Management Svstem. 
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Agency No. 320 

Texas Workforce Commission 

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

Performance measures reported to the Legislative Budget Board (LBB) are not accurate and reliable. 

Recommendation Status Reported by Agency 

The Commission should Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
ensure the performance 
measure data reported to The actions noted for the first finding will resolve the accuracy issue with the 
the LeB is complete, data reported to the LBB. 
accurate, and reliable. 
Since the CISCMS 
database is the source for 
the results reported to the 
LBB for the CIS program, 
the recommendations for 
the program effectiveness 
performance measures 
apply to all LeB measures. 

Management's ReSDoose from Original Report: 

Problems with the accuracy of the data were related to the problem discussed above. The plan above will 
resolve the accuracy Issue with the data reported to the LBB. 

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

Performance Measure Definition regarding the administrative cost per CIS participant to include the 
administrative costs of the local CIS providers Is not updated. 

Recommendation Status Reported by Agency 

The Commission should status as of 6/30198: IMPLEMENTED 
work with the LeB to 
update the definition for The Director of Planning has submitted the proposed changes to the LBB. 
the performance measure According to the Director of Planning, the LBB has given tentative approval 
regarding administrative to the requested changes. Final approval is stili pending. 
cost per CIS participant to 
include the adminis1rative 
costs of the local CIS 
providers 

Management's ReSDoose frQm Qri"inal Report: 

The CIS State Offlce has proposed changes to the measure, which have been reV/ewed and approved by 
the Quality Assurance Department. The Director for Planning will convey these proposed changes to the 
LBB for its consideration. 
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Agency No. 320 

Texas Workforce Commission 

Finding 4: II Overall Status as of 6/30/98: IMPLEMENTED 

The Commission does not ensure CIS Expenditures ore paid on time with funds from the correct fiscal year . 

Recommendation Status Reported by Agency 

The Commission should Status as of 6/30/98; IMPLEMENTED 
ensure CIS expenditures 
are paid In a timely 
manner using funds from 
the correct fiscal year, 

Management's Response from Orjgjnal RfZPort: 

The Accounting Department wiJIlmprove communication of policies regarding timing of payments and 
funding sources with accounting staff. Noncompliance with these procedures will not be allowed, 

The CIS State Coordinator has Implemented a procedure which ensures upon receipt of an invoice for 
goods or services, an F-7 payment document wi/I be prepared within 3-5 working days and forwarded 
along with other required supportive documentation to 7WCs accounts payable section for processing. 

Finding 5: 11 Overall Status 05 of 6/30/98: IMPLEMENTED 

Accounting records for 1996 expenditures could not be located. 

Recommendation Status Reported by Agency 

The Commission should Status as of 6/30/98: IMPLEMENTEO 
review existing processes 
and procedures for 
maintaining accounting 
records and Implement the 
necessary changes to 
ensure accounting records 
are maintained property in 
the future. 

ManQ{Jement's Respoos(t from Qri~inaJ RfZPort: 

The Accounting Department records indicate that the unlocated documents were 0/1 archived at the 
State Library. Accounting has added additional review procedures to ensure that every archive listing Is 
complete and accurate prior to the Ubrary's collection. Accounting will a/so work with the State Library to 
ensure that 7WC records requests are returned complete and filed correctly by the Ubrary, 

The CIS State Coordinator will maintain copies of supporting documentation for all goods or services 
received. 
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Agency No. 320 

Texas Workforce Commission 
... ,--.. ---------------------------------------------------------------------

·;Findlng 6: II Overall Status as of 6/30/98: IMPLEMENTED 

Reimbursements to the Travel Advance Fund are not made in a timely manner. 

Recommendation Status Reported by Agency 

The Commission should Status as of 6/30(98: IMPLEMENTED 
review current policies and 
procedures over the travel 
advance fund to 
determine why existing 
procedures do not work. In 
addition, the Commission 
should develop and 
implement new travel 
advance fund procedures 
and monitor to ensure 
employees reimburse the 
travel advance fund In a 
timely manner. 

MQOQfJWlenf's Resooose from QriQInal Repqrt: 

TWC wHl explore eliminating the travel advance policy. Altemative methods will be explored to assist 
employees with travel expenses. such as direct billing and increased use of corporate credit cards. 

In the Interim, we WIll strengthen our advance collection procedures to decrease our receivable time. 
have currently col/ected four of the six past due accounts and have an agreement with the two 
indMduo/s, who no longer work at the Commission, for payment. 
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Agency No. 320 

Texas Workforce Comrr~ission 
-
Finding 7: I Overall Status as of 6/30/98: IMPLEMENTED 

Asset management controls are not adequate. 

Recommendation Status Reported by Agency 

The CommissIon should Status as of 6/30/98: IMPLEMENTED 
develop, document, 
implement, and enforce 
policies and procedures 
that provide for the 
following: 

• Compliance with the 
State Property 
Accountability Poficles 
and Procedures 

• Strict Internal controls 
written authorization 
should be required for 
all receipts, Issuances, 
transfers, and 
withdrawals of fixed 
assets 

• Training for all 
employees on the 
accountability of 
property 

• CommunicatIon of the 
policies and 
procedures to all 
employees within the 
Commission 

• PolicIes and 
procedures that are 
carrIed out as intended 
and corrective actions 
that are taken when 
needed 

• Periodic review of the 
established policies 
and procedures to 
determine whether 
they are still applicable 
and necessary 

........... u.u" •• uuu ... u_ ...... UH.U~.u~u ...... n ....... ~ .. ~_. ....... ~~".uu ••• ~ .. ~nn ..... u ........ n~M.~ •• ~ .... n ... " ...... u ... ~ .......... u ... u.u ...... n .... u ... ~ ... n.n.H ........... u." •••• HUH ..... H •• • n.,. ..... n' .................... ·u ... • •• 

STATE AUDITOR'S OFFICE 
AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998 

PAGE 27 



Agency No. 320 

Texas Workforce Commission 

Finding 7: II Overall Stotus as of 6/30/98: IMPLEMENTED 

Asset management controls are not adequate. 

Recommendation I Status Reported by Agency 

Mqnaaement'S Response from OdDinal ReDod: 

1WC's Property Management Division has been rewriting the Commission's Property Management Policies 
and Procedures. The Administration Division Is In the process of strengthening asset management controls. 
We plan to create a separate unit dedicated to asset management. This unit will be led by a manager 
who will have the authority and responsibility for developing and Implementing a strong asset 
management function. 

The CIS State Coordinator has scheduled a meeting with 1WC's Propedy Management DiviSion to discuss 
specific requirements. procedures. controls and responsibilities for maintaining assets at the cost -center 
level. The CIS State Office will/alfiata steJ2§ to implement these ~o/Jcies and procedures Immediately. 

FindingS: II Overall Status as of 6/30/98: IMPLEMENTED 

1997 Annual CIS Program Reviews were not performed as required. 

Recommendation 

The Commission should 
develop monitoring 
processes to provide 
assurance that local CIS 
providers are 
accomplishing the goals of 
the CIS program effiCiently 
and effectively and that 
state and federal funds are 
spent appropriately. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

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

Texas Worldorce Commission 

Finding 8: II Overall Status as of 6/30/98; IMPLEMENtED 

1997 Annual CIS Program Reviews were not performed as required. 

Recommendation I Status Reported by Agency 

Manaaement's ReSQQQ5e from Orlgjnol Report: 

CIS staff were not able to perform an annual review of each of the CIS local providers due to staff turnover 
and budget constraints. On September 1, 1997, program-moniforlng responsibilitIes were transferred to the 
Commission's Monitoring Department. 

The Monitoring Department has developed and Implemented a risk assessment methodology for of{ 
programs administered by the Commission Including CIS. This assessment helps identify those programs, 
contractors, and program-areas that present the highest risk to the CommIssion Our monitoring efforts will 
be focused on these high-risk areas, programs, and contractors. An annual monitoring plan is prepared to 
ensure that the entitles/areas of highest risk are monitored frequently, thus ensuring fiscal and 
programmatic accountability. 

The current CIS policy is being modified to conform to the risk based approach being used by the 
Monitoring Department. The CIS State Office will continue to provide program evaluation and technical 
assistance to local CIS providers using a risk and needs assessment of 0/122 local CIS programs. 

The CIS State Coordinator will meet regularly with the CommIssion's Monitoring Department on a regular 
basis to share and exchange Information and findings of local CIS programs. The meetings will focus on 
providing assurances thot locol CIS programs are in compliance with contractual agreements: the 
programs are operatIng efficiently and effectively; and state and federal funds are spent appropriately. 

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

1997 CIS Medicaid Reviews were not performed as required. 

Recommendation Status Reported by Agency 

The Commission should Status as of 6/30/98: IMPLEMENTED 
comply with the Medicaid 
Monitoring and Oversight 
Plan with the Health and 
Human Services 
Commission that requires 
the Commission to ensure 
that aU sub-recipients 
receiving federal Medicaid 
funds are reviewed each 
year as required by the 
pion . 
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Agency No. 320 

Texas Workforce Commission 

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

1997 CIS Medicaid Reviews were not performed as required. 

Recommendation I Status Reported by Agency 

ManaQef11<2Dt's R@QQs.e from Qr~nal R€tf)od: 

CIS stoff were not able to perform on annual review Of each of the CIS local providers due to stoff turnover 
and budget constraints. On September 1, 1997, program monitorIng responsibilities were transferred to the 
Commission's Monitoring Deportment. 

The Monitoring Department will comply with the agreement made with the Health and Human SeNices 
Commission that requires the review of all sub-reCipients receiving federal Medicaid funds. The Monitoring 
Department will conduct these reviews each year to comply with the program plan. 

Finding 10: 11 Overall Status as of 6/30/98: IMPLEMENTED 

Local CIS Providers have not submitted corrective action plans for fiscal monitoring reviews. 

Recommendation Status Reported by Agency 

The Commission should Status as of 6/30/98: IMPLEMENTED 
ensure all local CIS 
providers comply with fiscal 
monitoring policies and 
procedures for submitting 
corrective action plans for 
findings noted during fiscal 
monitoring reviews. 

Manqaement's Response from OriQinal R€tf)oct: 

Two of the three entities identified have submitted corrective acffon plans to the Commission. These plans 
were not submftted within the 30 days currently required by our procedures. We are reviewing our 
procedures to determine the most effective way to provide oversight and ensure corrective action has 
taken place. 

The two entitles that have submitted their action plans have token steps to resolve the issues noted during 
our site reviews. 
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Agency No. 320 

Texas Workforce Commission 

finding 11: I Ov@rt!1f SttdUj~ af. of &lSO/9a~ IM1'l~M~N'm6 

local CIS Providers did not comply with State Reporting Requirements for fiscal year 1997 

Recommendation Status Reported by Agency 

The CommIssion should Status as of 6/30/98: IMPLEMENTED 
ensure all local CIS 
providers comply with state 
and federal reporting 
requirements for A-l33 
audits. Additionally, the 
Commission should 
develop enforcement 
poliCies and procedures 
and sanctions for 
noncompliance with state 
and federal guidelines. 

MooC1(Jement's Response from Orig;aqf Reoort: 

The Commission does have a process for ensuring all focal CIS providers comply with state and federal 
reporting requirements tor A-133 audits. The Monitoring Department tracks each provider's compliance 
with the A-lS3 audit requirements. Providers who have not complied with the applicable requIrements are 
routinely notified to encourage their compliance. The sanction policy being developed by the Commission 
Includes appropriate levels of enforcement actions for these types of contract violations. 

There were two CIS providers that were granted extensions on their audit reports. We received the audit 
report for one of these entitles on October 15, 1997, and are currentlv reviewing its contents. The second 
provider has engaged a CPA to conduct the audit, and the CPA has assured us that we will receive the 
audit no later than January 31, 1998. 
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Agency No. 320 

Texas Workforce Commission 

Finding 12: ~ Overall Status as of 6/30/98: IMPLEMENTED 

The Commission does not ensure CIS goals link to their strategies, actions link to their goals, and 
performance measures Indentify whether or not goals are being accomplished, 

Recommendation Status Reported by Agency 

Finalize the CIS Operational Status as of 6/30/98: IMPLEMEN'rED 
Action Plan 

The CIS state office should 
also consider using the 
long-range plans being 
developed by the local CIS 
providers to develop a 
statewide long-range plan 
for the CIS program, 

In addition, a system should 
be established to 
periodically review and 
revise these plans to ensure 
that objectives are met 
and that program activities 
are addressing mandated 
r€:lqulrements, 

Man09ement's Response from Original @Wad: 

The CIS State Office completed a detal/ed draft action plan and has received comments and suggestions 
from TWC management for ImprovIng presentation of the document. The CIS State Coordinator is currently 
making changes and updates to the action plan, 

• 

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

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

Recommendation Status Reported by Agency 

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

~ment's Rf;sponse from Original RilPod: 

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

Texas Workforce Commission 

Finding 14: II Overall Status as of 6/30/98: IMPLEMENTED 

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

Recommendation Status Reported by Agency 

Update the CIS Funding Status as of 6/30/98: IMPLEMENTED 
Formula 

Monaaement's Response from Original Report: 

Accounting is assisting in writing the Funding Formula to be included in the Rules above, 

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

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

Recommendation Status Reported by Agency 

Ensure CIS Specialists Stotus os of 6/30/98; IMPLEMENTED 
ReceiVe Training 

Monaaement's Res.oODse from Orla/naf Report: 

The CIS State Office completed its first-round training of all CISCMS Specialists and backups in April 1997. In 
addition. the CIS State Office followed up with a second-round of training for CISCMS Specialists and 
backups on October 29, 1997. The CIS state Office currently has a frained CISCMS Specialist and a 
backup. The CIS State Office will maintain evidence of all training activities performed for local CIS 
programs by keeping training rosters and/or sign-in sheets of particlponts who are trained. 

STATE AUDITOR'S OFFICE 
AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998 

PAGE 33 



Agency No. 320 

Texas Workforce Commission 

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

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

Recommendation Status Reported by Agency 

Update CIS Job Status as of 6/30198: IMPLEMENTED 
Descriptions 

Additionally, the 
Commission should 
develop job descriptions 
for the five positions tor 
which there were no job 
descriptions. These 
recommendations should 
be implemented in 
accordance with the 
Commission's Performance 
Planning and Review 
Process. Contact: Kevin Baker 

Management'S Respoose from Odgiool f@port: 

The CIS State Coordinator has completed and submitted job descriptions for all current budgeted positioos 
within the CIS State Office as of November 13, 1997. Performance standards for each job descriptIon ale 
currently being developed. 
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Agency No. 325 

Firefighters' Pension Commissioner 

An Audif Report on Management Controls at the Office of the Firefighters' 
Pension Commissioner 
SAO Report No. 98·003, October 1997 

Anding 6: verall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

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

Recommendation 

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

Status Reported by Agency 

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

In Progress - (This recommendation is tied to recommendation #2 and Action 
Plan #12 - Recommendation #2) - At their quarterly Board meeting on June 
26, 1998, the Board of Trustees adopted a polley to evaluate the 
performance of contractors to the statewide Fund. Commissioner and staff 
are currently developing a comprehensive monitoring checklist from the 
Services to be Provided sections of each service provider's contract to 
evaluate contract compliance and monitor level of services being provided 
to the entire Agency. Additional monitoring systems will be developed In 
accordonce with recommendations and guidelines from SAO Publication 
No. 97-075, AsseSSing Risk In Key Accountability Control Systems (July 1997) 
and the report of the Committee of Sponsoring Organizations of the 
Treadway Commission. 

The most inherent risk to Commission operations continues to be the lack of 
personnel to establish control environment goals, perform risk assessment, 
identify control activities, complete an Implementation plan. and perform 
the monitoring function. Lack of personnel also prohibits the effective cross
training of key personnel for key functions of Agency operations. The 
Commissioner and Board will continue to proceed with efforts to exceed the 
FIE cap and hire the personnel necessary to relieve this inherent risk in 
Commission operations. 

Implementation HistQN 

Status as of 12/31/97: PLANNED/NO ACTION TAKEN Target Date: 3/10/98 

The most inherent risk In Commission operations at this point is lack of 
personnel for the available workload and the fact that the Agency and 
investment accounting for the Fund is not performed by Agency personnel. 
The present workload prohibits effective cross training and efficiency of 
operations. A person working In the capacity of a Staff Services Officer would 
allow for a full·time back up to the Program Administrator for the Statewide 
Fund. Past practice has been that only one person has performed these two 
functions. An Investment Officer! Accountant could more closely monitor the 
Investment operations of the Fund and a full-time accountant would improve 
efficiency in accounting and security issues for the Agency. The 
Commissioner will make a request to the LBB on an emergency basis to 
exceed the FTE cap and hire the personnel needed to relieve this inherent 
risk in Commission operations. 

Contact: Morris Sandefer, Commissioner 
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Finding 6: 

Agency No. 325 

Firefighters' Pension Commissioner 

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

The Commission has failed to provide basic oversight and control of commission investment activities. 

Recommendation Status Reported by Agency 

Manooement's Response from OrilJinal Rooort: 

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

The accountant should Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98 
have the ability to view on-
line, the accounts at the Effective 6-30-98, the Commission has internet connectivity through the 
custodian. Department of Ucensing and Regulation's T-1 router. The Agency address is 

ffpc.state,tx.us, for example. morris.sandefer@ffpc.state,tx.us. Also, the Board 
ofTrustees voted at their meeting on June 25 - 26. 1998. to hire State Street 
Bank as the Master Trust Custodian for the Statewide Fund, State Street will 
furnish the Fund a copy of their on-line data availability software In-Sight. and 
furnish the necessary training to enable FFPC staff to readily access 
Information related to the Statewide Fund In the areas of Accounting. 
Custody, Recordkeeping, and other Value Added SeNices. 

Implementatjon History 

Status as of 12/31/97: PARTIAllY IMPLEMENTED Target Date: 2/l5/98 

The Agency is In negotiations with Ucensing and Regulations to connect to 
their T-1 router for Internet connectivity, We are currently waiting on the 
installation of Firewall software (Proxy SeNer 2.0) for system security. 

Contact: Morris Sandefer, Commissioner 

Management's Response from OritJiDaI Reoort: 

The issue of having the abilIty to view on-line the accounts at the Custodian has been researched and will 
be discussed again. 
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Agency No. 325 

Firefighters' Pension Commissioner 

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

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

Recommendation 

Board members should 
ensure compliance with 
the Board's ethics policy In 
all aspects of their duties. If 
necessary, additional 
procedures should be 
developed and 
appropriate corrective or 
disciplinary actions should 
be taken. 

Status Reported by Agency 

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

The Trustee Handbook has been completed and issued to the Board 
Members at their April 23 - 24 Board Meeting. The Handbook contains all 
contracts, policies, procedures, latest actuarial valuation, annual report, 
strategic plan, etc. This Includes a copy of the ethics policy adopted by the 
Board. The Board will review/revise the ethics policy at their September Board 
meeting to Include language containing appropriate corrective oction 
and/or disciplinary action for Infractions of the ethics policy and references 
to 6243e.3 outlining the procedure for removal of Board Members from the 
Board. 

Implementation History 

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

A Trustee Handbook Is being developed for the Board Members thot will 
include, omong other things, a copy of the Ethics Policy. The Handbook and 
Policy will be reviewed/revised at a meeting annually. Article 6243e.3 Section 
200) lists the grounds for removal of a member from the State Board of 
Trustees. 

Contact: Morris Sandefer, Commissioner 

Manoaement's ReWonse from Orlalnal Re.ao.d: 

The Board members have been reminded of the ethics polley and wfll discuss the policy at a future 
meeting. 
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Agency No. 325 

Firefighters' Pension Commissioner 

Finding 9: II Ovarall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

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

Recommendation 

The Board should establish 
a formal process with 
written criteria to evaluate 
the performance of all 
contract providers. This 
would include the 
Investment Consultant's 
performance evaluation of 
the money managers and 
Independent performance 
evaluations of the 
investment consultant. the 
custodian, and the 
actuary. 

Status Reported by Agency 

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

At their quarterly Board meeting on June 26, 1998, the Board of Trustees 
adopted the following Policy: Stoff will monitor services provided by 
contractors as invoices covering those services are submitted to the Office 
for payment. Payment may be withheld If services have not been performed 
in accordance with the terms of the contract. Staff will provide a report to 
the Board annually (or more often if necessary) concerning each 
contractor's performance In meeting Its contractual obligations during the 
prior year. The Board will review the report provided by staff, work product 
provided by the contractor under the contract, and any other 
documentation relevant to evaluating whether the contractor has 
performed in accordance with the contract. If the Board determines the 
contractor is not meeting Its contractual obligations, appropriate action will 
be taken, up to and including termination of the contract for 
nonperformance. 
Commissioner and staff are currently developing a comprehensive 
monitoring checklist from the Services to be Provided sections of each 
service provider's contract to evaluate contract compliance and monitor 
level of services being provided. As stated in Action Plan 6 -
Recommendation # 1: written criteria is being developed by the 
Commissioner and staff in accordance with recommendations and 
guidelines from SAO Publication No. 97-075, Assessing Risk In Key 
Accountability Control Systems, July 1997, and the report of the Committee 
of Sponsoring Organizations of the Treadway Commission. 

Implementgtion History 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 6/l/98 

The Board presently has in place a formal policy to review Investment 
managers in the Master Statement of Objectives. However, this policy will be 
reviewed/revised upon the selection of a new Consultant. A policy to review 
performance of the other profeSSionals employed by the Board is under 
development. 

Management's Response from Orl!Jinai Report: 

The Commissioner will moke a recommendation to the Board on whether to implement more formal review 
criteria. 
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Finding 9: 

Agency No. 325 

Firefighters' Pension Commissioner 

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

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

Recommendation Status Reported by Agency 

The Board should establish Status as of 6/30/98: IMPLEMENTED as of 4/24/98 
a policy to decide how the 
Commission should handle The Board of Trustees at their quarterly meeting on Aprll23 - 24, 1998, voted 
unexpected changes with to adopt a policy to serve as a guideline for the Board and Staff in the 
providers of contract handling of unexpected changes to service contracts and in responding to 
services, unexpected terminations of service by contracted service providers. 

Implementation History 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Dote: 3/1 /98 

The Board is working with the Commissioner and the Assistant Attorney 
General to develop a policy to handle unexpected changes with providers 
of contract services, 

ManQaement's Response from Original ReQod: 

The Commission will establish written policy on how to handle unexpected changes with providers of 
contracted seN/ces, 
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Finding 12: 

Agency No. 325 

Firefighters' Pension Commissioner 

It Overall Status as of 6/30/98: PARlIALLY IMPLEMENTED 

The Commission does not ensure compliance with state law requiring the transfer of uninvested cash to the 
State Treasury. 

Recommendation Status Reported by Agency 

All uninvested cash Status as of 6/30/98: PARlIALl Y IMPLEMENTED Target Dote: 9/1/98 
balances should be 
transferred back into the The Board of Trustees voted at their meeting on June 25 - 26, 1998 to hire 
State Treasury, State Street Bank as the Master Trust Custodian for the Statewide Fund. 

Attached is a proposed implementation scheduled and expected timeiine 
of events as outlined In a letter to Ken Welch, Manager of Fund Accounting 
in the Office of the Comptroller. The target dote for conversion to the new 
Custodian is September I, 1998. 

Imolementation History 

Status as of 12/31/97: PLANNED/NO ACTION TAKEN Target Dote: 6/30/98 

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

Contact: MorriS Sandefer, Commissioner 

Management's Response from Orlainal RepQrt: 

The Board voted to maintain Money Market Accounts at the Custodian. 
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Agency No. 327 

Employees Retirement System of Texas 

An Audil Report on Management Controls at the Employees Retirement System 
of Texas 
SAO Report No. 98-024 , February 1998 

Finding l-A; ~ OVerall Status as of 6/30/98: NO ACTION TAKEN 

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

Recommendation Status Reported by Agency 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/1 /98 Adopt a wrHten, agency
wide definition of 
complaint. Consider using 
the definition for HMO 
complaints contained in 
Senate Bill 385, tailored as 
necessary to meet the 
System's specifiC needs. 

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

Status as of 6/30/98: NO ACTION TAKEN Target Date: 10/1/98 Require all departments 
that receive or process 
complaints to adopt 
written procedures for
complaint documentation 
and processing. 

Target date for preparing and adopting is 10/1/98. implementation will 
depend on 1/5 support availability. 

Develop a consistent Status as of 6/30/98: NO ACTION TAKEN Target Date: 10/31/98 
format for complaint logs 
and ensure that the logs Will start development soon. 
include all information 
useful for performance and 
trend analysis. 

Perform periodic Status as of 6/30/98: NO ACTION TAKEN Target Date: 10/31/98 
reconciliations of 
complaints to ensure that ! Will begin soon. 
all complaints received 
have been resolved or 
continue to be tracked. 

Status as of 6/30/98: NO ACnON TAKEN Target Date: 2/28/99 Periodically perform formal 
trend analyses of 
complaints to identify 
problems with vendors or 
with benefit plan design or 
administration. 

Will begin a quarterly review to be sent to Benefit Contracts area. 

Consider expanding the Status as of 6/30/98: NO ACTION TAKEN 
number of complaint 
categories to assist in more Plan to begin by 10/31/98. 
precise trend analysis. 

Contact: Cathy Routt, Customer Service 
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Agency No. 327 

Employees Retirement System of Texas 

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

The System should Improve Its processes used to receive, track, and analyze complaints. 

Recommendation I Status Reported by Agency 

Ma.lJ.agement'~ lS.~~QJ'?'ru~ tram OrOOa.1 lS.{2Qort: 
The ERS agrees that an agency-wide definition of complaint may be useful in improving customer service 
efficiency. Written pracedures will be established for adoption which consistently document complaints In 
all program areas. A complaint tracking system will be estabilshed for performance and trend analysis as 
well as for analyzing complaint categories. 

Finding 1-8: erall Status as of 6/30198: PARTIALLY IMPLEMENTED 

The System should Increase its use of customer satisfaction surveys to include coverage of all membership 
classes and benefit program participants . 

.......... !~.~~~~.~~~~!.!~~ .................................................................. ~!.~.~~ .. ~!e~.~~~ .. !?y. .. ~~~~.~Y.. ....................... , .............................. . 
Develop and conduct 
satisfaction surveys of the 
System's active members 
conceming all aspects of 
the System's benefit 
programs and service 
delivery. 

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

Consider periodically 
surveying health care 
providers conceming their 
satisfaction with plan 
design and individual 
vendors. 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote: 8/31/99 

Currently examining cost of outside assistance for inclusion in FV9Q budget. 
Have discussed refining current survey, using incident sUNey and using IVR 
survey. Can't promise survey will cover all aspects. 

Contact: Cathy Flautt, Customer Service 

Status as of 6/30/98: NO ACTION TAKEN Target Date: None Yet 

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

Contact: Cathy Flautt, Customer Service 

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

ERS Is currently putting together the health core programs for FV99. By 
10/1/98 they will render on opinion as to whether this recommendation is a 
good thing to do. 

Contact: Cathy Flautt and Dan stewart, Customer Service 

Mcmagement's lS.espoose from Qriainol ReQori: 

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

Employees Retirement System of Texas 

Finding l-C: ~ Overall Status as of 6/30/93: NO ACTION TAKEN 

The System should improve the efficiency and effectiveness of its process to survey retirees. 

Recommendation Status Reported by Agency 

Status as Of 6/30/98: NO ACTION TAKEN Target Date: 12/31/98 Survey recipients should be 
selected using statistical 
sampling methods. All plan 
partiCipants should be 
included in the population 
to be sampled. regardless 
of membership categories 
or length of time since 
retirement. 

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

Contact: Cathy Flautt, Customer Service 

Expand the number of Status as of 6/30/98: PARTIALLV IMPLEMENTED Torget Date: 12/31/98 
questions on the existing 
survey; refine the questions ERS is planning to do this. 
to provide more specific 
feedback on which 
processes are or are not 
warklng well; and tabulate 
responses to all survey 
questions 

Status as of 6/30/98: NO ACTION TAKEN Target Date: 12/31/98 The surveys should be 
performed less frequently, 
for example on an annual 
basis. 

This recommendation will require rewriting ERS performance measures. 

Contact: Cathy Floutt, Customer Service 

Management's ResDonse from Odglnal Reoort: 

The ERS agrees to consider the recommendation. They wllI/ool< at the cost effectiveness of possible 
Improvements. 
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Agency No. 327 

Employees Retirement System of Texas -
Finding 1-0: ~ Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Improvements are needed In the monitoring of telephone call wait times and compliance with System time 
limits. 

Recommendation Status Reported by Agency 

We recommend that the Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 07/01/98 
System Improve monitoring 
related to customer A Call Center Analyst currently looks at all reports that are generated from 
satisfaction by improving the ERS phone system. Thase include wait times, calls abandoned, etc. He is 
information on telephone developing reports to be distributed. 
call wait times and 
capturing information on 
complaints not conSistently 
processed within expected 
time frames. Contact: Cathy.Flautt Customer Service 

Management's Response from Qriglnal Report: 

The ERS agrees with the recommendation to reduce telephone calf wait time. The ERS has undertaken a 
complete reorgaolzation of its customer seNice call centers. In January 1998, the ERS will establish a 
centralized customer service call center in the Benefits Communication Division. This new center will 
provide telephone customer service support for all program divisions. 

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

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

Recommendation 

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

Consider directly 
confirming with the stated 
Insurance carriers the 
existence of coverage for 
insolvency, professional 
liability, and reinsurance. 

Status Reported by Agency 

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

ERS has chosen to use TDI certification as the most reliable source of 
information. ERS staff hos attended a TOI solvency training event ond been 
successful in getting a capital infusion in one or two cases where the HMO 
did not meet solvency criteria. 

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

ERS works directly with TO!. the regulator, rather than the Individual carriers. 
TDI rules and statutes cover insurance and solvency. 
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Agency No. 327 

Employees Retirement System of Texas 

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

We noted instances In which the System's contractor oversight procedures did not detect Of correct 
vendor noncompliance with HMO contracts. 

Recommendation Status Reported by Agency 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/l/98 Require that the physician 
termination notice 
categorize the reasons for 
termination and ensure 
that the required 45-day 
advance notice Is 
provided for terminations 
without cause. 

ERS is currently reviewing inclusion of this function in the RFP for a third party 
administrator to begin In Fiscal Year 1999. 

The scope of extemal Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/1/98 
audits of HMOs could be 
expanded to Include We are expanding the scope of our HMO audits. 
verification of several 
compliance issues either In 
place of or in addition to 
the System's 
recommended 
procedures. Contact: Jim Sarver, Benefit Contracts 

Monagement's Response from Original Rf2QQrt: 

• Will examine the feasibility of a letter of agreement with the Texas Department of Insurance (TDl) which 
would allow for additional information to be provided by the TOI to the ERS on HMO financial and 
compliance matters. 

In their bid proposals and applications, the HMOs will be required to confirm that they are In compliance 
with 01/ applicable TDI requirements. The ERS will request written confirmation tram TD; of the HMOs' 
compliance during the bidding and application reviews. The ERS will ensure that HMO files are properly 
maintained. 

The ERS is unable to comply with this recommendation. The reasons for terminaffon of a provider's contract 
are conSidered confidential and proprietary; however, in accordance with the Patient Protection Act, 
providers cannot be terminaied without due process. The 45-day advance notice is not always 
enforceable, since HMOs and providers may have 3D-day agreements: therefore, ERS will consider 
eliminating thfs provision from the agreement. 

The ERS agrees fa consider expanding the scope of Its HMO audits. 

STATE AUDITOR'S OFFICE 
AUDIT RECOMMENDATIONS STATUS REPORT />S OF JUNE 30. 1998 

PAGE 45 



Agency No. 327 

Employees Retirement System of Texas 

Finding 3-A: I Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

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

Recommendation 

The System should 
compute and report the 
Insurance fund's minimum 
fund balance reserve 
requirement using only the 
expected level of self· 

Status Reported by Agency 

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

ERS plans to work with interim legislcmve committees to clarify legislative 
Intent of computing minimum level of reserve fund. 

.1.1J~~!~2 .. S~Q!rr!~:................................ .. ................................................................................................................................................................................ . 
Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 911/99 The System should 

mandate reinsurance 
policies for purchased 
coverages and should 
approve carriers eligible to 
provide reinsurance. 

ERS plans to work with interim legislative committees to clarify legislative 
Intent of reinsurance provision. 

Contact: William Nail. Deputy Executive Director 

Man~ment·s Response from Od{)inal Report: 

computation of insurance fund minimum balance: 

The ERS disagrees with the State Auditors interpretation of this provision of the Act. 

ERS plans to work with interim legislative committees to clarify legislative intent of computing 
minimum level of reserve fund. 

Reinsurance policies: 

ERS does not believe that the auditor has properly Interpreted statutory requirements for 
reinsurance of group insurance coverage. 

ERS plans to work with interim legislative committees to clarify legislative intent of reinsurance 
provision. 
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Agency No. 327 

Employees Retirement System of Texas 
-
Finding 3·8: ~ .. Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

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

Recommendation Status Reported by Agency 

The System should begin Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 911/99 
periodically performing 
comparative studies to ERS is currently in discussions with the actuary regarding comparable 
determine whether the coverqges and reviewing available data. 
State's life, accident and 
health benefit coverages 
compare favorably with 
those provided by private 
Industry. The System may 
want to first discuss with 
legislators the criterta to be 
used in making that 
determination. Contact: Jim Sarver, Benefit Contracts 

MaoOQel11Bot's Respoose from Origioal Reoort: 

Although the ERS agrees that there is 00 formal procedure to compare coverages, the ERS relies 00 the 
expertise of ao lodepeodeot actuarial consultiog firm that has maoy clients In both the public and private 
sectors. Also, sUiveys aod data collected from membership orgaoizatloos aod oatlooal coosulting firms are 
reviewed. It is fRS' position that, overall, UGIP beoefits compare quite favorably with the private sector. 
However, fRS will review this statutory requirement with the LegIslature to determioe their Intent, 

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

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

Recommendation Status Reported by Agency 

The System should status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 6/10/98 
coordinate with the Texas 
Department of Insurance ERS has had numerous meetings with TDI to work on joint Issues. We have 
to develop procedures for already begun notifying TOI directly of all HMO complaints that we receive. 
the timely shoring of 
insurance-related 
complaints from System 
customers. 

~ .. un ........ ~ .... ~ ...... n""u"~"'.'4 ... u •••• n."n'.U'.u ......... ................... H •••••••• u .... U •• un •• h ................. uH .... H.~ ..... ' ..... n .. iI ................. un ... u ...... U ..... H .. ~ •••• n ... u •••••••• n ........... U ••• H ....... ,~ •••••• 
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Agency No. 327 

Employees Retirement System of Texas 

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

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

Recommendation Status Reported by Agency 

The System should expand Status as of 6/30/98: NO ACTION TAKEN Target Date: 2/28/99 
the annual HMO 
information request to TDI ERS Intends to do this In the next HMO selection cycle. 
to add questions 
concerning: disclosure of 
any "Management 
Conferences'TDI 
requested of HMOs; 
sufficiency of reserves; and 
results of recent TDI 
compliance audits. 

The System should Status as of 6/30/98: NO ACnON TAKEN Target Date: 2/28/98 
negotiate with the Texas 
Department of Insurance ERS intends to do this. 
to accept Similar 
Information requests 
penodically throughout the 
plan year. In addition, the 
System should follow up 
with the Texas Department 
of Insurance concerning 
any requested information 
that was not provided to 
ensure that the omitted 
response was not due to 
an oversight. 

The System should clearly Status as of 6/30/98: IMPLEMENTED Target Date: 6/3/98 
request that the Texas 
Department of Insurance ERS has begun doing this. 
certify the actuarial 
soundness of all carrier bids 
and of self-insured 
programs' contribution 
rates. It may also be 
necessary to coordinate 
with the Texas Deportment 
of Insurance concerning 
the timing of the 
information submitted by 
the System and the Texas 
Department of Insurance' 5 

subsequent performance 
of the certifications. 

n ..... _ .. u ...... n ............... n ............... ~ .. ~.n .... ~n.......... .. ••••••• u •. ,u ... " .... u ............. n •. n ........................ ···.u •• H ..... U ... ~~ .................. n.UHu ...... u •••• u ................. u.U ... UHH~ ... Hn ..... H ••••• u.n ...... " 
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Agency No. 327 

Employees Retirement System of Texas 
-
Finding 4: I Overall Status as of 6J30/9a: PARTIALLY IMPLEMENTED 

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

Recommendation Status Reported by Agency 

The System should request Status as of 6/30/98: OTHER 
that the Texas Department 
of Insurance provide, in a ERS plans to do this as coverages are due to be bid. 
form and llmeframe 
acceptable to both 
agencies, the required 
feedback to the System's 
report on coverages and 
benefits. Contact: Jim SaNer. Benefit Contracts 

Management's Respoose (rom Original Reoort: 

Employee Retiremeot System Management's Response: 

The ERS agrees that improvement may be possible In exchanging information on complaints. 

The ERS agrees. 

The ERS agrees. However. TOI does have certain statutory restrictions on releasing certain information 

The ERS agrees. However. the current requIrement presents logistical problems for both ERS and TOI. ERS 
plans to work with interim legislative committees to remove this requirement. 

The ERS agrees. 

Texas Deportment of Insurance Management's Response: 

TOI concurs with this recommendation 

To the extent permitted by low, TDI will provide aoy addlt/onallnformation that will assist ERS in securing 
coverage through well managed, finanCially sound carriers and HMOs. 

TOI will provide current information on contracting carriers to the extent it is permitted by low to share this 
informatiOn. 

If ERS does request a full certificatioo of actuarial soundness. It will be necessary for TDI to become involved 
in the process much earlier than our receipt of fRS' formal request. 

TOI believes that a response to this report may not be useful because the report merely reflects what has 
already happened. TOI agrees with the AudItor's findings that TOI pravlde coverage recommendations 
and believes it would best seNe state employees and fulfill the fntent of the legislature to have an 
opportunity. as set forth in Art, 3.f50..2§5, to offer feedback on the trustee's proposed coverage 
decisions and make recommendations before the trustee puts the coverages out for bid. 
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Agency No. 332 

Department of Housing and Community Affairs 

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

Finding I-A: ~. Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

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

Recommendation 

Improve management of 
Department funds 
awarded by addressing 
organizational and 
operational issues involving 
the Texas State Affordable 
Housing Corporation 

Status Reported by Agency 

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

The recommendations relating to organizational issues have been partially 
implemented. The Department does not transfer any funds to support the 
administration of the Corporation in any way. The Department has 
eliminated the sharing of employees with TSAHC. Management of TSAHC 
overlaps with the management of the Department only at the President 
level, as mandated by the new legislation. The Department is fully 
compensated. based upon best estimates of costs, for services provided by 
the Department to the Corporation. TSAHC has served notice on the 
Department that the Administrative Services Agreement under which the 
services are provided will terminate not later than August 31. 1998. 

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

Management reiterates its position that the commitment and expenditure of 
funds by TSAHC under the HOME program was never in jeopardy and that no 
delays not common to the program Itself were being experienced. HUD. by 
letter dated June 10. 1998.15 satisfied that 0/1 issues In Its original report dated 
January 30. 1998 have been or are being resolved. 

Contact: Daisy Stiner. Deputy Executive Director 

Manaaemeof's Response from Original Retpod: 

The Department has made the necessary improvements In its processes to award and administer federal 
funds to TSAHC. Addiflonally, TSAHC Is in the process of implementing systems to better manage awards 
received from the Department. Recent legislation passed by the 75th Legislature has provided a 
reasonable basis for establishing a separate and distinct control structure for TSAHC and for taking these 
actions. Management from both the Department and TSAHC are in the process of deV(fJloplng plans that 
address all provisions of the legislation. Staff from each entity has been assigned responsibility to implement 
their respective plans. TD. fiscal year-end J998. A separate and distinct control structure is now in effect 
for TSAHC since it now has a separate goveming board and is in the process of fully staffing its operations. 
With the exception of the office of president. no officers and employees of TSAHC share employment with 
the Department. TSAHC has been, and is, considered and treated as any other subreciplent of the 
Department. 
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Agency No. 332 

Department of Housing and Community Affairs 

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

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

Recommendation 

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

Status Reported by Agency 

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

The Department has implemented the recommendations relating to 
implementing and enforcing policies and procedures affecting the Housing 
Trust Fund award process. 

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

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

Contact: Daisy Stiner, Deputy Executive Director 

Management's Response from Oriaioa/ Reoort: 

The Housing Trust Fund operates under standard operating procedures, which have been implemented by 
management though they have not been formally adopted. The standard operating procedures wffl be 
formally adopted during the current fiscal year. The Deportment wIll enhance its standard operating 
procedure to describe in greater detail a clearly defined methodology used for the awards process and 
the procedures for developIng a Notice of Funds Availability (NOFA), which will include documentation 
standards. The procedures will attempt to standardize the time allotted for, and the provision of, notice, as 
well as the periods for response to NOFAs, once Issued 
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Agency No. 335 

Commission for the Deaf and Hard of Hearing 
" 

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

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

While reconciliations are reportedly performed at least quarterly, the Commission has not documented 
these actions or developed procedures to reconcile intemal records to records at the Commission for the 
Blind (TCB). 

Recommendation Status Reported by Agency 

Develop procedures to Status as of 6/30/98: IMPLEMENTED 
reconcile its intemal 

Procedures have been developed using input from TCB. These procedure 
records to records of the 
Commission for the 

are attached. 

Blind(TCB). Contact: Margaret Susman, Michael Pugh (TCB) 

Management's Response trom Ori.gjnQ/. ~QS2[J; 

TCB will pertorm reconciliations for the Commission under the administrative support seN/ces contract. The 
Commission will work with TCB In the development of procedures for this task. Procedures wlJl be 
developed by June 1. 1998. 

Finding 2: ~ Overall Status as of 6/30/98: IMPLfMENTED 

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

Recommendation Status Reported by Agency 

Develop an understanding Status as of 6/30/98: IMPLEMENTED 
of its information needs A template for statistical Information has been developed and will be sent to 
and evaluate and analyze Commissioners in the agency's quarterly report. 
operational information on 
an ongoing basis. 

Contact: Margaret Susman 

Management's Response from Original Report; 

A template will be agreed upon during the next Commission meeting that is scheduled for May 29, 1998. 
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Agency No. 335 

Commission for the Deaf and Hard of Hearing 

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

After the template described above is developed, reports will be provided to Commissioners on a quarterly 
basis. For the January 1998 Commissioners' meeting, the Commission prepared spreadsheets on certain 
contractor programs for fiscal year 1997. 

Recommendation Status Reported by Agency 

Provide complete. Status as of 6/30/98: IMPLEMENTED 
accurate, and timely 
Information to the Quarterly reports. which will Include the statistical template will be sent to 
Commissioners and Commissioners containing information from the quarter that ended at least 
management so that they 30 days prior to the date the report is sent to Commissioners and staff. 
can provide effective 
oversight of the 
Commission. Contact: Margoret Susman 

Mro.agement's RtZSQQllse from Original Report: 

The Commission will send quaJter{y reports before each Commlss/on meeting. The repoJts will contain 
information from the quarter that ended at least 30 days prior to the date the report Is sent to 
Commissioners and staff. 
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Agency No. 344 

Commission on Human Rights 

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

Finding l·A: ~ Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Controls over cash receipts are weak. 

Recommendation Status Reported by Agency 

Reassign job responsibilities Status as of 6/30/98: IMPLEMENTED as of 8/29/97 
to ensure proper 
segregation of duties for Fiscal policy and procedures revised 

.g.9.~.~ .. r!?S§!!p.!~.................................. . ................................................................................................................................................................................ .. 
Revise Administrative Status as of 6/30/98: IMPLEMENTED 
Directives to ensure all 
current procedures are Administrative Directive No. 63 revised 
reflected and that detailed 
procedures for handling 
cash are documented . 

•••• *.u ......................................................... , ................................................................. ..................................................... 04 •• ........................................................ ' •• 

Reconcile ali deposit 
vouchers against the 

Status as of 6/30/98: IMPLEMENTED 

Money Receipt Register to By Director of Enforcement 
ensure all checks to be 
deposited are deposited 
within the three-day 

.!.~g~!~~.~~!!.!: ..................................................................................................................................................................................................................... .. 
Log out settlement checks Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/1/98 
on the Money Receipt 
Register when the checks 
are mailed to the claimant; 
the Money I~ecelpt Register 
should also be reviewed on 
a regular basis to confirm 
all checks are properly 
handled. 

By Director of Enforcement 

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

Contact: Josephina Delgado Segura, Director of Administration and 
Special Projects 
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Finding 1-A: 

Agency No. 344 

Commission on Human Rights 

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

Controls over cash receipts are weak. 

Recommendation I Status Reported by Agency 

Manar;ement's Response from OriQioal R@JQort: 

The Commission currently has procedures and Instruments In place: however, revisions are required to 
ensure segregation of duties and enhancements of internal controls. Since the lost audit during Fiscal Year 
i 991, the Commission converted from a manual accounting system to the automated Uniform Statewide 
Accounting System (USAS). This automated conversion changed accounting procedures where the 
Commission needs to formally document this change in updating its forms, re-assignment of duties, and its 
AdministratIve Directives as a matter of policy. The Commission's reconciliation of cosh transaction 
responsIbilities will be adopted by the Director of Administration and Special Projects, who shall perform a 
weekly review and verify the Money Receipt RegIster against the deposit. The Money Receipt Register shall 
also be revised to accommodate this action for a quIck comprehensive view in status of depOSits. 
Administrative Directives shall be updated prIor to end of the current fiscal year. The Director of 
Enforcement shall ensure that 01/ settlement checks are properly handled. The Commission sholl/nitiate a 
log and procedures upon the receipt of settlement checks held in the Commission's safe, The Director of 
Enforcement shall ensure that 0/1 settlement checks are logged out when mailed/received by the 
claimant. The Money Receipt Register Log shall also be revised to accommodate verification by the 
Director of Enforcement upon performing a weekly review of status of settlement checks. 

Finding 1-8: I Overall Status as of 6/30198: IMPLEMENTED 

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

Recommendation Status Reported by Agency 

The CommiSSion should Status as of 6/30/98: IMPLEMENTED as of 11/26/97 
ensure that travel 
expenditures for (a) The Commission has adopted a policy limiting reimbursement for "actual 
Commissioners, the travel" expenses coverage by passing, adopting, and implementing 
Executive Director, and Administrative Directive No. 133 on 11/26/97. 
employees traveling on (b) Also. the agency has developed travel procedures and documentation actual expenses with the 
Executive Director are 

on travel voucher with the statement of "The expenses reflected in this 

prudent. All attempts travel voucher utilize, when applicable, state-contracted airfare and/or 
car rental rates. Acquired lodging is either at state-contracted rates, 

should be made to ensure reduced negotiated rates for conferences, seminar, etc., or minimal 
that expenditures are rates for location of overnight stay." Implemented on 9/1/97 made in accordance with 
applicable state travel Contact: Josephina Delgado Segura, Director of Administration and 
guidelines. Special Projects 

Management's Response from Oriainal Report: 

The Commission shall clearly document on travel VOUChers that It has demonstrated maximum economy 
and efficiency in expending travel funds for all employees and Commissioners Qufhori,ed by statute to 
receive actual travel expenses, Such documentation should Include but not be limited to the following: (1) 
utilize airline carriers and rental cars when necessary that are on state contracts at reduced rates; (2) 
maximize reimbursements to the Commission to recover in port or in whole travel cost for both in state and 
out of state trips: and (3) utilize conference rates or government rates at hotels. Several of these strategies 
are currently in use but have not been adequately documented on travel vouchers. 
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Finding I-e: 

Agency No. 344 

Commission on Human Rights 

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

Several Inconsistencies were noted on controls over fixed assets. 

Recommendation Status Reported by Agency 

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

*.u ........ f •••• uH ... Un,. .. u ... u ..... nU ......... UH .... n.u"'.~ n ••• ~ ... ~ •• H.HH ... u .... UH" ...... H ............. ln .... * •• u ..... uuuuu •• ~ ...... u .. u .......... n ............ uu .. u ............... Uh .... U ... u ............ u ............ HUn 

Record inventory Items on 
the SPA system when 
acquired and initiate a 
formal process to reconcile 
the general ledger to the 
Inventory balances on a 

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

Policy and procedures developed, Initiated, and Implemented. 

.. r:J!9.!).t~JY...!?9~J~;................................. .. ................................................................................................................................................................................ . 
Ensure that all Inventory Status as of 6/30/98: IMPLEMENTED as of 9/17/97 
items have a permanently 

affixed property tag stating Tags purchased and affixed on 9/17/97. 
that they are property 
owned by the State of 
Texas as required by SPA 
guidelines. Contact: Josephina Delgado Segura, Director of Administration and 

Special ProJects 

MaOCK.lSIDJent's Response from Original Report: 

The CommissIon will ensure that the separation of duties In fixed assets does occur. A second person shall 
receive and sign for Items purchased by the CommissIon. Recorded inventory will also be signed by a 
second person and reconciled to the general ledger on a monthly and yearly basis. The Director of 
Administration ond SpeclaJ Projects shall ensure reconciliation the first week of every month for the prior 
month and by September 30 for the end of the prevIous fiscal year wIth appropriate signatures. Inventory 
Items not recorded on SPA or tagged because the Commission Is/was awaiting acknowledgment of 
d&/etion from a transferring agency, The Commission does track al/ appropriate inventory on SPA. It shall 
also purchase permanently affixed tags for all inventory stating 'Property owned by the State of TexosH and 
properly affixed on all property by the end of this fiscal year, 
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Finding l·D: 

Agency No. 344 

Commission on Human Rights 

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

The Commission does not segregate responsibilities for entry and release functions in the Uniform Statewide 
Accounting System (USAS). 

Recommendation Status Reported by Agency 

Review and separate the 
entry and release functions 
that update the statewide 
accounting systems. 

Atlernate compensating 
controls such as 
monagement's review and 
approval. The review 
should include a 
comparison of source 
dacuments to the 
information entered in 
USAS, and there should be 
documentation evidencing 
the review and approval 
process. 

Status as of 6/30/98: OTHER 

The Commission initiated Internal documentation for preliminary and final 
transactions acknowledgIng management's review and authorization to 
"enter and release" by same person. Pursuant letter by State Comptroller 
doted 9/4/97 and copy forwarded to State Auditors, no agency with fewer 
than 50 FTES has fully separated transaction "enter and release" capabilities 
as of 9/15/97. 

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

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

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

Management's Response from Origiool Reoort: 

The Commission does have altemate compensatory controls of the review and approval of transactions; 
however, documentation of verification of such review is needed. The Director of Administrative and 
Spec/al Projects shall document by comparing source documents to the USAS transaction. Documentation 
shall be evidenced on Intemal financial reports currently In place. Verification by the Director of 
Administration and Special Projects shall be maintained In the accountant's office. 

Finding l·E: II Overall Status CiS of 6/30/98: IMPLEMENTED 

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

Recommendation Status Reported by Agency 

Improve documentation Status as of 6/30/98: IMPLEMENTED as of 7/23/97 
identifying non-certified 
HUB vendors as minority or Developed Intemal documentation. 
woman owned businesses. 
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Finding l·E: 

Agency No. 344 

Commission on Human Rights 

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

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

Recommendation 

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

Status Reported by Agency 

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

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

.~!:!p'p'g.tt9.!?!§!; ..................................................................................................................................................................................................................... .. 
Comply with Govemment 
Code. Sections 2161.122 
and 2161.183 by 
maintaining monthly 
information relating to the 
use of HUBs and 
calCUlating the expected 
awards of HUBs by the 60th 
day of the fiscal year. 

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

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

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

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

The Commission sholl comply with the Govemment Code 2167 In maintaining documentation and annual 
estimate of HUB contracts. The CommiSSion maintains specific documentation on all vendors; however, 
existing documents sholl be revised to include verification by vendor of HUB status. In addition to 
certification by the General Services Commission. The Commission sholl maintain this vendor information on 
a monthly basIs and shall estimate the agency's annual expected awards by the 60th day of each fiscal 
year. The Commission shoJI develop on acUon plan detailing procedures for achieving Its goal as 
identified, and in support of the agency's strategic plan. This documentation sholl be maintained in the 
purchaser's office. 

Finding 2-A: II Overall Status as of 6/3D/98: PARTIALLY IMPLEMENTED 

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

Recommendation Status Reported by Agency 

Periodically review the Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98 
duties and responsibilities of 
all positions to determine Agency personnel conducting Position Review(s) for Revising Performance 
the appropriate FLSA 
exempt or nonexempt 
status. 

Evaluations and FLSA status. 
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Finding 2-A: 

Agency No. 344 

Commission on Human Rights 

II Overoll Status os of 6/30/98: PARTIALLY IMPLEMENTED 

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

Recommendation Status Reported by Agency 

Maintain documentation Status as of 6/30/98: PARTIAlLY IMPLEMENTED Target Date: 8/31/98 
to support the 
determinations, Including Agency Plan: 
the basis of FLSA exempt 
determinations (Executive. • Aif rCHR Personnel received Position Questionnaire for desk review on 
Administrative. and 7/20/98. 
Professional) , • Human Resources office recommending FLSA status on 8/1/98 . 

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

Mqnagement's Response from Original Repod: 

The Commission with the assistance of the State Auditor's Offlce, Classified Division shall review duties and 
responsibilities of al/ positions as required by the U.S. Department of Labor for appropriate FLSA status. This 
review shall be initiated by the Human Resources Specialist and coordinated annually under the 
supervision of the Director of Administration and Special Projects completed by August 3 7 of each fiscal 
year, in accordance with the State Classification Plan. All documentation shall be maintained by the 
Human Resources office. 

Finding 2-8: II Overoll Status as of 6/30/98: PARTIALLY IMPLEMENTED 

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

Recommendation Status Reported by Agency 

We recommend that the 
Commission revise its 
performance evaluation 
poliCies and procedures to 
include Quantified 

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

Agency Plan: 

• 
justification for ratings. 
When quantification of • 
tasks is not possible. we 
recommend that ratings on • 
evaluations be consistently 
supported by specific 
comments. 

• 

• 

Executive Director and Human Resources met for reVising Performance 
Evaluations on 12/97. 
Human Resources conducted position audit reviews from 1/20/98-
2/28/98. 
Human Resources prepared preliminary draft of revised performance 
evaluation on 3/98. 
Human Resources, Director of Administration and Executive Director met 
from 3/98-6/98 to determine format. structure, and content for each 
position. 
Human Resources has prepared various drafts for each position from 
3/98-6/98, 
Final deCision for approval by Executive Director on 8/98, 

Contact: William M. Hale, Executive Director 
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. Finding 2·8: 

Agency No. 344 

Commission on Human Rights 

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

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

Recommendation 1 Status Reported by Agency 

Management's ResooDSe from OriQjnol Reoort: 

The Commission agrees that evaluation standards for all employees should be objective, job-related and 
quantifiable. Although many of the Commission's employees are evaluated based on performance 
evaluation forms Incorporating the above referenced standards, the Commission will adjust all 
performance evaluation forms to reflect these standards, Many of the performance evaluation ratings are 
supported by workIng documents thot are developed and discussed with employees during the evaluation 
process. However, the Commission will insure that all performance evaluation ratings are substantiated by 
speCific documentation which constitutes the basis for rating employees' performance. 

Finding 2·C: II Overall Status as of 6/30/98: PARTIALLV IMPLEMENTED 

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

Recommendation Status Reported by Agency 

We recommend that the Status as of 6/30/98: PAR1'IALLV IMPLEMENTED Target Date: 8/31/98 
Commission document aI/ 
training courses attended (a) Agency has developed and implemented employee and agency 
both Internally and documentation as of 9/1/97. 
externally by its employees 
and develop a process for (b) Employee training assessment is included In the revision of Performance 
assessing the training needs Evaluations currently in progress. 
of all of its employees, 

Contact: William M. Hale, Executive Director 
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Finding 2-D: 

Agency No. 344 

Commission on Human Rights 

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

Controls over human resources are weak. 

Recommendation 

Revise formal appeal 
procedures in the 
Personnel Manual to cover 
all personnel-related issues. 
The manual should also 
Include ADA policy and 
complaint procedures as 
well as a clear definition of 
the process for handling 
sexual harassment 
complaints that include 
time lines for resolution. 
Additionally. the ADA 
procedures should contain 
the name of the ADA 
coordinator. the time 
frame for filing a complaInt, 
the list of components 
needed in the complaint 
resolution procedure 
(Including documented 
time frames for resolution), 
and a statement of non
retaliation. 

Monitor employee 
grievances to ensure that 
trends in issues affecting 
CommiSSion employees are 
Identified, and track 
disciplinary actions on an 
annual basis to ensure that 
discipline imposed is 
commensurate with that of 
similar cases. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED as of 10/9/97 

Agency staff has developed and revised personnel manual, adopted by the 
Commission on 10/9/97, incorporating audit recommendations to Include 
statement of Human Resources as Agency Disabilities Coordinator. 

Status as of 6/30/98: IMPLEMENTED 

Agency Human Resources office has developed, initiated and maintains 
agency grievance tracking log. 

Contact: William M. Hale. Executive Director 

Ms;;mooement's Resoonse from QriQlnal RftaQl/: 

The Commission has an appeal process In lieu of a grievance process. The section of the CommIssion's 
personnel manual covering the appeal process will be acJjusted In accordance with informal discussion 
between the Executive Director and the Auditors to encompass a broader range of personnel transactions. 
The Commissfon shall establish time lines for Implementing Its sexual harassment and ADA policy and 
complaints procedures. In addition, the Commission shall maintain an appropriately documented log for 
all formal appeals and resolutions of formal complaints as well as the personnel related Issues raised by the 
employee in such appeals or complaints. There is no statutory or court interpreted requirement that an 
employer's personnel manual include a policy with respect to employees with a disability. However, as a 
matter of good practice such a policy should be Included in the Commission's personnel manual. The 
Commission's Human Resources Specialist already functions as the coordinator for the Commission's 
employees with disabilities. This responsibility shall be ref/ected in an Administrative Directive. 
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Finding 2-E: 

Agency No. 344 

Commission on Human Rights 

II Overall Status as of 6/30{98: IMPLEMENTED 

Some employee personnel files do not contain updated information on personnel actions. 

Recommendation Status Reported by Agency 

We recommend that the Status as of 6/30/98: IMPLEMENTED 
Commission ensure that 
personnel flies contain Directors of Administration and Human Resources met in Jan. 1998 for 
formal documentation of updating documentation of personnel actions and to conduct an intemal 
all personnel actions. inventory review: 

• Identified and revised employee personnel file categories 1/98 
• Reviewed for compliance of Article IX and State Laws 1/98 
• Updated personnel file checklist 2/98 

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

Manaaement's Response trom QriainoJ Report: 

Personnel files shalf contain all appropriate documents for personnel actions. To ensure completeness, an 
annual review shall be conducted of the agency's personnel file inventory on the sixth month of each fiscal 
year bV the Human Resources Specialist and approved bV the Director of Administration and Special 
Projects. 

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

The Commission has not developed a formal disaster recovery plan for Its automation system that complies 
with Department of Information Resources (DIR) guIdelines. 

Recommendation Status Reported by Agency 

We recommend that the Status as of 6/30/98: IMPLEMENTED as of 10/28/97 
Commission develop and 
Implement a formal Agency Information Resources Staff with the asslstonce of DIR developed a 
disaster recovery plan that draft Disaster Recovery Plan 9/1/97. A final agency plan was approved by 
complies with DIR Executive Director on 10/25/97. Copies were forwarded to DIR, State Auditor 
guidelines to ensure that It and Key Agency staff for Implementation. The Draft Recovery Plan is to be 
can operate effectIvely In reviewed annually by Information Resources staff in August of each year. 
case Its primary flies are 
destroyed. This plan should 
address the storage of the 
backups at on off-site Contact: Josephina Delgado Segura, Director of Administration and 
location. Spedal Projects 

Maoaaement'$ 8e~Qnsfl. from Qriglnal8eport: 

The Commission currently has two plans with the Department of Information Resources. Both the strategiC 
and the operating plan are current. approved and filed in accordance to DIR guidelines. The strategic 
plan does have a brief statement for disaster recovery; however, the Commission does need a formal, 
more detailed plan with procedures. The Commission shall pr~pare with the assistance of the State 
Comptroller, State Auditor's Office & DIR, a Disaster Recovery Plan bV the end of thIs current fiscal year. 
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Agency No. 362 

Texas Lottery Commission 

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

Anding 1 ~A·3: II Overall status as of 6/30/98: PARTIAllY IMPLEMENTED 

The Commission should exercise due diligence In obtaining Lattery Operator financial data, 

Recommendation Status Reported by Agency 

Move forward with Status as of 6/30/98: IMPLEMENTED as of 5/98 
proposed financial audit of 
Lottery Operator, Verified by Internal Audit, 

Perform supplemental 
audit work annually until 
Commission determines 
and obtains financial 
Information it needs In the 
Lottery Operator's cost 
reports to allow 
Commission to make 
informed management 
decisions, 

Accounting firm has verified that FY 93 through FY 97 cost reports tie to the 
lottery operator's audited financial statements. 

ImQlementatjon History 

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

An accounting firm was engaged to help perform the financial audit of the 
Lottery Operator in 8/97 and audit field work began soon after, 

Contact: Linda Cloud, Executive Director 

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

Accounting firm is in the process of developing a cost report format and 
identifying type(s) of information that will be beneficial for management 
decision-making purposes, 

Implementation History 

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

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

Contact: Unda Cloud, Executive Director 

Mgog.gemeot's ReSJ200se from Qriginql Report: 

Will enhance language in operator RFP to obtain sufficient cost reports to meet the needs of the 
Commission. 
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Agency No. 362 

Texas LoHery Commission 

Finding I·A-4: Il Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

The Commission should maintain adequate contract monitoring controls. 

Recommendation Status Reported by Agency 

Review key contracts, Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/98 
identify key compliance 
areas, and ensure A database for key contracts has been developed by the contract 
adequate procedures to compliance coordinator. Monitoring divisions are In process of assigning 
monitor and enforce employees to evaluate compliance with contract terms. 
contract terms. 

Implementatipn Histpry 

status as of 12/31/97: Target Date: 7/98 

The contract compliance issues have been Identified for the current lottery 
operator contract. Other key contracts are under review. The Contract 
Compliance Coordinator will establish a database to monitor and help 
management enforce contract terms. 

Contact: Bart Sanchez, Financial Administration 

ManofJemenf's Resooose from OriQinol ReDori: 

• 
• 
• 

Contract compliance has been centralized. 
Full·time position created to monitor contract compliance. 
Agency acquired contract management system. 
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Agency No. 362 

Texas lottery Commission 

. Finding 3·8: ~ Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Recommendation status Reported by Agency 

. Maintain training data In Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/99 
more effective manner. 

Under review by Intemal Audit. 

Newly hired Information Technology Director recommends developing the 
Human Resources' training data base in-house using Access software. The 
I.T. Division is currently faced with more cnticall.T. prlorities Including business 
resumption plannlng.I.T. division personnel tumover. and the legislative 
mandate to be Year 200J compliant by 12/31/98. Therefore, this database 
may not be developed until FY 99. 

Implementation History 

Status as of 12/31/97: Target Date: 5198 

A training data base Is being considered by management. 

Contact: Linda Cloud, Executive Director 

ManmJement's Response ([am QriQ/nat Report: 

Human Resources /5 obtaining a new computerized system to manage a variety of tasks including training 
records. 
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Agency No. 362 

Texas LoHery Commission 

Finding 3-C-J : II Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Certain lottery promotions and advertising did not comply with state law. 

Recommendation 

Ensure advertising and 
promotional contracts 
comply with Lottery Act. 

Status Reported by Agency 

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

Legal reviews all contracts. Legal is stili waiting for the opinion from the Texas 
Attorney General and target date reflects this. 

Implementation History 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 9/98 

75th Legislature clarified statutory language. Attorney General Opinion sent 
12/97. 

Advertising and promotional contracts are reviewed by Legal to ensure 
compliance with the Lottery Act. Walflng for an Attorney General Opinion 
with regards to promotional events held near where alcoholic beverages are 
being sold. 

Contact: Kim Kiplln. General Counsel 

Create compliance Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/98 
checklist for each contract. 

The Commission is developing a checklist that will be reviewed by counsel to 
ensure that all contracts are In compliance with the Lottery Act and 
anticipates meeting the 7/98 deadline. 

Implementation History 

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

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

Contact: Kim Kiplln, General Counsel 

Management's Response from Oriainai Report: 

• House 61111445, 75th Legislature. authorized tickets to be sold at a race track. 
• Will seek clarification from appropriate regulatory sources regarding proximity of lottery locations to 

locations where alcoholic beverages are sold. 
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Agency No. 362 

Texas Lottery Commission 

Finding 3-C-2: II Overall Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION 

The Commission should develop certain key policies ond procedures. 

Recommendation 

Develop comprehensive 
policies and procedures 
that document Important 
functions, policies. 
processes, and steps 
needed to complete tasks 
necessary to Commission 
operations. 

Finalize draft procedures. 

Status Reported by Agency 

status as of 6/30/98: FACTORS DELAY IMPLEMENTATION Target Date: 12/98 

The Commission will try its best to meet the target deadline of 12/98. 
However. additional time may be necessary due to high turnover by division 
directors since this last report. 

Implementation Hist9JX 

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

Executive Director has mandated that all divisional procedures be finalized 
before the division directors are eligible for a merit increase at their next 
annual evaluation. 

Contact: Unda Cloud, Execu1ive Director 

Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION Target Date: 12/98 

The Commission will try its best to meet the target deadline of 12/98. 
However, additional time may be necessary due to high turnover by division 
directors since this last report. 

ImgJementmjon l:JismJX 

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

See Executive Director's mandate above. 

Contact: Unda Cloud, Executive Director 

Management's Response from QrIQlna{ Report: 

• Commission adopted certain HR policies in 2/97. Others will be presented to Commission. 
• Procedures are In place to prevent paying claims on stolen winning tickets Enhancements were mode 

in 2/97 and 6/97 regarding instant ticket promotions, 
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Agency No. 362 

Texas Lottery Commission 

Finding 4-8: ~ Overall Status as of 6/30/98: PARTIAllY IMPLEMENTED 

The Commission should be prepared to perform lottery services in-hOuse 

Recommendation 

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

Ensure staff maintains in
depth understanding ot 
vendor operations. 

Status Reported by Agency 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/99 

Currently, the Commission can only develop a contingency plan from the 
lottery operator contract because this vendor is required under contract to 
provide operational cost reports to the CommisSion. The Commission will 
proceed with developing a contingency plan from the lottery operator's 
cost reports, It would be difficult for management to develop contingency 
plans on other vendors' operating costs because this type of information is 
not required under our current contracts. SAO's request for Commission 
vendors to provide the Commission with the vendors' operating costs and 
staffing requirements and to enhance future contracts wlth additional 
performance measures will have to be built into future RFPs in order for 
management to develop contingency plans. 

Implementation History 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 8199 

Management Is closely reviewing all services currently being performed by 
vendors to determine whether It is In the best Interest of the State to perform 
these services in house. 

Contact: Unda Cloud. Executive Director 

Status as of 6/30198: PARTIALLY IMPLEMENTED Target Date: 7/98 

A database for key contracts has been developed by the contract 
compliance coordinator, Monitoring divisions are in process of assigning 
employees to evaluate compliance with contract terms. 

Implementation History 

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

A formal contract compliance unit was established to track and monitor 
contract compliance. A new lottery operator RFP was issued requiring further 
monitoring and reporting criteria from vendor operations. 

Contact: Unda Cloud, Executive Director 

Manooement's Response from Qriginal Report: 

.. In 2/97, Commissioners decided to review feasibility or non-feasibility, pros and cons. of state operating 
the lottery. 

.. 75th Legislature added rider to Commission's bill pattern in Appropriations Act, House Bill 1, through an 
enumerated process to obtain additional financial and FfE resources. 

.. Management intends to develop a contingency plan based on continuing information development 
processes. 
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Agency No. 362 

Texas LoHery Commission 

Finding 4-C: ~ Overall Status as of 6/30198: IMPLEMENTED 

The Commission should ensure that lottery services provided by private companies are subject to public 
scrutiny. 

Recommendation 

Develop guidelines for 
vendors specifying the 
types of information 
subject to disclosure. 

Status Reported by Agency 

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

The Commission has Implemented a certification process with current key 
contracts (speCifically the advertising, instant ticket. and lottery operator) so 
that the vendors are to make disclosures to the Commission regarding 
prohibited gifts, loans or political contributions, where such Items subject to 
disclosure to the Commission have been identified under current contracts. 

Implementation History 

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

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

Contact; Kim Kiplln, General Counsel 

Incorporate guidelines Into Status as of 6/30/98: IMPLEMENTED as of 6/98 
key contracts. 

The Commission has implemented a certification process with current key 
contracts, specifically the advertising, instant ticket, and lottery operator. so 
that the vendors are to make disclosures to the Commission regarding 
prohibited gifts, loans or political contributions, where such items subject to 
disclosure to the Commission have been Identified under current contracts. 

Implementgtloo History 

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

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

Contact: Kim Kiplin, General Counsel 

Manaaement's Response from Qr/gfaa/ Report: 

• For contracts with vendors who have a significant financial interest In the lottery, such provisions are 
being included. 

• Will continue to enhance and enforce disclosure requirements. 
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Agency No. 362 

Texas LoHery Commission 

Finding 5·B: I Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

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

Recommendation Status Reported by Agency 

Commission should Status as of 6/30/98: PARTIAllY IMPLEMENTED Target Date: 12/98 
account for the Prize 
Reserve Fund as restricted Financial Administration is awaiting for written confirmation from the GASB 
fund equity. (new target date reflects additional time needed to hear from GASB.) 

Implementation History 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 5/98 

GASB spokes person has given verbal confirmation of Commission's current 
accounting treatment of Prize Reserve Fund. Independent CPA firm is 
awaiting written confirmation from GASB. 

Contact: Bart Sanchez, Financial Administration 

MQ[]Qgement's Response from Qriginal Reoort: 

• 
• 
• 

Preliminary research Indicates this it is not Lottery Industry practice to account for Prize Reserve Fund as 
recommended by SAO, 
Will continue to seek clarification with GASa on this Issue. 
If no reconsideration from GASS. will make necessary adjustments. 
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Agency No. 362 

Texas Lottery Commission 

A Follow-Up Letter to Management Controls at the Texas Lottery Commission 
SAO Report No, 97-093, August 1997 

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

Weaknesses In the data management process resuited in certain case flies not being tracked effectively, 

Recommendation 

Two Divisions should use 
same type of tracking 
system, 

Status Reported by Agency 

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

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

Imolementation History 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 2/00 

A new case tracking system for Security Division which will tie to Legal's new 
case tracking system Is being designed. 

Contact: Mike Pitcock, Security Director 

Process for assigning case Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 2/00 
numbers in tracking system, 

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

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

Implementation History 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 2/00 

A new case tracking system for Security Division which will tie to Legal's new 
case tracking system is being designed. 

Contact: Mike Pitcock, Security Director 

Manqgement's Response from Ori(Jioql RePort: 

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

Veterans Commission 

1997 Small Agency Management Control Audit 
SAO Report No. 97...Q86, August 1997 

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

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

Recommendation 

We recommend that the 
Commission develop and 
Implement ways to 
strengthen controls over 
the medical 
reimbursement system, For 
example, the Commission 
could ask to review paid 
receipts from the veterans 
It assists with medical 
claims. We encourage the 
Commission to contact 
other states' veterans' 
commissions to determine 
the types of controls that 
other states have 
established over medical 
reimbursements. 

Status Reported by Agency 

status as of 6/30/98: IMPLEMENTED 

The Commission has implemented a procedure to provide Veterans 
Counselors guidance in counseling claimants reporting medical expenses. 
Receipts are requested from the claimant. The claimant signs a form, which 
explains reporting responsibility. The form and procedure were developed 
fram Information received from another state, 

Management's. Respoose from Original Report: 

Commission employees who aSSist in filing claims are scheduled for training on a continuing basis, which 
Includes instruction on the proper filing of claims for reimbursement of medical expenses. Claimants must 
also sign a VA form affestlng that the Information being provided Is correct to the best of their knowledge, 
Commission employees emphasize this to claimonts and review receipts when provided by the claimant. 
The Commission will continue to explore appropriate ways to help in this matter taking Into consideration its 
available resources and scope of authority. 
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·;Findlng 2·A: 

Agency No. 403 

Veterans Commission 

~ OverallStatu$ os of 6/30/98: PAlrrlALLY IMPLEMENTED 

InconsistenCies were noted on Human Resources policy management. 

Recommendation Status Reported by Agency 

Develop specific cnteria Status as of 6/30/98: IMPLEMENTED 
and a rating scale for the The Commission will evaluate the Executive Director on a yearly basis. 
evaluation of the executive 
director. In addition. the 
Board should perform a 
formal annual evalualion 
of the executive director. 

~-
___ , ......... _ .. __ • ___ .. ___ .............. ______ ~ ___ • ___ ........._..~. ___ .. _~ ___ ~_,_._,_. __ , _______ ••• __ •• _.~_,~_.,. __ ._ • __ .N ••• N~ __ '~_· •••• 

Expand petiormance Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98 
appraisal system to provide 
a clear delineation New petiormance appraisal forms are being designed with examples 
between ratings and supporting the rating. 
develop examples to 
support each rating. 

~~-------.--'---~----.--~---~ .. ,-,~-----~-~------,~-~,--.... 

Improve the Status as of 6/30/98: IMPLEMENTED 
documentation 
maintained in personnel The Commission has implemented a more structured promotion process for 
files to justify pay actions. clerical personnel. which clearly justifies promotion decisions. 

Manooements Respome from Orialnat Report: 

There is no such thing as a perfect evaluation system: however, the Commission has worked diligently over 
the years to Improve its system and will contInue to do so in the future. 

The Commission Board will consider formalizing Its present system of providing feedback to and eValuating 
the Executive Director by adding an annual performance evaluation. 

The clerical personnel mentioned in the audit met the necessary criteria for promotion established by the 
Commission. Even though there was written documentation In the files, the Commission will review the 
documentation to see how it can be improved. 
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~~ii1dirig'2~B: 

Agency No. 403 

Veterons€ommission 

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

. The Commission does not require wrItten receipts before preparing purchase vouchers. 

Re.c9rnm~ndation Status ·Reportedby Agency 

We recommend that the Status as of 6/30/98: IMPLEMENTED 
Commission consistently 
use the receipt report to lYe has strengthened the procedure by creating a fonn for receipt of 

.' help ensure compliance supplies. The strengthened procedure is working well. 
with its policy. 

Management's Response from Original RepQrl: 

The Commission agreed with the State Auditor that verbal confirmation that goods and services had been 
received was not sufffcient. It is Commission policy to require written confirmation that goods and services 
had been received. On a few occasions, In the Interest of prompt payment of vendors, vouchers had 
been prepared after only verbal confirmation had been received. For this reason, the Commission created 
the Eqyjpmeat aadlorSCJPPIy Receipt Report to strengthen the Commission policy. Although there are no 
incidents to the Commission paying for goods and services that were not received, the Commission 
concurs that the use of the strengthened documentation procedures facilitates better control. 
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Agency No. 405 

Department of Public Safety 

A Leg/slative Information Review of the Texas Department of Public Safety 
SAO Report No. 97-087, August 1997 

Finding l·A: ~ Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Weaknesses in evaluation, selecting and training employees moy adversely limit overall employee 
effectiveness. 

Recommendation 

Revise aspects of HR 
policies. specifically: 

• 

• 

• 

• 

Formal written annual • 
evaluations tor 
management 

Document direct • 
appointment 
hires/promotions 

Comply with reference ,. 
check policy 

Retain Important 
documents in 
centralized database 

• 

Status Reported by Agency 

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

A policy change has been Implemented and all DPS employees, 
including the Director. now receive formal documented performance 
evaluations. 

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

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

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

A policy change has been implemented requiring employment 
reference checks as recommended. 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12131/98 

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

Manaaernenrs Response from Ortglnal Report: 

Polley changed to require formal documented performance evaluations be completed annually for all 
DPS employees, including the Director. 

DPS Human Resources will retain wriffen justification of selectton and qualifications of individuals considered 
for direct appointments to DPS positions by the Director. 

Polley changed to require employment reference checks for all new applicants appointed to position at 
the DPS and specifled security sensitive pOSitions will also Include a detailed background check. 

All employee training records are being combined into a centralized database by temporary data entry 
operators with a completion date of 12/97. 

Management skill training for present supeNisory and management personnel Is being enforced with a 
time line goal for 9/98. 

STATE AUDITOR'S OFFICE 
AUDIT RECOMMENDATIONS STATUS REPORT />S OF JUNE 30. 1998 

PAGE7S 



Finding 1-B: 

Agency No. 405 

Department of Public Safety 

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

Management has not implemented standards for Information resources to reduce costs and improve 
integrity of confidential and sensitive date. 

Recommendation Status Reported by Agency 

Establish an overall Steering Status as of 6/30/98: IMPLEMENTED as of 2/28/98 
Committee 

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

... u ... uH~Ut""."~" •• UU''''HUU.'''U'''''HnU'UHH'''''U''. .... u •• ~.~ .. ~ ....... ~ ............. HU."U .............. n."'.u ...... u .. nu ..... u ...... I.uun .. u.u~ ••• , ........ u ..... n'.'~ .... uu •• 'n.n •• u •• U' •••• u~u ....... nuuu ...... u.u .. 

Implement prior audit Status as of 6/30198: IMPLEMENTED as if 2/28/98 
recommendations 

Year 2000 remediation efforts have diverted many resources previously 
devoted to system development me1hodology. A DPS change 
management process continues to be refined as this will be a necessary 
management tool for Y2K remediation. 

Maaaaement's ResPonse from, Original Report: 

Established Executive Steering Committee 

Developed Information technology standards to improve the sharing of Infrastructure resources. 

Finding I·e: ~ Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

The Department should continue to look for savlngs opportunities In fleet management. 

Recommendation Status Reported by Agency 

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

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

..... n ................... u ....................................... .. ............ _ ••••• o.uu ••••• u ................. _ ................ u ............ .,.u.u ................ n ..... ~n~ ................. n •••• U ......... n .................................... u ...... 

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

Reet reductions are occurring with continued analYSis of additional areas for 
reduction. 

Manaaement's ResPonse from Owinal Report: 

DPS will corefuffy analyze off available options and act In accordance with the best value for economy and 
functionality. 
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Finding 2-A: 

Agency No. 405 

Department of Public Safety 

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

DPS is not responding within 10 calendar days, as required by law, to all citizens who make open records 
requests. 

Recommendation Status Reported by Agency 

We recommend Status as of 6/30/98: IMPLEMENTED as of 2/28/98 
compUance and 
notification If information For the period of January 1998 through April 1998, DPS responded to 305 
cannot be provided within Open Records requests within an average of 8.09 business days. 
10 days. 

Management's Response from Qrl$)lna/ Report: 

DPS has developed a mechanism to send a letter to requestors when infonnation cannot be sent within 10 
days. 

Finding 2-C-l: It Overoll Status as of 6/30/98: IMPLEMENTED 

Strengthen control over forfeited assets. 

Recommendation Status Reported by Agency 

Adopt mandatory federal Status as of 6/30/98: IMPLEMENTED 05 of 2/28/98 
compliance as a policy. 

Fully Implemented 
~H ... 'U.U."."'''UH'~' ............ ,. .. ~ .... u ................. u •• ,. •• • ....... ,. ..... u .... 4 • ..,u .... uu .... u ............................... uU .... H .. H.~ ....... uu ....... ~u ........ U .. un •• n ......................... n._.U.u •• "n •• ~.~ •••••• ~ ••• u." ........... 

Have intemal auditor Status as of 6/30/98: IMPLEMENTED as of 2/28/98 
conduct federal 
compliance testing. Fully Implemented 

Management's Response from Original Reood; 

DPS will comply with federal requirements with regard to the fodelted assets program. 

DPS will use its Internal Audit section to insure federal compliance. 
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Finding 2-C·2: 

Agency No. 405 

Department of· Public Safety 

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

Spending process using folfeited assets is autside normal planning process and may limit legislative 
oversight. 

Recommendation Status Reported by Agency 

Combine existing processes Status as of 6/30/98: PARTIALLY IMPLEMENTED as of 2/28198 
that identify financial 
needs into a single process. Improved communication within DPS and with the legislative leadership 

through the budgeting process has been aggressively emphasized as an 
agency function. Unforeseen law enforcement needs under consideration 
for funding from seized assets will be brought to the attention of the 
legislative leadership, 

Manooement's ResaQose frQm Original Report: 

DPS will accomplish this bV Improving communications and reporting throughout the budgeting process. 
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Agency No. 411 

Commission on Fire Protection 

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

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

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

Recommendation Status Reported by Agency 

Maintain detailed support status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: xx/xx/xx 
for all amounts in the 
Legislative Appropriations The commission is in the process of developing its Legislative Appropriation 
Request (LAR). Request for the 2000-2001 biennium. The commission will maintain detailed 

supporting documentation for the LAR. The Information in the file to date 
includes the LAR instructions. historical budget data and future budget 
projections (including projected costs for the commission to move, should 
that become necessary). In addition. each division manager Is maintaining a 
file of communications with their staff concerning the LAR development 
process. 

Contact: Gary L Warren Sr., Executive Director 

Manooemenf's RespoDre from Qriainat Report: 

As noted In this report. the LAR tor the current biennium was prepared prIor to the 1997 audit report, and 
the agency had no way to address this recommendation for the previous biennium. However, In 
accordance with this recommendatIon, the agency is committed to maIntaining detailed support for the 
tlscal year 21XJO.-20011AR when It Is prepared. 
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. Finding 2: 

Agency No. 411 

Commission on Fire Protection 

~ Overall Status as of 6/30/98: PARnALLY IMPLEMENTED 

The Commission is in the process of developing short-term and long-term plans with clearly stated 
objectives and a direct relationship to the Commission's mission and goals. 

Recommendation Status Reported by Agency 

The Commission should Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 00/01/98 
Improve its overall plan for 
training. Including The commission has developed an overall plan for training which includes 
establishment of short- and short and long term plans with objectives that relate to the commission's 
long-term plans with clearly mission and goals. The agency's executive staff developed a framework for 
stated objectives and a the training plan, and an employee work group further developed the plan 
direct relationship to the in a series of meetings which commenced in April 1998. The training plan 
Commission's mission and specifically addresses the following areas: agencywide computer training; 
goals. training for employees to maintain required certifications; cross training and 

career ladder training; budget and management training; and personal 
development. The plan also Includes the training approval process, sources 
of training, training for regional personnel. recommendations for in-house 
trainers, and performance appraisal training. (A copy of the draft training 
document Is attached to this report for the auditor's review.) The agency will 
implement the new training plan on September 1, 1998. 

Contact: Gary L. Warren Sr" Executive Director 

Manawm>ent's ResPQQse from Ori!Jinql RePod: 

The overall training plan, which will follow these recommendations, will be completed by the end of April 
1998. The agency is currently developing an employee task group to review the draft·troining pIon and 
make recommendations to management regarding the finol draft and Impfementatfon. 
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Finding 3: 

Agency No. 411 

Commission on Fire Protection 

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

The CommissIon Is currently conducting meetings to determine how to establish a method tor evaluating 
training effectiveness. 

Recommendation Status Reparted by Agency 

The Commission should Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 09/01/98 
Improve its overall plan for 
training. including The employee work group mentioned In the previous section has identified 
establishment of a method the agency's performance appraisal system as the best method for 
tor evaluating evaluating training effectiveness. TI\e training committee noted that the 
effectiveness. need for training. as well as the value derived from training, Is built into the 

agency's personnel evaluation plan. allowing each supervisor to monitor 
training needs and specific accomplishments. In addition, the training plan 
requires written summaries as a follow-up to training. This information is 
included in the training plan. As noted above, the agency will Implement the 
training plan on September 1, 1998. 

Contact: Gary L. Warren Sr" Executive Director 

MaoaQBment's Response from Qrtatnal RapQd: 

The Commissioo is developing on employee task group to review and make recommendations regarding 
the training plan. One of the employee group's tasks will be develop on evaluation mechanism. The 
targeted completion date is the end of April 7998. 

Finding 4: ~ Overall Status as of 6/30/98: FACTORS DELAY IMPLEMENTAnON 

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

Recommendation 

Enhance the disaster 
recovery plan. 

Status Reported by Agency 

Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION Target Dote: 12/31/98 

As noted in previous responses to the audit report, one challenge facing the 
agency in this critical area has been its ability to attract and retain 
professionallR staff. The timetable for Implementing this recommendation 
was adversely affected because the two positions could not be filled within 
the projected time frame. As of the end of June. however. the agency has 
filled its IR vacancies. To allow the new IR staff adequate time to orient 
themselves with the agency's iR environment (Including current issues, 
projects, and reporting requirements). the agency will move the deadline for 
completion of the disaster recovery plan to December 31. 1998. 

Contact: Gary l. Warren Sr., Executive Director 
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Finding 4: 

Agency No. 411 

Commission on Fire Protection 

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

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

Recommendation I Status Reported by Agency 

~eot'$ Re.wonse from Origloal Re.QOI1: 

The agency will give high priority to enhancing its disaster recovery plan in accordance with the auditor's 
recommendations. with a targeted completion date of September " 1998. Furthermore, the agency is 
grateful to the audItor's office for providing a great deaf of addJtlonal information and assistance in 
designing the agency's disaster recovery ploD. 

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

Although the Commission Is backing up budget information when changes are made to the budget, this 
financial Information Is not stored on the local area network (lAN). As a result, budget information may be 
backed up dally without duplication of effort, Under the current process, a greater opportunity for the loss 
of important data continues to exist, 

Recommendation Status Reported by Agency 

Ensure regular backup of Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION Target Date: 12/31/98 
budget information is 
performed. As noted in the previous discussion regarding the information resources 

division of the agency, this area Is one which has been affected by the 
agency's ability to attract and retain professlonallR staff, Among the 
projects requiring IR staff Involvement Is the redesign of the system for 
maintaining budget data, The agency's budget data will be moved from Its 
current platform to a more secure. compliant and accessible system which 
will allow for daily backups. Additionally. the agency Is in the process of filling 
an Important vacancy, the support services division director, The agency 
antiCipates completing the hiring process by mid-July, This position, which 
merges the former budget director and support services director positions, 
will be responsible for the agency's budget-related activities, The agency 
intends to await input from the new support services director to Identify 
business and accounting software and programs to manage the agency's 
budgetary processes, Therefore. the agency will establish a revised deadline 
of December 31, 1998 to implement this recommendation, 

Contact: Gary L Warren Sr" Executive Director 

MQnqgement·~ RlJwQDSf) from Oris;}ina/ RetRQd: 

The agency plans to transfer the budget Information to the LAN no later than June 30, J 998, In conjunction 
with the transfer, backup procedures wfll be Implemented In accordance with these recommendations, 
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Finding 6: 

Agency No. 411 

Commission on fire Protection 

I OVerall Status as of 6/30/98: PAImAllV IMPLEMENTED 

The Commission has not yet implemented the use of a multi-part form to facilitate tracking of the location 
and custody of assets, 

Recommendation Status Reported by Agency 

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

The form is currently in use for tracking and accounting for assets. Further. 
the commission is currently conducting a complete Inventory of all its assets. 
The projected completion date of the annual inventory is July 30. 1998. (A 
copy of the multi-purpose form Is attached to this report for the auditor's 
review.) 

Contact: Gary L. Warren Sr .. Executive Director 

Management's R~SJJQnse from Original Re.Qart: 

The CommIssion agrees with and will implement all of the auditor's recommendations by April 1. ]998 

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

The Commission has not provided traIning to supervisors regarding the Commission's policies and 
procedures for the accountability of assets. However. the Commission is making plans to train supervisors 
before April 1. 1998. 

Recommendation Status Reported by Agency 

Training of all supervisors on Status as of 6/30/98: IMPLEMENTED 
the Commission's policies 
and procedures for the As stated above, the commiSSion conducted training for supervisors and all 
accountability of property employees concemlng the accountability of assets In June 1998, The 

commission will also conduct annual refresher training addressing the 
agency's asset management policies and procedures. 

Contact: Gary L Warren Sr., Executive Director 

Mqnagement's Regpoose from OrIgIDql Report: 

The Commission agrees with and willlmpJement aU of the auditor's recommendations by April J. ]998. 
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··Fihding 8: 

Agency No. 411 

Commission on Fire Protection 

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

The Commission plans to communIcate the policies and procedures to all employees within the 
organization before April 1. 1998. 

Recommendation Status Reported by Agency 

Communication of policies Status as of 6/30/98: IMPLEMENTED 
and procedures to all 
employees within the As noted above, the commission conducted asset management and 
organization. accountability training for all employees In June 1998, 

Contact: Gary L Warren Sr .. Executive Director 

ManaQ.flm!ID.t'~ flfJ5J2Qnstz, tram Qd.ginal gel2ori: 

The Commission agrees with and wfllimplement all of the auditor's recommendations by April 1, 1998 

STATE AUDITOR'S OFFICE 
AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30,1998 

PAGE 84 



Agency No. 452 

Department of Licensing -and Regulation 

An Audit Repod on Performance Measures at 26 Slate Agencies 
SAO Report No. 97-077, August 1997 

finding 1: II Overall Status as of 6/30/98: IMPLEMENTED 

Adequate source documentation was not available for selecting and testIng on the key measure· Percent 
of Applications Processed Within Established Time Frames. q 

Recommendation Status Reported by Agency 

Maintain a fog of the status as of 6/30/98: IMPLEMENTED 
applicant's name,license 
number, application IHB computer log implemented 311/98. 
received date and 
application processed 
date . 

................ u .... u" ............ u ........... _"' .......... ~ ......... _ •• u n .... ~~~ .......... u.u ........ H .................... a~.u ........... " •••• un ••.. Unn ................ n ........ u ....... n.u ..... U ••• nn ... u ............. ........ ~ ... u ........... B ...... n ... 

From this log count the Status as of 6/30/98: IMPLEMENTED 
number of licenses Issued 
within established time Boiler computer program Implemented 6/1/98. 
frames. 

Elevator computer program Implemented 6/15/98. 

Contact: Pat Causey, Director at Professional and Business Licensing 

Management's Response from Original RftPor:/:: 

The IHB, Boiler and Elevator computer programs are implemented and the auditor's recommendations 
met. 
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Agency No. 453 

Workers' Compensation Commission 

An Audit Report on the Management Controls at the Texas Workers' 
Compensation Commission 
SAO Report No. 98-019, February 1998. 

Finding 1: ~ Overall Status as 01 6/30/98: PARTIALLY IMPLEMENTED 

ExecuTIve management provides Insufficient oversight of human resource (HR) management. Other 
management levels inconsistently monitor and enforce compliance with HR policies and procedures. 

Recommendation 

Executive management 
should provide sufficient 
oversight of human 
resource management 
and ensure that managers. 
supervisors, and employees 
have a clear 
understanding of human 
resource policies and 
procedures. 

Status Reported by Agency 

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

Policies and procedures revisions to the Agency's Human Resources Manual 
are being drafted and will be reviewed by General Counsel. The process to 
review human resources Indicators and related audit report 
recommendations by the Acting Executive Director and senior manogement 
has produced significant results. particularly in the areas of performance 
evaluations and functional job deSCription updates. In addition, the new 
Acting ExecuTIve Director has increased reviews of human resources 
management trends to each weekly Directors meeting to allow a broader 
coverage of subjects. An ExecuHve Director Is expected to be hired within 
three months. It is estimated that an additional three months will be required 
for the new Executive Director to review existing policies and controls and to 
formulate any necessory revisions to Executive level policy for oversight of 
Human Resources Management. 

Contact: linda Farrow. Director. Administration. 

Management's Res.aonse from Original Report: 

Concur. Executive management has Initiated action that will provide effective oversight to human 
resource management. Human Resources staff has been directed to ensure that 01/ human resource 
policies and procedures are clearly written and made available to all CommIssion employees. 
Additionally, key indicators Involving Human Resource areas are being presented to the Executive Director 
at one of the regular weekly director's meetings each month. These presentations provide the forum for 
the Executive DIrector to review program status wfth senior management staff and to provide necessary 
guidance and direction to ensure that the programs are, and remaIn, on track. 
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Agency No. 453 

Workers' Compensation Commission 

Finding 2: ij Overall Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION 

The Commission's aged mainframe computer is nearing full capacity, has high operating cost, and has slow 
response times. Not all MIS policies and procedures have been finalized or implemented, A data 
management process for collecting, storing, retrieving, and archiving data does not exist. Current plans do 
not provide a clear understanding of the Commission's technical direction. 

Recommendation 

MIS pOlicies and 
procedures in draft form 
should be formalized and 
Implemented. 

The creation and ongoing 
maintenance of a data 
model for the workers' 
compensation 
environment. 

Give priority to data 
problems that impact 
levels of seNice and quality 
of information 

Status Reported by Agency 

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

The Commission has outsourced its mainframe computing capaCity to the 
West Texas Disaster Recovery and Operations Center. Part of the contract 
for these seNices Includes a procedures manual. The procedures manual will 
include updating, formalizing, and Implementing procedures for mainframe 
operations, production control. security, etc. This has a contracted 
completion date of August 25, 1998, The Commission has established a 
System Development Life Cycle workgroup to address application 
development procedures, 

Status as of 6/30/98: FACTORS DELAY IMPLEMENTATtON 

Target Date: 12/31/98 

The Commission has begun an initial data element inventory of the daTa 
collected by the agency. Additional work is required and will be pert of the 
redesign plan of the Commission's legacy applications, This process has 
been delayed by the year 2(0) work In progress and the amount of testing 
that is required by the same staffing resources that will be required in this 
project. The Year 2ClCXJ project is scheduled for completion at the end of 
September. The agency is also in the process of developing a Request for 
Information that will provide a contractor that will assist the agency in 
determining the direction the ogency will take regarding the redesign of its 
legacy systems, Using this information, a plan on how to proceed will be 
developed by the target date of 12/31/98. 

Status as of 6/30/98: FACTORS DELAY IMPLEMENTAnON 

Target Date: 12/31/98 

The Commission has begun an initial data element inventory of the data 
collected by the agency. Additional work is required and will be port of the 
redesign plan of the Commission's legacy applications, This process has 
been delayed by the year 2ClCXJ work in progress and the amount of testing 
that is required by the some staffing resources that will be required in this 
project. The Year 2ClCXJ project is scheduled for completion at the end of 
September. The agency is alsQ in the process of developing a Request for 
Information that will provide a contractor thot will assist the agency in 
determining the direction the agency will take regarding the redesign of its 
legacy systems. Using this Information, a plan on how to proceed will be 
developed by the target date of 12/31/98, 
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Agency No. 453 

Workers' Compensation Commission 

Finding 2: " Overoll Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION 

The Commission's aged mainframe computer is nearing full capacity. has high operating cost, and has slow 
response times. Not all MIS policies and procedures have been finalized or implemented. A data 
management process for collecting, stoting, retrieving, and archiving data does not exist. Current plans do 
not provide a clear understanding of the Commission's technical direction, 

Recommendation 

Establishment of a cycle 
plan for performing, 
evaluating, and reporting 
on the data management 
process 

The Commission should 
obtain the Department of 
Information Resources 
guide, The Architecture 
Framework for Information 
Resource Management 
which provides the 
guidance needed to 
govem changing 
technology. 

Status Reported by Agency 

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

Target Date: 12/31/98 

The Commission has begun an initial data element inventory of the data 
collected by the agency. Additional work Is required and will be part of the 
redesign plan of the Commission's legacy applications. This process has 
been delayed by the year 2CKXJ work in progress and the amount of testing 
that is required by the same staffing resources that will be required in this 
project. The Year 2000 project Is scheduled for completion at the end of 
September. The agency Is also in the process of developing a Request for 
Information that will provide a contractor that will assist the agency In 
determining the direction the agency will take regarding the redesign of its 
legacy systems. Using this information, a pion on how to proceed will be 
developed by the target date of 12/31/98. 

Status as of 6/30/98: IMPLEMENTED as of 12/91 

A copy of DIR's The Architecture Framework for Information Resources 
Management was obtained In December 1997 and Is being used to develop 
a standards based architecture. Completed. 

Contact: Paul Garner. Director. Management Information Systems. 

MqaaQement's Resoonse trom Original R§port: 

Concur. The MIS dIvision will review, formolIze, and Implement draft pOlicies and procedures. 

Concur. The Commission will continue its efforts to evaluate and Improve the data it collects and the 
mechanisms used to collect the data. The WCIPT (Workers' Compensation Information Planning Team) has 
begun efforts to review the data elements and forms needed for Commission Information. The Commission 
will initiate an evaluation of the creation and maintenance of a data model for the workers' compensation 
environment. The CommiSSion wIll also evaluate establishing a cycle plan for performing, evaluatIng, and 
reporting on the data management process. This will be done in conjunction wIth the data model 

Concur. The Commission obtained 'The Architecture Framework for Information Resources Management .. 
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Agency No. 467 

Board of Privatefnvestigafors and Private Security Agencies 

Q.verall Conclusion 

The new management of the Board of Private Investigators and Private Security Agencies 
(Board) Is taking corrective action - and in some cases has completed corrective action - on 
all recommendations from our March 1997 audit report. The General Appropriations Act 
(agency Rider 4) requires that we report semiannually on the progress of the Board in addressing 
audit issues. This is the second of the semiannual reports we will provide under the terms of this 
rider. The attached table provides detoil on the Board's progress and the status of our review. 

A FolJow-Up Review on Management Controls at the Board of Private 
Investigators and Private Security Agencies 
SAO Report No. 97..Q48, March 1997 

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

Travel and purchase vouchers had been falsified. 

Recommendation status Reported by Agency 

Ensure that vouchers and Status as of 6/30/98: IMPLEMENTED as of 10/31/97 
supporting documentation 
are true, accurate, and New procedures have been implemented. 
correct. Ensure that only 
reasonable and necessary Implementation Verification by SAO 
expenses are Incurred for 
board meetings. SAO reviewed 7 travel vouchers In December, and found that all 7 were 

properly authorized. 
MaOOIJf:.lI1f2llt' ~ fl~~oons.~ 
from Originql Report: 

Changes will be made to 
planning and conduct of 
Board meetings. The 
Acting Chief Accountant 
will carefully review travel 
and purchasing guIdelines 
with senIor staff. Contact: Jay Kimbrough, Executive Director 
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Agency No. 467 

Board of Private Investigators and Private Security Agencies 

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

Board did not follow state purchasing requirements: 

• It did not obtain competitive bids for training courses. 

• It split purchases to ovoId requirement to comply. 

• Contracts were vague, they did not contain del/verab/es or specifics. 

Recommendation 

Comply with purchasing 
requirements; structure 
contracts to be specific. 

Mcmaaement's Response 
frQm OrlQlnal RepQrt: 

The Board will comply in 
the future. 

Finding 3: 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED as of 10/31/97 

New procedures have been Implemented. 

Implementation Verification by SAO 

The SAO considers this recommendation to be partially Implemented. 

The SAO reviewed procedures In place, In addition, in accordance with the 
Board's Rider No, 5, the Board has submitted contracts to the General 
Services Commission for its review in Fiscal Year 98. SAO reviewed several of 
these controcts both before and after submission to the General Services 
Commission. 1t appears that the Board has made changes as 
recommended and that the General Services Commission' s review was 
substantive. 

A recent post-payment review of the agency performed by the 
Comptroller's office suggests that there is still some improvement to be made 
for some kinds of purchases, The agency will Implement these changes and 
the Comptroller's office will review again within the next six months. 

Contact: Joy Kimbrough, Executive Director 

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

The Board paid first-class airfare without supporting documentation to show those were the only tickets 
available. 

Recommendation Status Reported by Agency 

Comply with General Status as of 6/30/98: IMPLEMENTED as or 12/31/97 
Appropriations Act. 

New procedures have been implemented. 
Ma.oaa,emoot' ~ flfiW;2onse 
from Orlgjoal Report: 

The Boord reaffirmed a 
policy of lowest possible 
airfares in February 1997. 

Implementation Verification by SAO 

SAO attended the Comptroller of Public Accounts' training on travel when 
this training was provided to the Board members in December 1997. In 
addition, we tested seven recent travel vouchers and found no exceptions. 

Contact: Jay Kimbrough, Executive Director 
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Agency No. 467 

Board of Private Investigators and Private Security A~Jencies 

Finding 4: ~ Overall Status as of 6/30/98: IMPLEMENTED 

Invoices were not paid In a timely manner, Ten of 30 tested were paid otter due date; 5 of the 30 were not 
paid within 30 days, 

Recommendation status Reported by Agency 

Develop and Implement Status as of 6/30/98: IMPLEMENTED as of 12/31/97 
policies and procedures to 
ensure that bills ore paid In New procedures have been Implemented, The Boord has caught up on 
a timely manner, overdue payments as of December 1997, 
Ma.aQa.emlmt'5.l?,fZ~Qonse Implementation Verification by SAO trQm Qrlaio.all?!w.o[[: 

ThIs Issue was addressed in SAO confirmed that payments were current within one week in December. 
February 1997. The Comptroller's office will be doing on extensive review of the Boord's 

procurement within the next six months. This review will include compliance 
with the prompt payment requirements. 

Contact: Joy Kimbrough, Executive Director 

Finding 5: I Overall Status as of 6/30/98: IMPLEMENTED 

Boord uses exception-based timekeeping system, not a positive assertion based system. 

Recommendation 

Start using a system that 
requires employees to 
report hours worked as well 
as leave taken. The form 
used to report time 
Information should Include 
a statement holding 
employee responsible for 
accuracy of the 
Information. 

Mao.aaement's Resoonse 
from Oriato.oIl?,eoori: 

The Board now uses a 
positive time keeping 
system in which each 
employee. under supervIsor 
scrutiny, is required to 
account for all hours 
actually worked. This new 
procedure became 
effective on March 1, 1997. 

Status Reported by Agency 

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

Timekeeping system was changed March 1997 and revised once in June 
1997 and again in November 1997, 

As of February 6. 1998, the conversion from the manual system to the 
Comptroller of Public Accounts' automated system is complete. 

Implementation Verification by SAO 

SAO reviewed the policy related to time sheets and the form used for time 
sheets as of December 1997. The new form has space for including the 
number of hours worked; the amount of sick leave, annual leave, and 
compensatory leave used and token; the approval of a supervisor; and the 
certification of accuracy by the employee. 

Contact: Jay KImbrough, Executive Director 
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Agency No. 467 
Board of Private Investigators and Private Security Agencies 

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

The Board should Identify ways to expedite the Investigative processes and decrease the backlog of 
investigation Cases. 

Recommendation 

Prioritize process 
investigation Cases. 

• IdentIfy ways to 
expedite Investigative 
process and decrease 
backlog. 

• Report performance 
information on the 
status of cases. (The 
initial report listed 
examples of 
measures.) 

Management's Resooose 
from Original Report: 

The Board will contact 
other licensing agencies by 
April 7, 7997, to get help In 
drafting procedures and 
will pursue a solutIon to 
backlog until It Is 
eliminated. Investigations 
Division will set monthly, 
quarterly, and annual 
targets for reducing, 
eliminating the backlog. 

Status Reported by Agency 

Status as of 6/30198: IMPLEMENTED as of 1/31/98 

The backlog has been eliminated. 

Between September 1997 and January 20, i 998, the Investigations Division 
opened 1 .694 cases and closed 2,250 cases. The Board considers the level 
of open cases at this point to represent an appropriate level of open cases 
and not a backlog. 

Implementation Verification by SAO 

SAO reviewed the priorities that were set In policy as of June 1997. 
As of January 1998, we confirmed that the backlog In investigations has 
indeed decreased. On that date, there were 2,056 cases open. significantly 
less than the backlog of 3,323 that existed in our March 1997 report. The 
number of cases continues to decrease. On March 10. 1998, there were 
1234 open cases. 

Contact: Jay Kimbrough, Executive Director 

STATE AUDITOR'S OFFICE 
AUDIT RECOMMENDATIONS STATUS REPORT M3 OF JUNE 30. 1998 

PAGE 92 



Agency No. 467 

Board of Private Investigators and Private Security Agencies 

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

Management does not receive the Information it needs on status of Investigations. The Informal1on Is 
aVailable; however, it is not aggregated in a user·fiiendly manner. 

Recommendation 

Executive management 
and the goveming board 
should receive 
performance Information 
on the status of cases from 
the point they are received 
to the time they are closed. 

Manaaemeaf's Resoonse 
from Original Reood: 

The head of Investigations 
Division will contact other 
agencies for ass/stance. 
The InvestIgations Division 
will prepare a monthlv 
report for Executive 
Director summarizing 
backlog and prioritizing 
next month's efforts. 
Automated Services will 
obtain a database that will 
improve reporting. The 
Investigations Division will 
set annual, monthly, and 
quarterly targets for 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED as of 10/31/97 

The Executlve Director Is now receiving a weekly report that includes the 
number and type of investigations by investigator, and the number and type 
of investigations closed and pending by investigator. 

Implementation Verification by SAO 

SAO reviewed the Information that management receives. The report 
provides summary Information, as well as apen Investigations by investigator. 
In addition, this ties to addiffonal detail based on case number. 

eliminating backlog Contact: Jay Kimbrough, Executive Director 
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Agency No. 467 
Board of Private Investigators and Private Security Agencies 

Finding 8: verall Status 0$ of 6/30/98: IMPLEMENTED 

The Board has established a hierarchy of computer access. However, some employees have unnecessary 
access to changing and renewing records of an individual. 

Recommendation 

The Board should establish 
a hierarchy of access that 
limits employees' ability to 
affect licensee data based 
on their job responsibility. 

Maoar;;ement's Response 
from Original Reoort; 

A review of employee 
need for licensee data 
change access was 
performed in December 
1996 and only those 
employees with specific 
job responsibilities that 
requfre Changing licensee 
data are able to access 
change functions within 
the Boord's computer 
system. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED as of 10/31/97 

Change access has been limited. 

Implementation Verification by SAO 

The Board is considering new licensing software I and is exploring the different 
options. D1R is involved in these discussions. 

Contact: Jay Kimbrough, Executive Director 
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Agency No. 467 

Board of Private Investigators and Private Security Agencies 

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

Records retention schedule needed to be updated. 

Recommendation Status Reported by Agency 

Update schedule to show Status as of 6/30/98: IMPLEMENTED as of 1/98 
how long records will be 
retained, and what Is The records retention schedule was revised in June 1997 and again in 
actually ureadily available.' January 1998. 

Mcmagtzm.enn, (!esl2Q.agz Implementation Verification by SAO 
from OrlgjnQl f?epod: 

SAO reviewed the Januory 1998 retention schedule as submitted to the State 
Library. 

Done March 1997. 
Contact: Joy Kimbrough, Executive Director 

Finding 10: II Overall Status as of 6/30/98: IMPLEMENTED 

Not all divisions have written procedures for aU positions and functions. 

Recommendation Status Reported by Agency 

Develop or complete Status as of 6/30/98: IMPLEMENTED 
written procedures for 
Licensing, Investigations, Hearings Division manual is complete as of 11/97. 
and Accounting divisions. 
MaJJ.~meQt'& {leiPonse Manual for Investigations Division was completed In February 1998. 
from Qriginal (!epod: Manual for Administration Division manual is complete as of May 1998. 

The License Division Handbook had already been completed. 

All divisions now have staff 
flow charts. Descriptions 
and instructions for job 
tasks will be completed by 
September 1, 1997. Contact: Jay Kimbrough, Executive Director 
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Agency No. 467 

Board of Private Investigators and Private Security Agencies 

Finding 11: II Overall Status as of 6/30/98: IMPLEMENTED 

Current procedures do not routinely include a process for review and approval of decisions to purchase 
goods or services. 

Recommendation Status Reported by Agency 

The Board should consider Status as of 6/30/98: IMPLEMENTED as of 10/97 
InCluding review and 
approval procedures for Review and approval processes have been implemented for expenditure 
each agency process. and disbursement decisions 

MaQar:re.r:n!it.Qt' $. Res12ans~ Implementation Verification by SAO 
([om Qli!Jiaa/l!aQad: 

SAO has reviewed the procedures. and recent purchases appear to have 
Review and approval been appropriately approved. 
procedures for purchasing, 
travel, and accounting 
have been adopted as 
policy. This policy became 
effectfve in February 7997. Contact: Jay Kimbrough, Executive Director 

Finding 12: II Overall Status as of 6/30/98: IMPLEMENTED 

The Board has Implemented procedures requiring documentation of the receipt of goods and services 
prior to paying disbursement vouchers. However, in cases where the receipt of these goods and services is 
not documented, the person who approves the voucher verifies that the goods were received. This results 
in an inadequate separation of duties. 

Recommendation 

The Board should require 
documentation for receipt 
of goods and services 
rendered prior to paying 
disbursement vouchers. 
Management's Respc)nse 
tram Original ReJ;J.{).It 

On March 17, 7997, the 
Board delegated the 
responsibility of receiving 
goods to specifiC 
individuals who will indicate 
on the receipt or invoice 
that the goods or services 
were actually received. 
These indlviduais have no 
responsibility for either 
purchasing or paying for 
the goods received. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED as of 10/31/97 

Policies have been Implemented. 

Implementation Verification by SAO 

SAO reviewed the procedures. In December 1997, we tested three 
purchases made in October and November. We found that the receipt of 
two of the purchases was adequately documented, but that the receipt of 
one was not. 

Contact: Jay Kimbrough. Executive Director 
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Agency No. 467 
Board of Private Investigators and Private Security Agencies 

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

Cash receipts are not adequately safeguarded. Cash receipts are processed throughout the day and are 
left on desks In an unsecured room. In addition, there are no documented procedures to ensure that cash 
receipts are accounted for, safeguarded, or deposited in compliance with the three-day rule. 

Recommendation Status Reported by Agency 

Implement procedures to Status as of 6/30/98: IMPLEMENTED 0$ oflO/31/97 
ensure that all cash 
receipts are accounted for, Cash payments are no longer accepted at the Board. Receipts of checks 
safeguarded, and and money orders are now deposited within three business days or four 
deposited in compliance calendar days. 
with the three-day rule. 

Implementation Verification by SAO 
M.aD!:J.s;J.emMt' ~ Re~DOD~ 
from Original Report: SAO has reviewed procedures related to cash receipts. 

Policies and procedures 
were implemented in 
February 1997 to ensure the 
safeguarded handling of 
and accountIng for all 
cash receipts (cash, 
checks, cashier's checks). Contact: Jay Kimbrough, Executive Director 

Finding 14: II Overall Status as of 6/30/98: IMPLEMENTED 

There is a lack of separation of duties over data entry and reconcillaiion of payroll and time keeping. One 
employee performs data authorization, data entry, verification, correction, payroll preparation, and time 
keeping fUnction for the entire Boord. In addHfon, fixed asset management Is not adequately segregated, 
The Board's property manager for fixed assets tags them as they are received, and updates and reconciles 
them to the Statewide Property Accounting System. 

Recommendation Status Reported by Agency 

Segregate the duties over status as of 6/30/98: IMPLEMENTED as of 10/97 
the various accounting 
functions. Payroll has been separated into timekeeping, data entry, and reconciliation. 

New procedures hove also been developed for fixed assets . 
.M.arJ.aQ.!;.mf:W.t's. Rf2.6POns'61 
from OrIainal Reaod: Implementation Verification by SAO 

All accounttng functions SAO has reviewed the procedures that are now in place. However, we hove 
and their review and not tested compliance. 
reconciliation have been 
segregated and assigned 
to separate Individuals 
effective March 1991. Contact: Jay Kimbrough, ExeCUTIve Director 
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Agency No. 467 

Board 0" Private Investigators and Private Security Agencies 

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

The Board has not developed procedures for the review and approval of statewide accounting system 
transactions, 

Recommendation Status Reported by Agency 

Establish management Status as of 6/30/98: IMPLEMENTED as of 10/31/97 
review and approval 
procedures for releasing Procedures have been developed and Implemented. 
accounting transactions 
that update the statewide Implementation Verification by SAO 
accounting systems. 

SAO has reviewed the procedures. We have not tested compliance with the 
MQD.aa.em~Qt'5.l!~5.Qons.f1. procedures, nor have we ensured that these procedures are adequate. 
from Oda;nall!eoort: 

Effective February 1997, all 
accounting functions that 
are entered into the 
statewide accounting 
system were segregated 
for purposes of review and 
reconciliation and are 
assigned to separate 
individuals. Contact: Jay Kimbrough, Executive Director 
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Agency No. 467 
Board of Private Investigators and Private Security Agencies 

Finding 16: ~ OverallStatu$ as of 6/30/98: IMPLEMENTED 

The Board has not performed Fair labor Standards Act (FlSA) status checks to determine exempt or non-
exempt status of employees. 

Recommendation 
Implement control 
procedures that require 
periodic reevaluation of 
duties and responsibilities of 
all positions to assess the 
accuracy of each 
employee's FLSA status 
determinations, In 
addition, the Board should 
maintain documentation 
of these assessments and 
ensure that the 
determinations are 
communicated to all 
employees. 
MooOQement's R§§PODSe 
from OrIgInal RcwQlt 

Status Reported by Agency 
Status as of 6/30/98: IMPLEMENTED as of 10/97 

At the end of October, all positions were evaluated for FLSA status. 
Employees have been notified of their current FLSA status. 
Implementation Verification by SAO 

Implementation Verification by SAO 

SAO reviewed the acknowledgment of notification. It appears that only the 
Executive Director and the four Division Directors ore considered exempt for 
FLSA purposes. 

The Board has appointed a 
new FLSA complianece 
coordinator effective 
February 7997. Contact: Jay Kimbrough, Executive Director 
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Agency No. 467 

Board of Private Investigators and Private Security Agencies 

Finding 17: II Overall Status CiS of 6/30/98: IMPLEMENTED 

Four of the five division chiefs have not had a performance evaluation in five years. The only supporting 
documentation in the personnel files for personnel actions Is the performance evaluation. There are no 
records of the selection process in the personnel files. nor is there a rating scale or matrix recording the 
selection process. The Executive Director has not received a formal written evaluation from the Board. 

Recommendation 

Implement controls to 
ensure that periodic 
performance evaluations 
are based on specific, 
objective. performance-
based evaluation criteria. 
The Board should also 
maintain adequate 
supporting documentation 
in employee files to support 
personnel actions. 
Additionally, the Board 
should maintain records of 
the selection process, 
including the reasons why 
an applicant is or is not 
selected. The Board should 
consider using a rating 
scale or matrix to record 
the selection process. 

Mqowement's Re5120nse 
from Originql Report: 

Effective September 1996 
the Board has 
implemented new 
procedures that enable an 
accurate evaluation of 
employee performance 
based on specific, 
objective, performance 
based criteria. 

The Board stoff will contact 
similar-sized agencies for 
assistance in developing 
evaluatfon crIteria for the 
Executive Director to be 
used by the Board 

Procedures are being 
Implemented to Insure that 
proper supporting 
documentation is 
contained In the personnel 
files relating to personnel 
actions. 

Status Reported by Agency 

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

Performance reviews are now annual for most employees, with additional 
review for new employees. In January 1998 the Executive Director notified 
the goveming board that his slx- month evaluation would be due on April 16 
and that his annual evaluation would be due every October 16. He also 
provided the governing board with copies of formats that other state 
agencies have used. 

Division directors received evaluations in April 1998. 

Implementation Verification by SAO 

SAO confirmed that all supervisors were required to evaluate staff by 
October 31. In addition, we tested the personnel files of six non-exempt 
employees to ensure that there were current evaluations and that pay 
changes were supported by evaluations. Five of the six employees had 
received performance evaluations during the last 12 months. One of these 
had received a pay increase, and his evaluation supported this increase. 

We reviewed the six-month evaluation that the Executive Director received 
from the govemlng board. 

Contact: Jay Kimbrough, Executive Director 
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Agency No. 476 

Texas Racing Commission 

1998 Small Agency Management Control Audit 
SAO Report No. 98·035, April 1996 

Finding l·A: II Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Ensure Licensees Meet licensing Requirements. 

Recommendation Status Reported by Agency 

We recommend that the Status as of 6/30/98: PARTIALLY IMPLEMENTED T orget Date: 911/98 
Commission revise and 
appropriately modify Its 
occupational licensing 
procedures to ensure that 
the required support for 
each type of license is 
obtained and 
documented before 
granting occupational 
licenses. Contact: Darrell Shook, Director of Occupational Licensing 

MtJnm;ement's ResDonse from QriQinql Report: 

The Commission has begun a review of its occupational licensing procedures and will complete the revision 
and documentation of the procedures by September 1. 1998. 

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

Strengthen the enforcement process. 

Recommendation status Reported by Agency 

Clarify its policies and Status as of 6/30/98: IMPLEMENTED 
procedures regarding (l) 
the intended use of its 
penalty guidelines for 
medication violations and 
(2) how strictly the 
Commission intends for the 
guidelines to be followed. Contact: Mike Burleson. Deputy Director for Racing 

Develop written penalty Status as of 6/30/98: PARTIAllY IMPLEMENTED Target Date: 9/1 /98 
guidelines for non-
medication violations, and 
distinguish beiween serious 
and minor violations. 

Contact: Mike Burleson, Deputy Director for Racing 
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Agency No. 476 
Texas Racing Commission 

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

Strengthen the enforcement process. 

Recommendation Status Reported by Agency 

Develop guidelines for Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98 
dealing with licensees who 
commit multiple violations. 
These guidelines should 
include criteria for revoking 
and for not renewing 
licenses. The Commission 
could use its rulings 
database to track multiple 
offenders and enforce 
guidelines. Contact: Mike Burleson, Deputy Director for Racing 

Develop procedures for Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98 
reviewing Stewards' and 
Judges' rulings to ensure 
conSistency with the 
penalty guidelines. Contact: Mike Burleson, Deputy Director for Racing 

{0anOQement's Re$Ponse from Original ReDort: 

The Commission hos hod penalty guidelines for medication violations for both horses and greyhounds since 
7991. The agency cannot state with certainty, however, the extent to which these guidelines have been 
communicated to the Stewards and Judges or to which they are being used. 

On February 17, 1998, the CommlS$lon distributed to 01/ Stewards a memorandum reiterating the penalty 
guidelines for medication violations in horses and clarifying the procedures for documenting mitigating 
circumstances that result in penalties that deviate from the guidelines. The Commission plans to issue a 
similar memorandum for medication violatIons In greyhounds by the end of March 7998. The CommIssion 
plans to complete penalty guidelines for other types of common vio/atlons by September " 1998. To 
ensure consistent application of the guidelines, the Commission will develop a procedure for rev/ewfng 
rulings which will be fully implemented by September 1, 1998. 
The written policies regarding repeat offenders will be completed bV September " 1998 
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Agency No. 476 

Texas Racing Commission 

Finding l-C: II Overall Status os of 6/30/98: PARTIALLY IMPLEMENTED 

Enhance the inspection process. 

Recommendation Status Reported by Agency 

Implement steps to ensure Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 111/99 
that all required inspections 
are performed annuallv or 
as directed In the 
Commission's policies and 
procedures. Contact: Contact: Paula Flowerdov, Executive Secretary 

Redesign the Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 111/99 
Commissioners' report 
format to show status and 
results of all types of 
inspections. Contact: Contact: Paula Flowerday, Executive Secretary 

Ensure that inspection Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 1/1/99 
reports and inspection files 
are complete. Contact: Contact: Paula Flowerday. Executive Secretary 

ManQ(J.emtmt's. flesQ.ons.~ fc.Q[IJ QligiaaJ. ReQ.ort: 

The Commission is in the process of reviewing the inspection program procedures and will have 
appropriate revisions implemented by JanualY 1, 1999. 

Finding 2·A: II Overall Status as of 6/30/98: IMPLEMENTED 

Establish controls over cellular telephones. 

Recommendation 

We recommend that the 
Commission develop and 
implement policies and 
procedures over cellular 
telephones to ensure: 
The Commission monitors 
cellular telephone billings 
and use. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

Contact: Contact: Paula Flowerday, Executive Secretary 

Employees reimburse the Status as of 6/30/98: IMPLEMENTED 
Commission for any 
personal telephone calls 
on a cellular telephone 
whose billings are paid by 
the Commission. Contact: Contact: Paula Flowerday, Executive Secretary 

Employees sign a property Status as of 6/30/98: IMPLEMENTED 
form when issued a cellular 
telephone. Contact: Paula Aowerday, Executive Secretary 
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Agency No. 476 

Texas Racing Commission 

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

Establish controls over cellular telephones. 

Manaoemenrs ResQonse trom Odr;tna! Reaort: 

On February 1, 1998 a ceBular telephone policy to prevent and detect misuse of cellular telephones was 
implemented. 

As of February 22, 1998 each employee of the Commission assigned any state equipment is required to sign 
Q Properly Receipt Form. 

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

Improve controls over travel voucher processes 

Recommendation Status Reported by Agency 

We recommend that Status as of 6/30/98: IMPLEMENTED 
management follow state 
travel regulations and 
comply with its internal 
policies and procedures for 
approving travel vouchers. Contact: Tim Craig, Director of Finance and Accounting 

M.!;mQgcment's Response from Or/glnol Report: 

In January 1998, the Commission Issued a rev/sed employee handbook which contains specific information 
regarding travel obtained from the State AudItor's Human Resources Inventory 1998-99. 
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Agency No. 476 

Texas Racing Commission 

Anding 2·C: 11 Overall Status as of 6/30/98: IMPLEMENTED 

Correct weaknesses with petty cosh and travel advance accounts. 

Recommendation Status Reported by Agency 

Change the lock to the Status os of 6/30/98: IMPLEMENTED 
office or desk in which the 
checkbooks are kept 
assign keys to only those 
employees that need 
access based on their job 
duties, and keep account 
of who has a key. Contact: Tim Craig. Director of Finance and Accounting 

Implement termination 
procedures that include 
deleting check signing 
authority and retuming 
keys for staff on their last 
day of employment. 
Employ a checklist that is 
initialed by the person 
doing the deletion and 
receiving the key. 

Require that disbursements 
from petty cash and travel 
advance funds be 
supported by an Invoice or 
receipt and be prepared 
and approved by separate 
people, 

Status as of 6/30/98: IMPLEMENTED 

Contact: Tim Craig. Director of Finance and Accounting 

Status as of 6/30/98: IMPLEMENTED 

Procedure implemented; 
Procedure manual In progress 

Contact: Tim Craig, Director of Finance and Accounting 

Manaaemeot's Response from Original Rwod: 

The Accounting Division has secured the two checkbooks for petty cosh and travel advance funds Into a 
locked file cabinet. The Chief Accountant and Chief FInanCial Officer are now ensuring invoices, receipts, 
and other documentation support petty cash and travel advances and that requests have appropriate 
approvals. 

The signature cards for the petty cash and travel advance fund accounts are being changed to reflect 
organizatIonal changes. One of the Immediate duties the new Chief Financial Officer will assume will be to 
develop a comprehensIve Accounting, Purchasing, and Payroll Policy and Procedure (APP) Manual for the 
agency. This manual will be implemented no later than September 1, 1998. 
In addition, the Commission has Implemented a checklist for this purpose which includes the initials of the 
person deleting check signing authority, retum of keys, and deleting access to accounting systems. 
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Agency No. 476 

Texas Racing Commission 

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

Deposit cash receipts within three business days. 

Recommendation Status Reported by Agency 

Make all deposits within the Status as of 6/30/98: IMPLEMENTED 
required three days or 
arrange for an extension as 
outlined In Government 
Code Section 404.094. Contact: Tim Craig, Director of Finance and Accounting 

Management's Response from Origioal Report: 

The Commission Is requesting an exemptioo to the 3 business-day requirement. If the exemptloo is 
approved, the Commission will provide written notIce to the State AudItor and the Treasurer in accordance 
with V. T.C.S. Govemment Code §404.094. If the exemption is not approved, the Commission will revise its 
procedures regarding timing of deposits and processing of license applications. 

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

Improve controls over disbursements and purchasing. 

Recommendation 

Ensure that a separation of 
duties exists between the 
person receiving goods 
and the person preparing 
the payment voucher 

Ensure that properly 
authorized purchase 
orders. invoices, and 
receiving reports are 
attached to payment 
vouchers. 

Mathematical calculations 
are made to verify 
accuracy of billings and 
payments. 

Approval Signatures by 
both the requester and 
management are 
obtained on purchase 
orders prior to purchasing. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

Procedure implemented; 
Procedure manual In progress 

Contact: Tim Craig, Director of Finance and Accounting 

Status as of 6/30/98: IMPLEMENTED 

Procedure implemented; 
Procedure manual in progress. 

Contact: Tim Craig. Director of Finance and Accounting 

Status as of 6/30/98: IMPLEMENTED 

Procedure implemented; 
Procedure manual in progress. 

Contact: TIm Craig, Director of Finance and Accounting 

Status as of 6/30/98: IMPLEMENTED 

Procedure Implemented; 
Procedure manual in progress. 

Contact: Tim Craig, Director of Finance and Accounting 
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Agency No. 476 

Texas Racing Commission 

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

Improve controls over disbursements and purchasing. 

Recommendation I Status Reported by Agency 

Manooemsnt's Response from OrigjnQi Repod:: 

The Commission has made all staff Involved In purchasing aware of the fundamental principles of 
segregation of duties and requiring these procedures be followed to prevent fraud and abuse. The 
Accounting, Purchasing, and Payroll (APP) Manual being developed wIll Incorporate segregation of duties 
In the required purchasing procedures. 

The Commission currently requires all purchase orders to have the Signatures of both the requestor and 
management. A separate individual from the requestor must acknowledge receipt of the goods. A 
separate Individual from the requestor and the receiver af the goods prepares the payment voucher only 
after properly verifying the receipt of the goods. The ChIef Financial Officer, Chief Accountant. or Deputy 
Director for Administration approves the payment voucher only after reviewing the supporting 
documentation and verifying the mathematical accuracy of the voucher. These procedures will ensure 
purchases are necessary and made (n accordance with need and management intent. 

Finding 3-A: ~ Overall status as of 6/30/98: IMPLEMENTED 

Improve procedures over Fair Labor Standards Act (FLSA) administration. 

Recommendation Status Reported by Agency 

Continue Its periodiC Status as of 6/30198: IMPLEMENTED 
review of the duties and 
responsibilities of all 
positions to ensure 
appropriate FLSA exempt 
or nonexempt status. Contact: Contact: Paula Flowerday, Executive Secretary 

Maintain documentation Status as of 6/30198: IMPLEMENTED 
to support the 
determinations, including 
the basis of FLSA exempt 
determinations (executive. 
administrative, or 
professional) in the 
employee personnel files. Contact: Contact: Paula Flowerday. Executive Secretary 

~ent's Response from Orig{oq/ R@Port: 

The agency has developed a binder that contains a current Job description for aff positions, along with a 
determination as to each position's FLSA status. The agency will update the binder as job descriptions are 
revised and review the FLSA status on each revision. In addition. the agency will revIew all positions 
annually in September in conjunction with the classification review. 
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Agency No. 476 

Texas Racing Commission 

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

Umlt access to automated information systems 

Recommendation Status Reported by Agency 

Review job duties on on Status as of 6/30/98: PARTIAllY IMPLEMENTED Target Dote: 9/1/98 
annual basis to ensure that 
each person's access rights 
to automated information 
systems are based on need Contact: Contact: Paulo Flowerday, Executive Secretory for that access. 

STATE AUDITOR'S OFFICE 
AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30. 1998 

PAGE 108 



Agency No. 477 
Advisory Commission on State Emergency Communications -

Poison Control Program 

1997 Small Agency Management Control Audit, Advisory Commission on State 
Emergency - Poison Control Program 
SAO Report No. 97-086, August 1997 

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

Established policies and procedures relating to expenditures for the Polson Control Program are not 
consistently followed. 

Recommendation 

All purchases should be 
approved by 
management prior to the 
actual purchase, 

Receiving reports should 
be obtained before 
payment. 

A system should be 
developed to ensure 
accurate posting of all 
transactions. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

Purchases are approved by management prior to purchase, The 
management level that approves the purchase is based on the dollar value 
of the purchase, 

Status as of 6/30/98: PARTIALLY IMPLEMEN'rED Target Date: 12/31 198 

A more formal receiving report process is being implemented for significant 
purchases, A new Rnancial Officer joined the agency in May 1998, and he is 
reviewing the procedure before implementation, 

Status as of 6/30/98: IMPLEMENTED 

Coding charts are now in place to Insure consistent accurate coding of 
invoices, Batches are verified by two people before final posting to system, 

M!Ja!Jgement's Response from Qrigjnal Report: 

The state's Poison control program Is a relatively new responsibility of the AdvisOry commission on State 
Emergency Communications (ACSEC), and the Texas Department of Health (TDH). In light of the above, 
the agency has the following response to noted findings 

Approval by Management: 

All poison control purchases occurred pursuant to a competitively procure purchase agreement 
(Implemented by the (General Services CommiSSion). Oversight by management was implicit In that 
process. In any case, already established management control systems have been strengthened to insure 
that all stoff are aware of the process, and how such systems apply to various expenditure activity. These 
systems require management to review, approve and sign purchase requests by program staff. 
Attached Receiving Report: 

Agency staff monitored and Inventoried all capital equipment purchased under the program in 
accordance with the purchase agreement described above. In any case, ACSEC did not have, at that 
time, a documented receiving report process, As a result of this review, the agency has revised its 
purchase order fonn to include a receiving report acknowledgment. 

Posted to the correct account: 

New to the state treasury, ACSEC continues to work with the Comptroller's Office to insure that expenditure 
activity Is posted to correct accounts. Agency fiscal staff has been enhanced and received additional 
training to insure that such posting is correct and accurate. 
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Agency No. 501 

Department of Health 

An Audit'Repotf on Medical Managed Care at the Texas Depatfment of Health 
SAO Report No. 98-028, February 1998 

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

Staffing is inadequate. Approximately one-half of all positions within the Program Operations, Program 
Quality Health Services, and Client-Provider Services divisions are currently vacant. 

Recommendation Status Reported by Agency 

We recommend the Status as of 6/30/98: PARTIALLY IMPLEMENTED Torget Date: 09/01/98 
Bureau of Manoged Care 
work aggressively to fill The BMC has hired four employees as of 6/15/98 and posted all remaining 
each of the vacant unfilled positions, The BMC has developed a new employee checklist. 
positions within the Bureau. Managers will be responsible for providing on-the-job training for their new 
Policies and procedures to staff. 
be followed by staff should 
be formalized and A target dc:::lte of QJ 1/98 was set to be fully staffed and fully implemented. 
documented, and new 
staff members should be 
trained In the poiicies and 
procedures so that they 
fully understand the 
responsibilities of their 
positions. Contact: Leah Rummel, BMC 

Manqaement's ReSDonse from OriQinal Report: 

Seven of these positions have been filled to date and five others are currently advertised. AggreSSive steps 
to advertise and fill the remaining eleven vacancies is underway. Expectat;on for completion of hiring is 
April 1, 1998. When positions are filled, managers are responsible for providing on-the-job training for their 
new stoff so that they understand the responslbiJIties of their positions. 
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Finding 2: 

Agency No. 501 
Department of Health 

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

Medicaid managed care data cannot be directly or easily accessed by stoff within the Bureau of 
Managed Core. 

RecommendaHon 

The Bureau should 
thoroughly evaluate what 
its Medicaid managed 
care information needs are 
and what barriers to those 
information needs exist. The 
Bureau should then 
develop several 
alternatives to obtaining 
the Information and 
evaluate the cost 
effectiveness of each. The 
Deportment should 
complete as soon as 
possible its current 
evaluation 01 using a data 
warehouse to provide a 
central location to store 
and access data. 

Status Reported by Agency 

Status as of 6/30/98: PARTIAllY IMPLEMENTED Target Date: 12/01/98 

NHIC is developing as part of Compass 21 an ad-hoc query platform. By 
2/1 /1999, Bureau staff will have access to Medicaid Managed Care data 
through this Ad-Hoc query platform that allows for easy query and reporting 
capabilities. 

Target date for full Implementation Is 12/1 /98. 

Contact: Leah Rummel. BMC 

Man~emeot's ResQQOSe from QrilJinal Repod: 

TDH has signed a systems development contract with NHIC to provide a state of -the-art claims processing 
and encounter repoding system Called Compass 21. Query and extensive ad hoc repodlng capabilities 
are scheduled to be implemented by April of 1999. In addition, TDH has also signed a contract with the 
Texas Health Quality Alliance for data analysis ond other related functions. 

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

Revisions to the contracts between the Department of Health and the managed care organizations are 
not always formalized in writing. 

RecommendatIon Status Reported by Agency 

We recommend all Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 09/01/98 
revisions to contracts be 
formalized and The Bureau of Managed Care has developed a formalized process 
documented as documenting contract changes. The BMC Is also implementing a process for 
amendments to the updating the policy and procedure manual. Through this process, all written 
contract. Memoranda of policy changes are kept in one centralized location and distributed to aU 
understanding be1ween managers. 
the Department and 
managed care A target date for full implementation is 9/1/98. 
organizations may serve as 
an alternative to formal 
contract amendments. Contact: Leah Rummel, BMC 
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Agency No. 501 

Department of Health 

Finding J: Il Overall Status as of 6/30/98: PAR11ALLY IMPLEMENTED 

Revisions to the contracts between the Department of Health and the managed care organizations are 
not always formalized in wrl1ing. 

Recommendation I Status Reported by Agency 

Management's Response from Qri(Jinal Report: 

The commission agrees that all revisions should be formalized and documented as amendments to the 
contract. 

Finding 4: II Overall status as of 6/30/98: PARTIALLY IMPLEMENTED 

The National Heritage Insurance Corporation, which processes all Medicaid claims, often modifies data 
submitted by the managed care organizations without consulting or notifying them. 

Recommendation Status Reported by Agency 

We recommend the Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/01 /98 
Bureau of Managed Care 
reevaluate the various The Bureau of Managed Care is currently analyzing all edits and audits in the 
levels of edits to determine current system. 
location appropriateness. Target date for full Implementation is 12/1 /98. 
Editing should be 
performed as early in 
processing as possible to 
allow correction by the 
creator of the data. Contact: Leah Rummel, BMC 

Mqoggement's Respgose from Odginoi Report: 

Management agrees wIth the issue and recommendation. 

Finding 5: ~ Overall Status os of 6/30/98: PARTIALLY IMPLEMENTED 

The automated system maintained by NHIC has not been independently reviewed to ensure adequacy of 
controls In over four years. 

Recommendation Status Reported by Agency 

We recommend the Status as of 6/30/98: PARTIALLY IMPl.EMENTED Target Date: 12/31/98 
Department conduct or 
arrange for an Preliminary review work Is underway. 
independent review of the Target date for fullimpfementation Is 12/31/98. 
automated controls of the 
system contractor, NHIC. Contact: Frank Ditmore, lAD 
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Finding 5: 

Agency No. 501 

Department of Health 

II Overall Status as of 6/30/98: PAR1'IAtLY IMPLEMENTED 

The automated system maintained by NHIC has not been independently reviewed to ensure adequacy of 
controls in over four years, 

Recommendation I Status Reported by Agency 

Management's Resoonse from OrlginQl Report: 

The intemal Audit group dedicated to continuously review NHIC performance has recently employed an 
EDP auditor that will perform this function for the Deportment, 

Finding 6: ~ OVerall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Cost effectiveness cannot be ensured. 

Recommendation Status Reported by Agency 

Develop and Implement Status as of 6/30/98: PARTIALL V IMPLEMENTED Target Date: 12/31/98 
written policies and 
procedures for evaluating The Bureau of StatistIcs and Analysis is updating the Forecasting Procedures 
and updating capitated Manual to include managed care rate development and evaluation. 
rates In the periods 
subsequent to initial roll out. Contact: David Palmer, S&A 

u ........... n .. ~n ... u •••• uu~ .......... n.n .... ~ ... HnH'~~ •••• n ... ~ ••••• " .... u ••• u.n ............... n ... n .•••• u ..... u ... u .... ~ .. n ............. nn ... nH ... U ...... uu .............. "H,.~ ••••• Uu.n ...... "." ..... u ... " .. ~u .. U •• U.4"U~.n •• 

Encounter data should be Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98 
obtained, verified, and 
used in the analysis of the An encounter data workgroup has been established to monitor the 
capitation rates development of an encounter data acceptance and processing system. 

Meetings are held weekly with the BMC, the Bureau of Information Resources 
and NHIC to evaluate system development status and to recommend 
modifications. 

Target date for fullimplementatfon is 12/31/98. 

Contact: David Palmer. S&A 

Manwement's Response 'rom OriQinal Repod: 

Management agrees with this recommendation. 

STATE AUDITOR'S OFFICE 
AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30. 1998 

PAGE 113 



Finding 7: 

Agency No. 501 

Department of Heolth 

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

Outcome information that is included in the standard contract with MCOs is not always collected as 
required. 

Recommendation Status Reported by Agency 

Evaluate current process of Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote: 1211/98 
collecting, analyzing, and 
reviewing data from the The BMC Is In the process of a validation study concerning the existing HMO 
MCOs. encounter data. The study will allow extrapolation of current data as an 

assessment of the total health delivery by plans during the post year. In 
addition, the HMO encounter data submission requirements are being 
revised. 

un .. "uu •••••• ~.u ............ u .... u ..................... ~~~.u ... ~ •• ~ • .... U.H.UUU.U .... ., ... ~ ...... h ...... 1 ....... » .. ,. ................ u ........................ ~.n •• uuuu ..... H ...... UH •••• H •••• HHUU .... U.Hu~uH ••• .............. uu .••.• H ...... 

Controls should be Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/l/98 
established to ensure that 
all required information is An encounter data tracking system is being established to accept, reject 
documented and and track encounter claims on an Individual basis, 
communicated Target date for full implementation Is 12/1/98, 
consistently to MCOs and 
Department staff. Contact leah Rummel, BMC 

Management's Response (rom Oriaina/ Report: 

The Department agrees. 
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Agency No. 502 
Board of Barber Examiners 

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

Finding l-A: II Overall Status as of 6/30/98: IMPLEMENTED 

Improve compliance with statutes goveming examinations. 

Recommendation StatU$ Reported by Agency 

Ensure that all candidates Status as of 6/30/98: IMPLEMENTED 
present a picture 
Identification at the 
examination site . 

.......... " ............... ,. .................................. u· .. Uyu ...... .U •• nU ........... u ................ uu .... U ..... nu ..... H ............. H ..... H .. U ...... " ••••••••• ~ ................ "" .. u .......... u ........ "* ••• u ...... 4 ... Hu ................... u ......... 

Ensure that the Status as of 6/30/98: IMPLEMENTED 
examinations for those 
whose licenses have been 
expired for five or more 
years and for prisoners, be 
purchased from a national 
testing service or validated 
by an Independent testing 
prOfessional. 

Management's ReSfJoose from Qrlginal Report: 

Beginning with the September 8. 1997, examination a positive photographic identification has been 
required of 0/1 examinees. Admission to the exams is not allowed without photographic Identification. 

Beginning with the April 1998 examination all examinees will be given the same test whIch is produced and 
vaHdated by a national testing service. 

Finding l-B: II Overall Status as of 6/30/98: PARTIALL V IMPLEMENTED 

Improve controls over Inspections and complaint Investigations. 

Recommendation Status Reported by Agency 

Perform a formal risk Status as of 6/30/98: PARTIALLY IMPLEMENTED 
analysis on all barbershops 
and schools and identify 
those with recurring 
problems. This risk analysis 
should be based on 
objective criteria. The 
results could be used to 
develop a schedule for 
.!~e~2!!2!1?: ........................................................................................................................................................................................................................ . 
Develop formal policies Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 08/31/98 
and procedures to be 
followed when performing 
inspections and when filing 
and Investigating 

.. 2g.r:!2P.!9!!.!!~:....................................... .. ................................................................................................................................................................................ . 
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Agency No. 502 

Board of Barber Examiners 
-----,----------------------------------------------------------------------
finding 1-8: II Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Improve controls over inspections and complaint Investigations. 

Recommendation l Status Reported by Agency 

ManQQ8ment's Re$XU15e (rom OriQinql Report: 

In conjunction with advice from the State Auditor's Office, the agency wifl begin immediately to formulate 
a risk analysis program based on objective criteria. 

A draft copy of Inspection procedures has been produced but needs enhancement. These procedures 
will be formalized and presented to the inspector staff in written format. These procedures will be 
completed and implemented not later than the end of FY98. 

finding 2-A: ~ Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Provide timely performance appraisals for employees. 

Recommendation Status Reported by Agency 

We recommend that the Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/31/98 
Board perform annual 
written performance 
appraisals on all 
employees. 

MooQgemenf's Response from Origioal Report: 

Written performance evaluations wt1l be performed for all employees annually. 

Finding 2-8: II Overall Status os of 6/30/98: PARTIALLY IMPLEMENTED 

Create and maintain functional job descriptions for all positions. 

Recommendation status Reported by Agency 

We recommend the Board Status as of 6/30/98: PARTIALLY IMPLEMENTED 
develop and maintain 
functional Job descriptions 
for all positions. 

Manaaemeat's Response from Original ReQod: 

A functional job description will be developed for each position at the agency. 
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Agency No. 502 

Board of Barber Examiners 

Finding 3-A: I Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Improve accounting practices. 

Recommendation Status Reported by Agency 

Provide training to Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote: 7/31/98 
accounting staff on 
preparing the AFR. Recommendations partially implemented. Factors delay implementation-

Hiring of Accountant III 
u ............. nu·~~H ...... n ..... u' .... u .. u, ••••• u ..... ,· ••• ""· u .... ••• •• u •• uu ...... H ••• u.~.f ...... H ........ • ..... ¥n+ ........ uu ••• ~ •• u,.un ....... nunu .......... uu ••••• U ........ HH ......... u ..... u .................... u.u .......... 

Perform monthly Status as Of 6/30/98: IMPLEMENTED Torget Dote: 4/1/98 
reconciliations of 011 fixed· 
asset transactions. 

Management's ResPonse from Origjoql Report: 

fhe agency will obtain fralning and trainIng materials from the Comptro/fer of Public Accounts regarding 
preparation of the AFR. 

Beginning in April 1998. the agency's accountant will be required to perform a monthly reconciliation of 
fixed asset transactions/accounts to the State Property Accounting (SPA) system. 

Finding 3-8: ~ Overall Status as of 6/30/98: IMPLEMENTED 

Improve controls over cash receipts. 

Recommendation status Reported by Agency 

Comply with the three-day Status as of 6/30/98: IMPLEMENTED forget Date: 09/01/97 
rule for depositing funds 
.J!.!!£.!~.~.~!~~.!~~.9.~.~!Y.: .............. • u .. ~.,. ••• uu ..... '"w .................... uu ........ ~H ... nn ..... n ..... un ............... ~ •••• U .. "'.U .. H ....................... n •••••••• u ................ u ••••••• UUH.U ........ 

Keep cash In 0 secure Status os of 6/30/98: IMPLEMENTED Target Date: 09/01/97 
location at all times. 

Management's ReSQOOSe from Grigna' Report: 

Beginning in September 1997 (beginning of FY98) 01/ deposits to the state treasury hove been within the 
three doy limit os required. 

As of the date of the State Auditor's revIew it became the policy of the agency to require 01/ cash to be in 
a secure location, i.e. a locked safe. unless it is being processed at the time. 
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Agency No. 502 

Board of Barber Examiners 

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

Improve controls over travel vouchers. 

Recommendation Status Reported by Agency 

Ensure that travel vouchers Status as of 6/30/98: IMPLEMENTED 
are in compliance with all 
state travel regulations . 

Target Date: 9/1/97 

................. U ........ U."''''~~U.U .. h ......... U .......... u....... .. ...... UU .. U.UM ........................ n ........... u ........................• u< .. n ...... ao.u ........ u.u .... u ........ ~ ••••• uu ....... u.uu •••••• u ............ n ...... u ......... n 

Use the Comptroller's 
Mileage Guide In 
determining mileage 
between cities. 

Have govemlng board 
members sign their 
Individual travel vouchers 
after reviewing them for 
accuracy. 

Ensure segregation of 
duties In entering and 
releasing travel vouchers 
IntoUSAS. 

status as of 6/30/98: IMPLEMENTED 

status as of 6/30/98: IMPLEMENTED 

Status as of 6/30/98: IMPLEMENTED 

ManOQefDent's ResoODSe from OriQinal Reaort: 

All travel vouchers will be carefully processed and checked bv appropliate agency 
accounting/management staff to adhere with 0/1 state travel regu/afjons, 

Target Date: 9/l/97 

Target Date: 9/1 /97 

Target Date: 911/97 

Beginning FY98 all travel vouchers have been processed using the Comptroller's on-line mileage guide. 

Upon Initial presentation of this finding, polley was changed and board members have not Signed blank 
travel vouchers since that time. All vouchers are filled out by agency accounting personnel and are then 
submiffed to board members for review. No travel voucher Is processed until the payee has first been 
given the voucher to review and has signed the voucher after It has been fif/ed out. 

It is the intent of the agency to segregate duties of entering and releasing all USAS transactions. 
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Agency No. 502 

Boardof'BarberExaminers 

FindIng 4: I Overall St<:rius as 0'6/30/98: FACTORSDELAY·IMPLEMENTATION 

Improve policy management. 

R.~QrrUYH~nddtion StatusRep~:"tedby Agency 

We recommend that the Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION 
govemlng board develop, Target Date: 8/31/98 
distribute, and implement 
formal policies and Factors have delayed implementation to allow the new Executive Director to 
procedures to Identity complete development of this priority with the State Board of Barber 
responsibilities of the Examiners. 
govemlng board and 

. executive management. 

Management's Response from OrlQinai Repod: 

The board members will develop, implement and distribute formal policies and procedures regarding the 
responsibilities of the board and of executive management, 
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Agency No. 503 
Board of Medical Examiners 

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

Finding l·A: ~ Overall Status as of 6/30/98: IMPLEMENTED 

Strengthen controls over decentralization of human resource functions. 

Recommendation 

Develop, implement, and 
more routinely monitor 
implementation of agency-
wide policies and 
procedures for human 
resource management. 

Ensure that staff members 
responsible for human 
resource functions are 
adequately trained on 
human resource processes. 
policies. and procedures. 

Strengthen planning, 
coordination. and 
oversight of prior and 
planned decentralization 
of human resource 
functions. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED os of 6/1/98 

The agency has held several meetings focusing on human resource issues, 
These Included areas for Job Descriptions. Evaluation, Merit Awards, FLSA. 
Personnel Files, Hiring. Terminations and NonMonetary Awards. Agency-wide 
policies have been created for each of these areas. These were developed 
with input from all agency management. These policies were drafted. 
discussed, amended, and provided to management in final form. These 
became operational agency wide on June 1, 1998. 

Contact: Wallace Lankford, Director of Finance 

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

As noted above, management, Including supervisors, were involved in the 
development of new policies, Staff responsible tor payroll, and personnel 
actions were also involved. particularly with the design of requirements for 
documenting compliance with the new policies. These policies were 
implemented on June 1. 1998. Both staff and management involved with 
human resource Issues have now used these procedures. 

Contact: Wallace Lankford, Director of Finance 

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

As noted above. policies related to human resource issues were developed 
with agency wide participation. Based upon our understanding of audit 
recommendations. strategies to strengthen agency procedures were 
focused on standardization, consistency, and centralized control. 
Appropriate and necessary documentation is kept centrally. Checklists have 
been developed to assure compliance with the developed pOlicies. These 
policies were implemented on June I. 1998. 

Contact: Wallace Lankford. Director of Finance 

Management's Response from Original Report: 

An agency wide project has met several times to dote. Our managers and supervisors are noting concerns 
and developing processes to improve our controls and assure greater consistency among our 
departments. Additional authorization, consistent verification. and centralization of documentation will be 
implemented to improve this area. The target date for completion of this project is June " 1998. 
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Agency No. 503 

Board of Medical Examiners 

Finding 1·8 ~ Overall Status as of 6/30/98: IMPLEMENTED 

Improve Procedures Over Fair Labor Standards Act (FlSA) Administration. 

Recommendation 

Periodically review the 
duties and responsibilities of 
all classified positions to 
determine the appropriate 
FLSA exempt or nonexempt 
status. 

Main1nin and monitor 
documentation to support 
FLSA determinations 

Status Reported by Agency 

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

As part of the effort to strengthen human resource areas, new Job 
descriptions for all staff have been rewritten, In addition. Regulation 541 from 
the U.S. Deportment of Labor was obtained for understanding exempt or 
nonexempt Classifications. An agency guideline has been written and 
provided to agency management. Departmental managers are In the 
process of using this guidance together with the newly rewritten Job 
descriptions to make appropriate determination of the status of these job 
positions, Completion date is prior to June 30, 1998, 

Contact: Wallace Lankford, Director of Finance 

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

Documentation of decisions regarding determination of exempt or 
nonexempt status will be kept In our personnel office, together with the job 
descriptions for each job position. This will also be completed prior to June 
30,1998. 

Contact: Wallace Lankford. Director of Finance 

Management's Response froro OrigInal Report: 

Each department ;s now analyzing the job descrlptfons of theIr personnel to make decisions regarding the 
FLSA status for each positiOn. These will be documented and this documentation wI/I be centrally located 
by June 1, 1998. 

Due to the difficulty of this area, we have discussed the Issue with several other agencies. Inconsistency 
among these agencies appears to be the rule. A need exists for simple guidance that would generally be 
applicable to most agencies. This would aSSist our decisIon-making, and assure greater consistency 
statewide and within each Individual agency. The State Auditor could be a tremendous resource In this 
area. 
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Agency No. 503 
Board of Medicol'Examiners 

Finding l·C: " Overall Status as Of 6/30/98: IMPLEMENTED 

Maintain Employee Selection Documentation. 

Recommendation Status Reported by Agency 
We recommend that the Status as of 6/30/98: IMPLEMENTED as of 6/1/98 
Board keep all 
documentation relating to New policies have been Implemented for hiring new personnel. A checklist the employee selection has been designed to provide greater assurance that documents are process as required by law. obtained for safekeeping, to verify that consistency exists for choosing 

candidates, and that criteria for the selection is maintained for retention 
purposes. This process was started on June 1, 1998. 

Contact: Wallace Lankford. Director of Finance 

Management's Resoonse from Qrl(;iaa/ Report: 

Brief trainIng has alreadv been provided supervisors to address this Issue. We are now assuring that 
interview checklists are being used both for Interviews as well as for hiring decIsions. This documentation is 
collectedcentraJly before an offer Of employment can be made. Implementation of this process will be 
finalized by June 1, 1998. 
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Agency No. 503 

Board of Medical Examiners 

Finding 1-0: L Overall Status as of 6/30/98: IMPLEMENTED 

Improve the performance appraisal process. 

Recommendation 

Revise procedures to use 
appraisal criteria specific to 
the job position being 
evaluated. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED as of 6/1/98 
All noted above. part of the changes Implemented were rewriting job 
descriptions. specific to each unique job position. Management meetings. 
described above, determined that a standard fiVe point scale be used to 
rank performance. This scale is applied to the actual Job description, which 
lists the primary and significant job responsibilities for the position. This 
provides greater assurance that the actual job functions are being 
evaluated more objectively. This procedure was implemented on June 1, 
1998 . 

.................................................................. .. 9..9.!).!9.~.t: .. YY.9.,!9.g§!J9.!J!:!.9.f9..:.Q.~~~S!9Ig.tf!.Q.9D~!?! ..................................................................... . 
Provide guidelines and 
specific examples to 
evaluators to ensure 
consistency In employee 
appraisals. 

Status as of 6/30/98: IMPLEMENTED as of 6/1/96 
Several example employee appraisal instruments. including that of the State 
Auditor, were used to analyze and improve our appraisal process. The job 
descriptions have been written with attention to acceptable levels of 
performance. These were placed in USe for new evaluations beginning on 
June 1. 1998. 

Contact: Wallace Lankford, Director of Finance 

Management's ReSQonse from Od.ainql ReQod: 

Part of the project to improve the Human Resource area by June I. 1998. has been directed at the 
evaluation process. EvaluatIon procedures and documents have been shared by the Boord of Nurse 
Examiners, Office of the State Auditor, ond Comptroller of Public Accounts. It Is antiCipated that some 
adaptatIon of the processes used by these three agencies will be used to change our Instrument ond 
process. The evaluations will become more specific to job desCriptions. These descriptions are also being 
rewritten as a result of the audit. Requiring the evaluations to be more specific and directly related to 
different job positions should force both supervisors and staff to focus on their unique responsIbilities. 

We are currently using reports provided by the Uniform Statewide Payroll/Personnel System (USPS) to 
provide advance notification of scheduled times for 12 month evaluations. This will provide assistance to 
assure tImely evaluations. 
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Agency No. 504 

Board of Dental Examiners 

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

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

Policies and procedures related to case resolutions and complainant notifications are not enforced. 

Recommendation Status Reported by Agency 

Establish time requirements Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote: 8/14/98 
tor case investigations. 

As part of the process to Improve procedures for resolution of cases, 
complaint categories were redefined and simplified to comply with 
requirements of the Dental Practice Act and Board Rules. These were 
approved at the Board Meeting on June 5, 1998. Time lines are being re-
evaluated as they apply to particular violations. Complaint notifications are 
sent in a timely manner. 

Implementation History 

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

Time requirements were self-imposed, not statutory. Newly appointed 
Director of Enforcement (July 1997) is re-evaluating time lines with the 
General Counsel and the Executive Director. 

Management's ResOOOse from Qrir;;ina/ Rrmod: 

rime lines are befng evaluated. Measures are being implemented to reduce backlog and streamline 
process. 

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

The Ucensing and Examination division's pOlicies and procedures manual lacks sufficient detail to provide 
useful guidance for employees. 

Recommendation Status Reported by Agency 

The Board should ensure Status as of 6/30/98: IMPLEMENTED 
that the Licensing and 
Examination division's 
policies and procedures 
manual is updated and 
that it addresses all policies 
and procedures currently in 
place, The board should 
ensure that division stoff. 
including division director, 
has input in updating the 
manual. 
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Agency No. 504 
Board of Dental Examiners 

Finding I-B: II Overall Status as of 6/30/98: iMPLEMENTED 

The Ucensing and Examination division's policies and procedures manual lacks sufficient detail to provide 
useful guidance for employees. 

Recommendation I Status Reported by Agency 

Management's Response from Qr/fJlnal Report: 

More detailed procedures for each function within the Licensing and Examinations Division will continue to 
be developed, Targeted camp/etlan of this project wfll be December 37, 7997, primarily because the 
Division will be Installing a new automated licensing and registration system and most automated 
procedures will have to be developed on a ~trial and errorN basis. Each staff member of the division will 
be documenting hIs/her respective procedures and will submit them for review to the director of Licensing 
and Examinations by December 15, 1991. 

Finding l-C: II Overall Status as of 6/30/98: IMPLEMENTED 

The Board does not comply with requirements for Ucensing Agencies. 

Recommendation Status Reported by Agency 

The Board should Include a Status as of 6/30/98: IMPLEMENTED as of January 1998 
statement on license 
renewal applications 
indicating that failure to 
repay a guaranteed 
student loan is grounds for 
not renewing a license. 

Management's Resooose from Original Report: 

The Division of Licensing and ExamInations will amend the licensure letter to applicants for InitIal licensure to 
include notice that persons in default of guaranteed student loans will not be aI/owed to be licensed with 
the SBOE until a Repayment Agreement has been approved by the Texas Guaranteed Student Loan 
Corporation (TGSLC) or the loan has been repaid. Additionally, the division will amend its annual renewal 
notice to include a notice that faIlure to repay a guaranteed student loan is reason for not renewing a 
license and that renewal will not occur until a Repayment Agreement has been approved by the TGSLC or 
the loan has been repaid 
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Agency No. 504 
Board of Dental Examiners 

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

Exam procedures are weak. 

Recommendation Status Reported by Agency 

Update Nitrous Oxide Status as of 6/30/98: IMPLEMENTED as of 3/27/98 Target Date: 4/1/98 
Monitoring Exam. 

Board approved new exam at the March 27, 1998 Board Meeting. 

Implementation History 

Status as of 12/31/97: PARTiALLY IMPLEMENTED Target date: 4/1/98 

Prior to audit, the Board's Examination Committee already was reviewing for 
possible updates to the exam, An updated exam will be presented to the 
Board at the March '98 meeting. 

Management's ResQonse from Origlna! Report: 

New exam being developed, continuing exam renovation project started in 1996. 

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

Human Resource pOlicies and procedures need to be improved. 

Recommendation 

Update the current 
Americans with Disabilities 
Act (ADA) policy too 
ensure that the grievance 
procedure identifies the 
elements which need to be 
included In a written 
complaint and a statement 
of non-retaliation. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED as of 3/27/98 

Personnel Manual was updated to reflect this Change and was presented to 
the Board at the March 27, 1998 Board Meeting 

Document and maintain Status as of 6/30/98: IMPLEMENTED as of March 1997 
criteria on hiring 
procedures on all 
applicants and not just 
applicants selected for 
inteNiews. The board 
should also ensure that 
dccumentation supporting 
the grades given to 
applicants Is maintained. 
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Agency No. 504 

Board of Bental Examiners 

;}Flnding 3: II Overall Status as of 6/30/98: IMPLEMENTED 

Human Resource policies and procedures need to be Improved. 

Rec:ommendation Status Reported by Agency 

Strengthen controls over Status as of 6/30/98: IMPLEMENTED as of September 1997 
pernonnelacffonsby 
ensuring that pernonnel 
action forms are prepared 
(and approved prior to the 
effective dates of 
promotions, merit increases 
and merit decreases. 

Manqgwneot's Response from OrlQinai Reoort: 

The SBOE Is updating Its Personnel Manual. Pursuant to the American with Disabilities Act, the update will 
include (1) a grievance procedure that Identifies the elements whIch need to be included In a written 
complaInt and (2) a statement of non-retaliation. 

The SBDE has a hiring selection procedure In place. However, the SBOE will revise its procedure to make 
sure the screening form Is used by all Divis/on Managers when screening appllcanfs and that 
documentation Is maintained on the criteria used to grade aJf applicants. 

The SaDE Is updatfng Its Personnel Performance EvaluatIon Program. Pursuant to this update, all d/vlslon 
managers wl1l be required to submit personnel Evaluations Forms to the Executive director 30 days before 
the due date. 
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Agency No. 507 
Board of Nurse Examiners 

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

Finding 1: ~ OVerall Status as Of 6/30/98: IMPLEMENTED 

The Board did not meet statewide HUB goals for fiscal years 1996 and 1997. 

Recommendation Status Reported by Agency 

Continue to meet Status as of 6/30/98: IMPLEMENTED os of 2/1 /98 
statewide HUB goals. 

Agency Purchaser has Identified additional HUB sources to utilize In more 
areas of agency purchasing. 

Contact: Mark W. Majek, Director, Administrative Services 

MOOOQeCTlenrs ReSQOQse from Original RooOd: 

The Board has intensified Its efforts to meet the statewide HUB goal for thfs brennlurn. 

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

The Board did not compile and maintain monthly Information relating to its use of HUBs, including 
information regarding subcontractors and suppliers. The Board did not estimate the total value of con-
tract awards expected for fiscal year 1997 by the 60th day of the fiscal year. 

Recommendation Status Reported by Agency 

Maintain monthly rather Status as of 6/30198: IMPLEMENTED as of 2/1/98 
than quarterly information 
relating to the use of HUBs. The Board went back to the beginning of fiscal year 1998 and recorded 
Calculate the expected monthly HUB use and has done so since 2/1/1998. 
awards of HUBs by the 60th 
day of the fiscal year. The Board's Purchaser has been assigned the duty of estimating the awards 

to HUBs and will do so by the due date of each fiscal year. 

Contact: Mark W. Majek. Director, Administrative Services 

Maoagement's Response from Original Report: 

Although we did not maintain monthly reports, the Board did maintain quarterly reports of HUB usage. 
will begIn esfimatfog the total varue of contract awards expected tor fiscal years 1998/99. 
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Agency No. 507 
Board of Nurse Examiners 

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

The Board did not include the HUB subcontracting language In Its bid and contract documents of the Peer 
Assistance Review Program. 

Recommendation Status Reported by Agency 

Ensure that contracts Status as of 6/30/98: PARTIAllY IMPLEMENTED Target Date: 8/31/98 
include the required 
subcontractor HUB We are currently revising the Peer Assistance Program Contract. Target date 
language and that for implementation Is 8/31/98. 
contractors comply with 
state guidelines on Will include HUB subcontractor language in future agency contracts. 
purchases from HUBs. 

ManOQement's Response from Original Repod: 

The Board will include HUB subcontractor language in agency contracts. We are currently completing this 
process with the Peer Assistance Program contract. 
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Agency No. 513 

Funeral Service Cornmission 

1998 Small Agency Management Control AudU at the Texas Funeral Service 
SAO Report No. 98-035, April 1998 

Finding 1: I Overall Status as of 6/30/98: OTHER 

The Commissioners' actions did not comply with laws and Commission policies. 

Recommendation 

We recommend that the 
Commissioners improve 
compliance with state laws 
and pOlicies to support a 
strong control environment. 

The Commissioners should 
develop and implement 
clear policies on the 
complaint resolutlon 
process and the refunding 
cffees. 

Status Reported by Agency 

Status as of 6/30/98: OTHER Target Date: 1018/98 

(Addressed at May 7th meeting for full action by Board) 

The audit report, Issued In April 1998, wos presented to the Commission 
meeting. The Commission discussed the report and determined that they 
would take the necessary actions to Improve their compliance with state 
laws and policies. The next Commission meeting is scheduled for the October 
1998. 

Status as of 6/30/98: OTHER Target Date: 10/8/98 

(Addressed at May 7th meeting for full action by Board) 

The audit report, Issued In April 1998, was presented to the Commission at the 
May 1998 Commission meeting. A draft of all new rules pertaining to audit 
Issues shall be complete by the October 1998 meeting at which time these 
rules shall be open for discussion and/or adoption. 

Manaaement's Response ffQm Od(Jlnal Report: 

The Commission will draft a new rule that addresses policy for Commissioners participating in Complaint 
Review Committee (CRC) matters and overao operations. The Commission will draft a new rule regarding 
refunds of license fees. Additionally, the Commission will amend its by-laws to incorporate a statement on 
Conflict of Interest and Public Perception regarding Commissioners' Involvement fn issues of Compliance. 
The CommissIon will begin to address the above during ffs meeting In May 1998 and will Implement these 
by the start of Fiscal Year, 1999. The Commission will pursue and follow dilIgently all rules and laws 
(established criterIa) pertaining to the Exit Interview Process so as to ensure that the favoritism cannot be 
perceived. 
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Agency No. 513 

Funeral Service Commission 

1998 Small Agency Management Control Audit at the Texas Funeral Service 
SAO Report No. 98-035, April 1998 

Finding 1: II Overall Status as of 6/30/98: OTHER 

The Commissioners' actions did not comply with laws and Commission policies. 

Recommendation 

We recommend that the 
Commissioners Improve 
compliance with state laws 
and pOlicies to support a 
strong control environment. 

The Commissioners should 
develop and implement 
clear policies on the 
complaint resolution 
process and the refunding 
of fees. 

Status Reported by Agency 

Status as of 6/30/98: OTHER Target Date: 10/8/98 

(Addressed at May 7th meeting for full action by Board) 

The audit report, Issued in April 1998, was presented to the Commission 
meeting. The Commission discussed the report and determined that they 
would take the necessary actions to Improve their compliance with state 
laws and policies. The next Commission meeting Is scheduled for the October 
1998. 

Status as of 6/30/98: OTHER Target Date: 10/8/98 

(Addressed at May 7th meeting for full action by Board) 

The audit report, issued In April 1998, was presented to the Commission at the 
May 1998 Commission meeting. A draft of all new rules pertaining to audit 
Issues shall be complete by the October 1998 meeting at which time these 
rules shall be open for discussion and/or adoption. 

Manooernent's Response from Qrir;;inal (@port: 

The Commission will draft a new rule that addresses policy for Commissioners partiCipating in Complaint 
Review Committee (CRC) matters and overall operations. The Commission will draft a new rule regarding 
refunds of license fees. Additionally, the Commission will amend Its by-laws to incorporate a statement on 
Conflict of Interest and Public Perception regarding Commissioners' involvement in issues of Compliance. 
The Commission will begin to address the above during its meeting in May 1998 and will implement these 
by the start of Fiscal Year, 1999. The Commission will pursue and follow diligentfy all rules and laws 
(established criteria) pertaining to the Exit Interview Process so as to ensure that the favoritism cannot be 
perceived. 
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Agency No. 517 

Commission on Alcohol and Drug Abuse 

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

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

Source documentation was unavailable for calculation and testIng on two key measures: 

• Total Number of Grants and Contracts Awarded 
• Percentage of Prevention and Treatment Programs in Compliance With Federal Mandates. 

Recommendation 

Retain proper 
documentation for 
calculating and reporting 
measures. 

Add field in new tracking 
system to track edits and 
changes In the system. 

Status Reported by Agency 

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

Received a number of new measures as well as the deletion of some existing 
measures by the LBB. Refined methodology on a number of measures to 
ensure reliability. 

Implementation History 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 9/1/98 

Review of all measures being conducted. Emphasis placed on 
documentation and adherence to ABEST calculation statement. 

Contact: Dr. Richard Spence. 

Status as of 6/30/98: IMPLEMENTED 

New MIS system contains a • History" field which reveals the dates of all 
changes and edits in the system. 

Implementation History 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 9/1/98 

Field has been added. TCADA will check throughout FY98 to ensure MIS 
data match paper files. 

Contact: Dr. Richard Spence. 

Management's Response from OriQlnoJ Report: 

We agree the Commission's present system does not retain the date history. 

The new information system design includes this feature and will allow for past quarterly award totals to be 
tested and confirmed. 
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Agency No. 554 

Animal Health Commission 

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

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

The Commission does not always approve contracts before the work begins on them. 

Recommendation Status Reported by Agency 

Approve controcts before Status as of 6/30/98: IMPLEMENTED os of 6/28198 
the work begins on them. 

Verified by Internal Audit on 6/28/98. 

TAHC Purchaser has a tickler system for contract renewals that is set up on on 
excel spreadsheet and meeting maker. It informs the Purchaser two months 
prior to contract expiration for the assurance that contact approval is 
received prior to starting work, regardless of their source or dollar amount. 
Additionally, most all contract expiration dates have been changed to end 
on August 31, except contracts related to the building lease. 

Financial Services Department contact to the Treasury was 3/30/98. 

Mqnar.Jement's Response from Odoinal Reoort: 

Four of the five contracts in question were interagency contracts that are Initiated by the agency providing 
services. The Texas Animal Health Commission (TAHC) had very little control over when those contracts 
would be received. In the future TAHC will begIn the renewal process earlier and will make every effort to 
obtain the contracts In advance. The fifth contract was an extension of a service contract that was 
origInally purchased through General Service's open market bid along with the equipment that it services. 
The service contract has automatic renewals. In thIs particular case, the renewal agreement was signed 
after the dote of the renewal period. 
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Finding 2: 

Agency No. 554 

Animal Health Commission 

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

The Commission Is not In compliance with Section 404.094 of the Government Code. 

Recommendation Status Reported by Agency 

Make all deposits within the Status as of 6/30/98: IMPLEMENTED as of 3/30/98 
required three days. 

Verified by Internal Audit on 6/18/98. 

(Sample of 17 deposits taken by TAHC Internal Auditor on 06-18-98). 

Took a new sample of 17 deposits trom months of March, ApriL and May 
1998. 11 of 17 deposits were received by the State Treasury witl,in the 
required 3 business days. The remaining 6 deposits were in excess of 3 
business days as per the Treasury receipt, although the Agency release date 
Into USAS was within the required 3 days. TAHC Financial Services 
Department. contacted the Treasury concerning establishing a lock box for 
these receipts. The Treasury determined that this would not be cost effective 
due to the small volume of checks and dollar amounts Involved. Further, it 
was not cost effective to have Agency staff personally deliver these funds 
from for north Austin to the Treasury located downtown. TAHC Financial 
Services Department has been Instructed to use regular mail (rather than 
interagency mall) to send deposits to the Treasury. 

Financial Services Dept. contact to the Treasury was 3-30-98. 

Manqgement's Response from Odglnal Reoort: 

The responsibility for depositing cash receipts has been reassigned to on employee In the Financial Services 
Division. Please note thot TAHC handles less than $30.000 each year in cash receipts. 

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

The Executive Director did not have a timely performance evaluation. 

Recommendation Status Reported by Agency 

Ensure that all employees, Status as of 6/30/98: IMPLEMENTED Target Date: 02/18/98 
including the Executive 
Director, receive an annual The performance evaluation of the Executive Director was completed by a 
performance evaluation. committee composed of TAHC Commissioners on February 18, 1998. 

Mooar;;ement's Rewonse from Orir;;;nql RePort: 

The performance evaluation of the Executive Director was completed by a committee composed of the 
Commissioners on February 18. 1998. 
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Agency No. 554 
Animal Health Commission 

Ffnding4: II Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

The Commission has developed and implemented policies and procedures for the travel and purchasing 
functions. The Commission is in the process of developing policies and procedures for payroll, cash 
disbursements, and cash receipts. No policies or procedures have been developed for fixed assets. 

Recommendation Status Reported by Agency 

Develop andlor implement Status as of 6/30/98: PARTIALLY IMPLEMENTED T orget Date: 00/01/98 
policies and procedures for 
payroll, cash Implementation Verification and Date 
disbursements. cash 
receipts, and fixed assets. Reviewed each Policy and Procedure during June 1998. 

The Payroll, Cash Receipts and Cash Disbursements Policy and Procedures 
has been approved and distributed. The Fixed Asset Policy and Procedure is 
In draft form as of 6-24-98, and approval and distribution is expected by 9-1-
98. 

09-01-98 for Rxed Asset Policy. Other Policy was April 1998 and prior. 

Management's Response from OrIginal Reoort; 

The payroll policy was approved and distributed on March 9, 1998. The cash disbursement poliCY was 
approved and distributed on February 9, 1998. The cash receipts policy was approved in September 1997 
and distributed to all staff services and financial services employees. It Is being revised and will be 
redistributed April 1998. The fixed assets polley Is scheduled to be completed bV fiscal year-end. 

Finding 5: II Overall Status os or 6/30/98: PARTIALLY IMPLEMENTED 

The Commission has not yet performed a risk analysis of its automated systems, 

Recommendation Status Reported by Agency 

Perform a risk analysis of Its Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 07/31{98 
automated systems. 

Implementation Verification and Dote 

The TAHC Intemal Auditor attended these meetings as a resource person. 
(OngOing). 

The risk analysis is being performed by a TAHC employee who has been 
assigned to this project. The risk analysis is in the final stages of completion, 
will be submitted to the Executive Director for review during July 1998. 
09-01-98 for Fixed Asset Policy. Other Polley was April 1998 and prior. 

MaQWJzIDOOt'S ReSQQa~ from OriQinql Repod: 

The agency is considering outsourcing the risk analysiS and has contacted the Deportment of lnformat/on 
Resources (DIR) for assistance. We have begun the bid taking process and expect to have a risk analysiS 
completed by the end of the fiscal year. 
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Agency No. 554 
Animal Health Commission 

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

The Commission has not documented a securi1y plan or a disaster recovery plan. 

Recommendation Status Reported by Agency 

Develop and Implement a Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 08/31/98 
securtty plan that includes 
disaster recovery and Once the Executive Director reviews the Risk Analysis Report and makes the 
speclfies physical controls necessary decisions related to security Issues, a security plan will be 
over computer operations formulated, Completion of the Security Plan Is still expected by fiscal year 

end, 

Manqgement's. ResoQnse from Original RePort: 

The agency is conSidering QutsQurcing the development Qf a disaster recQvery plan and the security plan, 
alQng with risk analysis and has contacted the Department of InformatiQn ResQurces (DIR) fQr assistance. 
We have begun the bid taking process and expect to have a security plan and a disaster recQvery plan 
completed by the end of the fiscal year. 

F!ndlng 7: II Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

The Commission has not developed a log track the establishment and modification of user accounts, 

Recommendation Status Reported by Agency 

Develop a log to track the Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: Ongoing 
establishment and 
modifica'l'ion of user Partially implemented: The Agency has developed a File Maker Pro database 
accounts, that Is used to track the establishment and modification of user accounts for 

all agency systems, 

Due to the lack of an overall automated securify system tor the Client/server 
environment. a compensating control will be periodic audits by the I.R. staff 
who are responsible for changes to the system. The periodic audits are to 
ensure that no unauthorized changes hove been made. Also, the TAHC 
Intemal Auditor will be utilized to perform some of the aforementioned 
periodic audits. 

Management's Response from QriOOa/ Reoort: 

The CommissiQn has develQped a FlleMaker PrQ database that is used to track the establishment and 
modificatiQn tQ user accounts for 01/ agency systems, The agency will work with the State Auditor's Office 
to ensure that this meets the requirements. 
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,:flnding8: 

Agency No. 554 

Animal·,HealthCommission 

11 Overallstalus as·of 6/30/98: PARTIALLY ,IMPLEMENTED 

· The commission has not developed an automated log that provides an audit trail for access and changes 
to data. 

Re~omme.ndaHon Status Reported by Agency 

Develop an automated log Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 08/31/98 
within newly developed 

· systems that provides an The Agency Is stili on track to incorporate automated logs into the Inventory 
· audit trail for access and and Human Resources Systems by fiscal year end. 
changes to data. 

Manaaement's Response from Original Report: 

The CommissIon has developed a Fi/eMaker Pro database that is used to track the establishment and 
modification to user accounts for all agency systems. The agency will work with the State Auditor's Office 
to ensure that this meets the requirements, 

Finding 9: 

" 

Overall Status as of 6/30/98: IMPLEMENTED 

1he commission has not developed an employee security profile for each employee. 

Recommendation Status Reported by Agency 

Develop and maintain stotus as of 6/30/98: IMPLEMENTED 
security profiles for each 
employee. The Commission wUllmplement on June 30, 1998, a File Maker Pro database 

that will track employee security profiles. 

M.anogement's Resoonse from Orlgjoq/ Report: 

The CommissIon Is developing an Excel spreadsheet that tracks by position type, system access, and level 
of access. The Commission will then develop a Fl/eMaker Pro database that will be used to track empJoyee 
security profiles by June 1998. The Commission will also continue to Investigate automated solutions 
available for the client server environment, but all such solutions are stili In their Infancy at this time. 
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Agency No. 554 

Animal Health Commission 

Finding 10: II Overall Status as of 6/30/98: NO ACTION TAKEN 

The Commission completed the cost-benefit analysis and decided It was not cost·effectlve. The 
Commission needs to implement controls to compensate for the programmer having access to 'live" 
programs. In addition, the Commission needs to develop formal policies and procedures that include the 
controls over its management Information systems. 

Recommendation 

Because 1he Commission 
decided Implementing the 
controls was not cost 
effective, the Commission 
should Implement 
compensating controls to 
minimize the risks 
associated with such data. 

Status Reported by Agency 

Status as of 6/30/98: NO ACnON TAKEN Target Date: Ongoing 

TAHC does not have a full time programmer on staff. The Database 
Administrator (DBA) spends approximately 5-10% of time coding. The DBA is 
responsible for changes to the FoxPro application (the Area Office System 
(AOS)' Herd Database). While the Agency could ensure that another I.R. 
Dept. employee moves the FoxPro programs into production, no I.R. staff 
person would be able to review the code. The Agency has determined it is 
not cost effective to hire an additional loR. staff person with the skills 
necessalY to review the code. The risk to the data and programs is minimal. 
The data resides in various locations: (1) each area office has their database 
and data; (2) the DBA maintains a statewlde compilation of all data; and (3) 
the composite data Is also bulk-copied into Sybase. Therefore. if data at the 
Area level was corrupted or otherwise destroyed, we would have not only 
the back·ups of the data, but the statewide and Sybase versions of the data. 
For File Maker Pro development, we will ensure that the LR. staff person who 
creates an application Is not the same stoff person that puts the system into 
production. The creator will have his work reviewed by the I.R. staff person 
that puts the system into production. 

Manooement's Response from OriCJjnal Repod: 

Controls will be implemented to ensure that the employee who creates a system is different from the 
employee who puts the system into production The agency will request assistance from the State Auditor's 
Office to develop formal pol;cies and procedures that Include the controls over Its management 
information systems. 
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Agency No. 554 

Animal Health Commission 

Finding 11: ~ Overall Status CIS of 6/30/98: PARTIALLY IMPLEMENTED 

The Commission has no documentation for application design and development, programming standards, 
and standards and guidelines for data entry and data modification. 

Recommendation Status Reported by Agency 

Maintain documentation Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: Ongoing 
on application design and 
development, The Agency has provided the SAO with a copy of its documentation for 
programming standards, application deSign and development entitled 'Managing an Information 
and standards and Technology Project: The SAO Is reviewing and will provide the TAHC with 
guidelines for data entry any suggested additions to the manual. The Agency will begin work on 
and data modification. programming standards dunng the month of Julyl998. The Agency has 

developed standards and guidelines for data entry and data modification 
for Its SIROD System (compliance system). Work on the user's manual for the 
AOS--Herd Database got underway during the month of May 1998 with the 
recent hire of a new I. R. Department employee. 

ManqjJemeot's Response from OrIf)/nal Repod: 

The documentation for application design and development is DIR's 'How to Manage an Information 
Technology Project,» which has been adapted for the TAHC. Documentation for programming standards 
and standards and guidelines for data entry and data modification are scheduled to be developed over 
the next two years. 
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Agency No. 556 

Texas Agricultural Experiment Station 

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

Finding 1: 11 Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Source documentation was not available for calculation and reporting, and the defInition was not being 
followed for two key measures: 

• Number of Refereed Publications (strategy: conduct research to protect water, air and soil bio
diversity) 

• Number of Refereed Publications (strategy: conduct research of product safety, nutrition and quality) 

Recommendation Status Reported by Agency 

Status as of 6/30/98: PARTIAU Y IMPLEMENTED Target Date: Download the 5-year plan 
database at fiscal year-
end to disk or tape, S-year plan database will be downloaded at the fiscal year end of FY 1998. 

ImplementotloD History 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 911/97 

S-year plan database will be downloaded at fiscal year end, 
...................... "., •....... , ............... , ................... " .......... " ......•....... ", .................. "' ................. " ................................• " ............... "" .... """ ....... " ..... " ........... ,, .......... , 
Work with the Legislative Status as of 6/30/98: IMPLEMENTED 
Budget Board to revise the 
measure definition to allow Measure definition has been changed to non-cumulative for FY98, 
to report what station is 
capable of reporting, Implementotion HistoJY 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 911/97 

Measure definition has been changed to non-cumulative as of 9/1/97. 
Contact: Fred Clark, Budget and Reporting Coordinator 

Manooernent's ResoOnse from Odalnal Repod: 

Management's Response 

SAS program has been cOffected. 

Procedure to download data flies used for future recalculations has been changed. 

Will request that this number be a non-cumulative and therefore not a quarterly issue,(lnformation is 
provided on a quarterly basiS, but as an estimate of the actual yearly number by quarter) 

STATE AUDITOR'S OFFICE 
AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998 

PAGE 140 



Agency No. 556 

Texas Agricultural Experiment Station 

. finding 3: ~ Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Definition was not followed and adequate source documentation was not available for recalculation, 
. selecting, and testing sample on the key measure ·percentage of product labels inspected. 

Recommendation Status Reported by Agency 

Implement procedures to Status as of 6/30/98: IMPLEMENTED 
determine the number of 
label reviews (in-house) Implementation History 
that will be used for future 
years instead of historical Status as of 12/3 J /97: PARnAU Y IMPLEMENTED Target Date: 9/1/98 
data. Effective 9/1/98 LBB has approved changes in the output measures 

beginning in FY99. For the fiscal year 2000 & 2001 the bill will reflect these 
revised output measures. 

Management's Response from QrlQjoal Report; 

Management's Response 

Product labels Inspected Is defined as the total number of Investigator samples token during the fiscal year 
plus the number of product labels reviewed and added to the data bose by the registration deportment 
for the fiscal year. 

There is presently no ·computerized testing of all labels available .• 

The number of label reviews (in-house) would be difficult to determine except based on historical data. 

Controls are already in place to ensure the accuracy of the Investigator input of data. 

The revised definition for this measure is "percent of product labels inspected to total number of active 
products on file .• 
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Agency No. 580 
Water Development Board 

An Audit Report on Management Cont/oDs at the Texas 
Water Development Board 
SAO Report No. 98-011, January 1998 

Finding 1-A. 1-B: I Overall Status as of 6/30/98: PARTIAllY IMPLEMENTED 

l-A: Some key information needs not met 

1-B: Investment in information resources not adequately protected 

Recommendation Status Reported by Agency 

The Resource Information Status as of 6/30/98: PARTIAllY IMPLEMENTED 
Office should conduct 
Information systems This recommendation has resulted In a broad range of activities. We would planning, prioritize like to work with SAO to develop a tracking and verification methodology. development projects. and 
establish additional In addition to on-going responsibilities relative to supporting agency controls, standards, and 
procedures. Emphasis operations. DiR reporting. and the implementation of Senate Bill 1 initiatives. 

should be on major RIO has done the following: 

projects, such as the 5) Developed new: 
Financial Information • PC hardware/software purchase standards and a recommended System and the Project package of products to meet this standard; Completed 5/12/98 Tracking System. • Application proposal. review. and development standards; Automation improvements Completed 3/15/98 are needed In accounting • Customer Support pOlicies and procedures; Drafted 10/74/97 and budgeting. 

0 Network Management policies and procedures; Drafted 2/9/98 

5) Fostered improved communication between agency staff an IR issues 
by: having weekly meetings on IR related issues (calied TSD Reports); 
On-going: Started 10/14/97. 

5) Fostering coordination of employees using Geographic Information 
Systems (GIS); On-going: Started 11/3/97. 

5) Chartering a cross-functional Primary Database Architecture team to 
foster better integration of agency data resources; Completed: 5/28/98 

5) Focused efforts on the applications listed by: 
.. Developing Gantt charts. conceptual models, and providing 

consultation on the Financial Information System (FIS); On-golng: Storied 
12/18/97 

• Guiding agency-wide use of address information maintained in the 
Project Tracking System (PTS) and otherwise extending the usefulness of 
the PTS data model/ On-going: Staried 1/15/98 

GO Conducting a detailed analysis of the potential acquisition of a new 
Budget and Accounting system software: 6/22/98 
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Agency No. 580 
Water Development Board 

Finding I-A. 1-8: I Overall status as of 6/30/98: PARTIALLY IMPLEMENTED 

l~A: Some key Information needs not met 

'-B: Investment in information resources not adequately protected 

Recommendation Status Reported by Agency 

6) Developing: 

• An intemet team charter (to foster improved understanding and use of 
the Internet): Drafted 5/28/98 

• GIS use procedures: Drafted 4/12/98 

• Microsoft Offlce Migration Plan; Drafted 4/7 7/98 
• Intranet guidelines: Drafted 6/9/98 
• Regarding FIS, beta testing actual data and debugging the programs 

are currently occurring: 11/1/98 (an estimate of 60-90 days after 
debugging). 

Contact: Resource Information Office, Roddy Seekins 

MaOOQement's Response from Original Reoort: 

For the most part, the assessments In this section are cOffect. 

Finding 2·C: II Overall status as of 6/30/98: IMPLEMENTED 

Some accounting transactions are incorrect. 

Recommendation Status Reported by Agency 

Ensure that accounting Status os of 6/30/98: IMPLEMENTED 
entries for lapses, budget 
adjustments. and We changed the way transactions are entered on USAS starting 9/ 1/97. Unexpended Balance 
carryovers are correctly 
entered into USAS. Contact: Office of Admin. & Support SelVices, Patricia Todd 

MooQgement's Response from Origlnql Report: 

Concur with recommendation statement. 
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Agency No. 580 
Water Development Board 

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

The Boord should use Its authority to promote consistency and a level playing 1ield. 

Recommendation Status Reported by Agency 

Provide a governance Status os 016/30/98: IMPLEMENTED 
model for regional 
planning groups. The 'Model' bylaws were distributed to Regional Water Planning Groups on 

3{ll/98. The groups are to consider these when they adopt their by-laws. 

Contact: Office of Planning, Dr. Tommy Knowles 

Management's Resoonse from Original Report: 

Concur with recommendation. 

Finding 3-8: ~ Overall Status as of 6/30/98: PARTIALLV IMPLEMENTED 

Uncertainties over data may require planning milestones and a more explicit decision-making structure 

Recommendation Status Reported by Agency 

Establish tirnelines and Status as of 6/30/98: PARTIAllY IMPLEMENTED Target Date: 7/31/98 
criteria for resolution of 
conflicting demographic By 5/29198, draft guidelines were distributed to Regional Water Planning 
data. Groups. They have been mailed to RWPG for review and comment by 

5/29/98. Groups will have 30 days to provide comments. Guidelines will be 
finoled and distributed to RWPGs by 7/31/98. 

Contact: Office of Planning, Dr. Tommy Knowles 

Mi:1.Dagement's ResPonse from Orialnal Reood: 

Agree with recommendations. 
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Agency No. 580 

Water Development Board 

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

Criteria for approval and consistency review of local and regional plans may require clarification 

Recommendation Status Reported by Agency 

Clarity the consistency status as of 6/30/98: IMPLEMENTED 
review process and criteria 
for accepting regional Rules adopted on 2/19/98 addressed the issues and clarify the extent to plans. which unmet needs may be included in on approved water plan, Other 

aspects of recommendation regarding requiring consistency determination 
are not authorized in Senate Bill 1. 

Contact: Office of Planning: Dr. Tommy Knowles 

Monqgement's ReSOQDSe from Ori!)inO[ Reaolt: 

TWOB is authorized to review consistency between regions but not within a region. 

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

Engineering review and construction monitoring should target the highest design and construction risk. 

Recommendation Status Reported by Agency 

Engineering review and Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/98 
construction monitoring 
should target the highest We have modified the unscheduled inspection report to include 
design and construction identification of problem projects to begin data collection of high risk profile 
risk. projects (December 1997). We have begun programming of change order 

'reason'lnformation (March 1998) with on expected completion dote of 
September 1998. Information will be used to identify charocteristics of high 
risk projects and feedback Into the design review process. We have 
coordinated and propose to implement (July 1998) a 'high confidence' 
review agreement with Son Antonio. We are in the process of developing a 
risk ranking procedure to identify additional condidates for abbreviated 
engineering reviews, with an expected completion date of September 1998. 
We are continuing to employ Informal, abbreviated review deciSions based 
on Institutional knowledge of and prior experience with applicants and 
engineers. 

Contact; Office of Project Finance & Construction Assistance, Kevin Word 

MaQQfJernent's Resaoose from Qriginql Repod: 

Concur with recommendation. 
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Agency No. 580 

Wafer Development Board 

Finding 5-A: II Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Recent reorganizations will aid in meeting upcoming challenges. 

RecommendaHon 

Monitor the impact of 
recent reorganization, 
particularly on specialists 
such as environmental 
reviewers and lawyers. 

Status Reported by Agency 

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

The recommendation Is to monitor so it is ongoing. Structures are in place or 
being developed to address these Issues. 

OPFCA: 
The Center of Excellence has continued to make progress in this area by 
cataloging procedures and policies for the professions; Financial Analyst and 
Environmental Reviewers staffing patterns (standard job descriptions, 
experience requirements and pay scales) have been established as the first 
step in developing comprehensive career ladder documentation (Feb. 
1998): legal staff have started development of a staffing pattem for their 
career ladder (April 1998). 

Planning: 
Regarding loss of expertise and professional orientation. the planning 
reorganization is built on having a functional home for stoff and they will be 
assigned on a temporary basis to perform an assignment with a regional 
team. They will retum to the functional organization after the assignment 
and the supervisor of that functional organization will review their 
performance, thus ensuring ability to monitor and mitigate any loss of 
expertise or change in professional orientation. 

A sub-recommendation involved the potential inconsistency in policy and 
procedure across regional teams: We have implemented a consistent 
review list for groundwater management plan certification review and 
technical review of regional planning grant requests. Rules describing 
regional water planning were adopted by the Board on February 19, 1998. 
All questions on rule interpretation are placed in one document and 
response developed by the Planning Steering Council are also placed in the 
document that is available for all staff to consult. All contract procedures 
have been centralized in one unit to ensure consistency. That unit will audit 
compliance with procedures by the contract managers. The Planning 
Steering Council meets weekly to review implementation of the planning 
program to identify and correct any inconsistencies. 

By August 1, a procedure wifl be in place to audit project managers actions 
and completeness of project files related to the regional planning teams. 

Contact: Office of Project Finance & Construction Assistance. Kevin Ward 

Management's ResPQnse from Or;gnql Repqrt: 

Concur with recommendation. 
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Agency No. 580 
Water Development Board 

Finding 5-8: II Overall Status as of 6/30/913: PARTIALLY IMPLEMENTED 

Integration of planning and financing complete. 

Recommendation Status Reported by Agency 

Explore ways to link Status as of 6/30/98: NO ACTION TAKEN Target Dote: 7/98 
planning and financial 
programs. Team to be chartered 7/98. 

Initio! recommendation to be mode 9/98. Communication and coordination 
ongoing thereafter. 
A cross-divisional team will be formed and chartered to make 
recommendations on how to better communicate information between the 
regional water planning areas and the regional project management 
(financing) team boundaries and Inspec1ion and Field Support Office 
boundaries. 

Contact: Project Finance and Construction Assistance, Kevin Ward and 
Office of Planning. Or. Tommy Knowles 

Management's ResPonse from Orlgjoal Report: 

Generally, concur. Federal rating systems for financial assistance are not always consistent with long range 
water development goals. 

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

Internal audit function not fully aligned with State's Internal Auditing Act. 

Recommendation Status Reported by Agency 

Ensure administrative Status as of 6/30/98: NO ACTION TAKEN Target Date: 
compliance with the state 
Internal Auditing Act. Revision and update of the risk assessment is planned for completion by the 

end of Fiscal Year 1998 (8/98). 

A revised audit plan for Fiscal Year 1998 has been drafted for Audit 
CommHtee approval in 6/98. 

A peer review has been planned for Spring 1999. Although an Internal 
assessment has been planned for this summer, the actual peer review should 
walt until the current Director of Internal Audit has hod time to complete 
some audit work. 4/99 

Future audit reports will state whether the work was performed in 
accordance With generally accepted government auditing standards. 

Contact: Shari Daffern, Internal Auditor 

Mqnaaement's Response from OriQ/nqIRfZQOri: 

Will revise risk assessment fOllowIng reorganization. RealistIc estimates of completioo (of annual audit plan). 
Peer review has been scheduled. Reports will include a statement indIcating conformance with GAAS. 
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Agency No. 592 

Soil and Water Conservation Board 

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

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

The Board has drafted the Reference Guide, 'Nonpoint Source Pollution Abatement: for performing annual 
status reviews. Currently they are in the process of revising these guidelines, and the goveming board has 
not yet formally approved them. In addition to the guidelines, the Board needs to develop detailed 
procedures for conducting the reviews and for completing the associated evaluation form. 

Recommendation Status Reported by Agency 

Consider adopting Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98 
procedures that 
specifically describe the The "Reference Guide, Nonpolnt Source Pollution Abatement" has been 
steps to be performed revised to include the detailed procedures necessary to conduct the 
during annual status reviews. The Guide is now under executive review and will then be 
reviews of Soil and Water presented to the State Board for formal approval. 
Conservation Districts. 

Contact: Beade Northcut, Conservation Programs Division 

Manaaement's Response from Oril)ina/ Report: 

The State Board concurs with the auditor's follow up report, It is anticipated that the document will be 
presented to the Boord for formal approval at the Boord's May 1998 meeting. 

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

The Board developed a disclosure statement to be completed by all directors of local soil and water 
conservation districts participating in the cost- share assistance program. Although management notified 
the directors in writing of the procedure change, It Is not conSistently followed. 

Recommendation Sfatus Reported by Agency 
Develop a disclosure Status as of 6/30/98: IMPLEMENTED 
statement to be 
completed by all Directors 
of local Soil and Water 
Conservation Districts 
participating in the cost-
share assistance program. Contact: Leonard Pletzsch Jr., AccountingDlvislon 

Maoaaemenf's Response from Ori{JIna/ Repod: 

The State Board agrees. All applications for cost-share assistance are now being reviewed as a separate 
process to determine if the applicant is a district director. Applications by directors will not be processed in 
Accounting without the disclosure statement. 
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Agency No. 592 

Soil and Water Conservation Board 

Finding 3: I OverallStQtus as of 6/30/98: PARTIALLY IMPLEMENTED 

The Board still needs to develop specific and formal procedures to ensure compliance with the statute 
requiring agencies to list all job openings with the Texas Workforce Commission. 

Recommendation Status Reported by Agency 

The Board should establish Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote: 8/31/98 
procedures to ensure 
compliance with the The State Board has completed written procedures as recommended. In 
statute requiring all addition, 0 quarterly listing of positions posted will be used to verify 
agencies to list all job compllonce. 
openings with the Texas 
Wofkforce Commission for 
which persons from outside 
the agency will be 
considered. Contact: Victoria Gutierrez, Human Resource Division 

Mqnaaement's Response from Qriainq/ RfiPorl: 

The State Boord agrees with the recommendation and will contInue to formalize Its procedures as the 
auditor recommends, with final implementation to be completed durIng fiscal year 1998. 
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Agency No. 655 

Oepartment of Mental Health and Retardation 

An Audit Report on Management Controls at Dol/as Community Mental Health & 
Mental Retardation Center 
SAO Report No. 98-005, November 1997 

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

The Boord has periodically become involved In the dally functions of the Center rather than participating In 
Its normal capacity as on oversight body. which could render the stoff Ineffectual on a day-to-day basis. 

Recommendation Status Reported by Agency 

The members of the Board Status as of 6/30/98: IMPLEMENTED 
of Trustees should distance 
themselves from To be verified by the Internal Auditor by 7/21/98 
operational Issues and 
provide the Chief 
Executive Officer with the 
support and latitude 
needed to effectively 
manage the Center's daily 
activities. 

Board of Trustees' Respoose from OrIginal Report: 

See next finding for combined responses. 

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

Relationships between the Board and advocacy groups and between the Boord and Center staff are not 
always positive. 

Recommendation Status Reported by Agency 

Enhance the Center's Status as of 6/30/98: IMPLEMENTED os of 2/28/98 
public image by 
conSistently building To be verified by the internal Auditor by 7/21/98 
positive and effective 
relationships with 
advocates, consumers, 
and all persons Interested 
in the Center. Additionally. 
conduct all Board and 
committee meetings In a 
way that opens channels 
of communication and 
preserves the honor and 
dignity of all persons 
involved. 
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Agency No. 655 

Department of Mental Health and Retardation 

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

Relationships between the Board and advocacy groups and between the Board and Center staff are not 
always positive. 

Recommendation J Status Reported by Agency 

Management's Response '(am Ddginql Report: 

Due to a substantial turnover In the Senior Management of the Center and the Center's independent 
auditors issuing of a management report citing mateda/ weakness, the Board of Trustees believed that it 
was necessary to become more involved in the management of the Center. Since that period, the Senior 
Management Posit laDS have 0/1 been filled. There has been a 55% tumover of Trustees. As a result of the 
tumover of Trustees, we believe that substantial progress has already been made and that there now exists 
a spirit of cooperation between the Board of Trustees, the advocacy groups, and the Center staff. Also that 
the present members of the Board of Trustees are very careful to promote that spirit of cooperation and to 
maintain the separatIon between the Boord and Staff functions. 

Since a majority Of Trustees have been appointed subsequent to the major problems cited in your report, 
we respectfullv request that the State Auditor revisit this issue, Interview Center staff, advocacy group 
members and Trustees and read minutes of recent meetings to understand the positive change that has 
taken place. 

Finding 3: " Overall status as of 6/30/98: PARTIALLY IMPLEMENTED 

The Center has not used its internal audit function effectively, which may Increase the risk that material 
errors and Irregularities will occur and not be detected In a timely manner by management. Also. the 
Internal Auditor is not in compliance with the Standards for the Professional Practice of Internal Auditing. 

Recommendation Status Reported by Agency 

The Board of Trustees and Status as of 6/30/98: PARTIALLY IMPLEMENTED Torget Date: 7/31/98 
management should The audit committee will be briefed by Deloitte & Touche on intemal auditing review the concepts of concepts at their July 98 meeting, and the Internal Auditor has been added intemal auditing In order to 
develop an understanding to the Board of Trustees Pre-Service Training agenda for the new board 

of the role of the Internal members. In addition, the Board will receive monthly 'Compllance UpdatesU 

Auditor. The Board should from the internal Auditor In their board packet each month to be reviewed 

become more actively as a briefing Item at each board meeting beginning in July 98. 

involved with the Internal 
audit function. 

" ............... n .... ~ ... ~·a .. U ..... H ............... ,..n ..... ~ •••• ~HH, .. .~ ......... H .... U.uu ............. H.U •••• u .. u.~ ..... u ....................... H ........ u •• u ......... ~ ....... H ••• U .... " .. H .......... "un' ...... ~ ... n .............. ~ ••• H.nH •••••••• 

The job description for the Status as of 6/30/98: IMPLEMENTED 
Internal Auditor should be 
revised. 
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Agency No. 655 

Department of Mental Health and Retardat'ion 
---------------------------------------------------------------------------
Finding 3: ~ Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

The Center has not used its Intemal audit function effectively, which may Increase the risk that material 
errors and irregularities will occur and not be detected In a timely manner by management. Also, the 
Internal Auditor Is not in compliance with the Standards tor the Professional Practice of Intemal Auditing. 

Recommendation Status Reported bV Agency 

Management should Status as of 6/30/98: PAR1'IALLV IMPLEMENTED Target Date: 7/31/98 
pramote and support the 
Internal Auditor's Deloltte & Touche will be providing specific one-on-one training for the 
development and Internal Auditor as well as other key Fiscal staff members regarding internal 
adherence to policies and auditing concepts, standards, and practices. 
procedures that help 
ensure compliance with 
the Standards for the 
Professional Practice of 
Intemal Auditing. 

Management's Resoonse from Qrfajoo( Report: 

Both the CFO and the CEO have issued a memorandum to the Intemal Auditor stating that he/she has 
unrestricted access to the Board of Trustees to report on any findings deemed necessary. Policies and 
Procedures will be developed outlining Intemal Audit's purpose, scope, authority, responsibility, and 
organizational independence in accordance with the Standards for the Professional Practice of Intemal 
Auditing. The Intemal A udltor's job description will be reviewed and revised. There will also be the 
formation of an audit committee. Implementation should be by January 1, 1998. 

Finding 4: ~ Overall Status as of 6/30/98: IMPLEMENTED 

Policies and procedures related to client trust funds, applied Income and rent, and Medicaid payments 
either did not exist or were not being followed. which resulted in overpayments to the Center. 

Recommendation Status Reported by Agency 

Develop and enforce Status as of 6/30/98: IMPLEMENTED 
policies and procedures Verified by B.B. Scott, TDMHMR quall1y assurance analyst, os of 6/30/98. regarding accounting for 
consumer trust funds, 
applied income and rent POlicies and procedures regarding accounting for consumer trust funds, 
and Medicaid payments. applied Income and rent, and Medicaid payments have been reviewed 

revised and implemented. In addition, those policies and procedures 
specifiC to consumer trust funds have been revised yet again and rewritten in 
greater detail in response to the finding of the lDMHMR auditors during their 
three-day review in April 98. The TDMHMR auditors have agreed, at the 
request of DCMHMR, to another consultative review In August 98 to assess 
administration compliance with the HCS and ICF-MR contracts and make 
recommendations, as needed, to correct any deficiencies found at that 
time. 
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Agency No. 655 

Department of Mental Health and Retardation 

Finding 4: I Overall Status as of 6/30/98: IMPLEMENTED 

Policies and procedures related to client trust funds, applied income and rent, and Medicaid payments 
either did not exist or were not being followed, which resulted in overpayments to the Center. 

Recommendation I Status Reported by Agency 

Manaaement's Response from Qriginal Reood: 

We will review the policy and procedure for compliance with the performance contract with TXMHMR and 
Generally Accepted Accounting Principles. Policies and procedures are also being reviewed and updated 
regarding Applied Income to be Implemented by 2/8/98: quarterly reviews. 

Finding 5: ~ Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

The Center did not effectively use or analyze available information to support the decisions to purchase 
1wo major real estate acquisitions totaling $2.5 million. 

Recommendation Stotus Reported by Agency 

Develop policies and Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/31/98 
procedures to guide staff in 
the purchase of major real A Facllittes Acquisition Policy has been drafted but has not been finalized. 
estate acquisitions. A The Board and management. however. are aware of the necessary 
needs analysis and/ or a procedures as evidenced by the discussion of a proposed lease in the April 
cost benefit analysis should 1998 Board Meeting Minutes. In addition, future cost benefit analysis 
be performed prior to any prepared in accordance with this policy will be reviewed by the financial 
major acquisition. The Planning and Analysis Core Process Team before submission to the Board. 
analysis should Include 
formal input from the 
Center's staff and 
management and/or from 
outside consultants. The 
preparation of the analysis 
should be monitored and 
reviewed for completeness 
and appropriateness by a 
knowledgeable 
management committee. 

Man0gemeat's Response from Original Report; 

The polley and procedures are currently being reviewed to incorporate a Needs Analysis which will 
included Input from the Board of Trustees, the Center's management staff, outside appraisers, architects, 
aad engineers prior to any major aCQuisition. This will be Implement by 12/31/97. 
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Agency No. 655 

Department of Mental Health and Retardation 

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

Our review of selected policies and procedures showed numerous instances Of noncompliance. 
Additionally, we noted several instances where a polley or procedure was not established to address 
various situations including use of cellular phones and pagers, travel expenses, non-travel advances, leave 
requests, operating manuals, and investment policy. 

Recommendation 

Reconcile cellular phone 
and pager requisitions with 
the master lists. Establish 
policies and procedures for 
issuing cellular phones and 
pagers based on the 
needs of the Center. 
Include a system to retum 
these Items to the 
Purchasing Department for 
re-issuance when no longer 
needed. 

Set up a tickler system to 
assist In collecting expense 
documentation to support 
advances. The number of 
individuals with the 
authority to book out-of-
state travel should be 
limited. 

Develop and implement 
poliCies and procedures to 
address non-travel 
advances. 

Comply with policies and 
procedures regarding 
leave approval. 
Accountability would be 
improved if a Board-
designated Board member 
approved leave for the 
Chief Executive Officer. 

Develop operating 
manuals for departments. 
The manuals should Include 
appropriate goals, 
objectives, and 
procedures. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

In addition to the new policy, the CFO must approve all cell phone 
requisitions for reasonableness and compliance with the policy. To be 
verified by the Intemal Auditor as of 7/21/98. 

status as of 6/30/98: IMPLEMENTED 

An open advance file is maintained by the Accounts Payable manager with 
weekly review and follow-up. Only the CEO can approve out-of-state travel. 
To be verified by the Intemal Auditor as of 7/21/98. 

Status as of 6/30/98: IMPLEMENTED 

Non-travel advances are no longer made as this practice was deemed to 
have no legitimate business purpose for the Center. To be verlfied by the 
Intemal Auditor as of 7/21/98. 

status as of 6/30/98: IMPLEMENTED 

The Board Chairman now approves leave for the CEO. To be verified by the 
Internal Auditor by 7/21/98. 

Status as of 6/30/98: PARTIALL V IMPLEMENTED Target Date: 3/31/99 

Operating manuals exist for some departments (e.g., fiscal) but progress is 
slow due to the detail nature of this task and the fact that individual 
departments frequently revised their staffing for certain functions. 
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Agency No. 655 
Department of Mental Health and Retardation 

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

Our review of selected policies and procedures showed numerous Instances of noncompliance. 
Additionally, we noted several instances where a policy or procedure was not established to address 
various situations including use of cellular phones and pagers, travel expenses, non-travel advances, leave 
requests, operating manuals, and Investment policy. 

Recommendation Status Reported by Agency 

Ensure that investment Status as of 6/30/98: IMPLEMENTED 
procedures are 
documented in a timely To be verified by the Internal Auditor by 7/21/98. 
manner. Also, amend the 
current Investment policy 
to Include the new 
requirements of the Public 
Funds Investment Act. 

Management's Resaoose from Original Report: 

The policies and procedures related to the areas mentioned above will be reviewed and appropriate 
changes will be made to accommodate recommendations. Latest Implementation date 2/28/98. 

Finding 7: I OVerall Status as of 6/30/96: IMPLEMENTED 

Performance evaluations were not completed within the past year for a sample of 5~ staff members who 
hod been at the Center for longer than one year. 

Recommendation Status Reported by Agency 
We recommend that a Status as of 6/30/98: IMPLEMENTED as of 2/28/98 
regular system of 
performance evaluations 
be developed and 
Implemented. Evaluators 
should have training In the 
process to ensure fairness 
and uniformity, so that the 
process Is most beneficial 
to the Center and Its 
employees. 

Managemenn Remonse from Oriaina! Report: 

At the time of the audIt process. staff was developing an evaluation process to include supervisors. peers. 
customers and subordinate staff. The procedure has been completed, approved, and presented to 
supervisors and managers. As of September 1997, employees are entering the appraisal process on or 
before their anniversary dates. The Human Resources Department will maintain a tracking and reporllng 
system that will monitor the timely completion of all appraisals and provide updates of outstanding 
appraisals, Implemented by 9/1/97. 
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Agency No. 655 

Department of Mental Health and Retardation 

Finding 8: II Overall Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION 

Center staff members do not always attend required training, and management has no means of tracking 
compliance. 

Recommendation Status Reported by Agency 

Required training should be Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION Target Date: 08/15/98 
clearly Identified in a 
format useful to supervisors Currently, Human resources Is required to access two systems to produce a 
and staff. Policies and complete report of training received by an employee. All current training 
procedures should be activity is being entered in a timely manner into the Ross system. However. 
developed to help ensure the transfer of historical data from the old system to the Ross system has been 
that staff members attain held up by numerous technical challenges. Ultimately, this data will be 
and maintain required transferred manually if necessary. 
training, Including 
appropriate consequences 
for failure to do so. A 
capability should be 
developed to inform staff 
members and supervisors 
of needed training in a 
timely manner. 

tvfqnqgement's Response from OriQinql Report: 

The former tracking system will be down-loaded into the new Human Resources Ross system, providing a 
centralized location for all training data. Reports will be generated to show the outstanding training 
required by each Center employee. 

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

Some personnel files are missing important documentation to support staff members' credentials, 
qualifications, and employability factors. Also, some personnel files contain inappropriate Information. 
Currently, there is no routine check to ensure that personnel files are complete and that inappropriate 
information is removed. 

RE.'commendation Status Reported by Agency 

Develop a function to Status as of 6/30/98: IMPLEMENTED 
verify professional 
credentials and assign it A Credentiallng Specialist position has been created and filled in the 
with the responsibility to Managed Care Department with initial and ongoing verification of licensing 
ensure that all professional being one of the primary responsibilities. Prior to this position being filled, 
staff members who are verification was performed by the Human Resources File Clerk. 
required to be licensed 
have and maintain current 
licensure in good standing. 
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Agency No. 655 
Department of Mental Health and Retardation 

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

Some personnel files are missing important documentation to support staff members' credentials, 
qualifications, and employability factors. Also, some personnel files contain inappropriate information. 
Currently, there is no routine check to ensure that personnel files are complete and that Inappropriate 
Information Is removed. 

Recommendation 

Policies and procedures 
should be developed and 
implemented to ensure 
that Original source 
verification of the required 
educational level is 
obtained for each 
applicant in a timely 
manner. 

Develop the capability to 
produce an accurate list of 
current employees as 
needed. This list should be 
supplied to unit managers 
to verify completeness and 
accuracy immediately 
prior to the annual driving 
record checks. 

status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

A Human Resources File Clerk position has been created and filled with the 
verification of employee documentation and elimination of extraneous 
information being the primary Job duties. 

Status as of 6/30/98: IMPLEMENTED 

The successful upgrade of the Ross Payroll application to version 5.7.1 has 
enabled this report to be produced on-demand. To be verified by the 
Internal Auditor as of 11/30/98. 

Develop and Implement a Status as of 6/30/98: IMPLEMENTED 
policy and procedure to 
ensure that a criminal 
background check is 
requested on each new 
employee within three 
days of employment, and 
that regular checks be 
Instituted to ensure that a 
response Is received. 
Appropriate procedures 
should be developed to 
check new employees 
from other states. 

Develop and Implement a Status as of 6/30/98: IMPLEMENTED 
policy that provldes and 
ensures a check for 
accuracy of 1~9 forms 
before the third day of 
employment and dictate 
appropriate corrective 
measures to ensure forms 
are obtained and 
completed in a timely 
manner. 
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Agency No. 6SS 

Department of Mental Health and Retardation 

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

Some personnel files are missing important documentation to support staff members' credentials, 
qualifications, and employability factors. Also, some personnel files contain inappropriate information. 
Currently, there is no routine check to ensure that personnel files are complete and that inappropriate 
information is removed. 

Recommendation Status Reported by Agency 

Develop and implement Status as of 6/30/98: IMPLEMENTED 
policies and procedures 
that require regular reviews A Human Resources File Clerk pcsition has been created and filled with the 
of personnel files and verification of employee documentation and elimination of extraneous 
related material for information being the primary job duties. 
Inappropriate and 
prohibited Information, with 
appropriate methods for 
correction. 

Management's Resporotl from OriainaJ Report: 

It is acknowledged that certaIn documents were mIssing from personnel files, and that there was no 
process to review personnel files for standards compliance. However, a monthly review of one-twelfth of all 
active personnel files is now included in the job description of the newly created HR File Cieri<. 

Finding 10: II Overall Status os of 6/30/98: PARTIALLY IMPLEMENTED 

The contract management process needs Improvement to ensure better contracts and monitoring 
procedures. 

Recommendation Status Reported by Agency 

Institute a review system for Status as of 6/30/98: IMPLEMENTED 
contract provisions. 

To be reviewed by the Internal Auditor as of September 3, 1998. 
'.<4'HH~, .................. ''''H''H.'''''''''''.'''''''''''''''''''' •••••• ~~ ........ U ••• n_ ............................ n •• n ......................... ~ •• _ ••• u#> ••• uu ..... u .... H ........ , ............ ~ •• '*. ,.un. ""H" ••••••••••••••••••••• U"'H 

Develop a uniform rate Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date; 12/31/98 
setting methodology. 

Proposed contract rates are compared to established Medicaid rates and 
Market rates (where available) but no formal polley has been drafted . 

..... u.~.u.u ....... u ••••••••••• u ........ "' •• H .. U ••• u ......... •• U~~Uh.~ ..... U"".'"'''''U'U''''''''''''''''''''''''''''~'''''''.~ ...... .-•• u ••••• u •••••• HH'''~HUU''''H .. u''''H'''''''''''''U ............ u .......... ~.H •••••.•••.•.••.. 

Develop minimum basic Status as of 6/30/98: IMPLEMENTED 
monitoring policies and 
procedures. To be verified by Internal Auditor as of September 3,1998 

n ...................... au~ ..... uu.n.u ............... u.* ......... u ••• ~ •• hu ••••• n .. ~ •• n ...... U •••• H ............ u .............. u ........ u.n.%u.n .. ' ... u .............. un._~ •• u •• uuun •••••••••••• u •••••••• u •••••• uu .. ~ .... O& .. ~n •••• U ••••• 

Ensure that all necessary Status as of 6/30/98: IMPLEMENTED 
prOVisions are included in 
the contract. To be verified by Internal Auditor as of September 3,1998. 

STATE AUDITOR'S OFFICE 
AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998 

PAGE 158 



Agency No. 655 

Department of Mental Health and Retardation 

Finding 10: II Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

The contract management process needs improvement to ensure better contracts and monitoring 
procedures. 

Recommendation I Status Reported by Agency 

Management's f?esoonse from Original Report: 

DCMHMR did not have personnel dedicated to contract management until April 1996 when a Senior 
Contract Manager position was created and filled. Over the next eighteen months, three contract liaisons 
were emp/oyed, at staggered intervals, and assigned the task of monitoring purchased service contracts 
with extemal agencies. For Fiscal Year '98, a full time Legal Counsel posit/on was created and assigned 
administrative oversight to the Contract Management division. That posit/on has been filled, with the 
attomey scheduled to begin work November " 1997. 

Also, The Center Is currently reviewing and developing procedures for contract management. 

Finally, a contract database that will contain basic contract profile Information as well as performance 
data is In the process of development. 

Finding 11: ~ Overall Status as of 6/30/98: IMPLEMENTED 

There remain significant issues from the fiscal year 1996 single audit findings because stated corrective 
actions have not been implemented. 

Recommendation Status Reported by Agency 

Reevaluate and reprioritize Status as of 6/30/98: IMPLEMENTED 
the current commitments 
of the Information Services One element. locking of user IDs after excessive Invalid access attempts, has 
Division, giving significant not been universally incorporated into Center procedures (I.e" after 3 
emphasis to ensuring that attempts for all applications) due to the number of new applications 
the remaining Information requiring user support around this issue. Until user-demand drops to 
services-related acceptable levels. locking of user IDs in certain applications would cause 
recommendations are help desk stoff to spend an Inordinate amount of time unlocl<lng those Ids. To 
implemented no later than be verified by Intemal Auditor as of 10/00/98 and the extemal auditor in their 
their revised target dates. FY98 management letter . 

......................................... m ..................................................................... m ................................•••• ~ ........................................................................................ .. 

Ensure that the new Status as of 6/30/98: IMPLEMENTED 
accounting and payroll 
systems ore fully 
operational by the revised 
timetables. 

The Accounting Section 
should review and update 
accounting policies and 
procedures. Intemal 
controls, and job 
descriptions. and provide 
continuing education to 
appropriate accounting 
staff. 

To be verified by Internal Auditor as of 10/00/98 and the external auditor In 
their FY98 management letter. 

Status as of 6/30/98: IMPLEMENTED 

To be verified by Intemal Auditor as of 10/00/98 and the external auditor in 
their FY98 management letter. 
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Agency No. 655 
Department of Mental Health and Retardation 

Finding 11: I Overall Status as of 6/30/98: IMPLEMENTED 

There remain significant Issues from the fiscal year 1996 single audit findings because stated corrective 
actions have not been implemented. 

Recommendation Status Reported by Agency 

Enforce the established Status as of 6/30/98: IMPLEMENTED 
policies and procedures 
over cash deposits and the To be verified by Internal Auditor as of 10/09/98 and the external auditor in 
transfer and disposal of their FY98 management letter. 
fixed assets. 

Mgnggement's Resoonse from G!.isJinql ReQQI1: 

All areas are beIng addressed and plans are In progress to Implement the recommendations suggested by 
the external auditor. 

Finding 12: veroll Status as of 6/30/98: IMPLEMENTED 

The Center has no automated method to track individual consumer accounts receivable. 

I~ecommendation Status Reported by Agency 

The implementation of a Status as of 6/30/98: IMPLEMENTED 
client billing system should 
be given top priortty. An SMS Allegra Patient Accounting System (PFS) go-live was 611/98. To be 
aging analysis should be verified by Internal Auditor as of 11/20/98. In addition, a comprehensive PFS 
done at least monthly. If review will be performed by TDMHMR In August 98, 
the Center continues to 
prefer a decentralized 
billing structure, allowing 
clerks physically located at 
provider locations to 
originate billing, then the 
Center should perform an 
organizational and , 
operational review of the 
appropriate accounting 
processes to ensure 
accuracy and 
compliance. 

MQQQ{JGf1leot's Response from Qrlgingl Report: 

The Implementation of the new client billing Is 00 track for a February 7, 7998, go-live, This project has been 
given very high priority since the inception of the new information system projects, as evidenced bV the 
amount of staff resources and consultant expenses expended 00 this project. 
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Agency No. 696 

Department of Criminal Justice 

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

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

Source documentation was not available for calculation and reporttng on the key measure "Release 
Revocation Rate.· 

Recommendation Status Reported by Agency 

Download the Monthly Status as of 6/30/98: PARTIAllY IMPLEMENTED Target Date: 2/28/98 
SuperviSOry Database on a 
periodiC basis to tape or Beginning January 1998, Data Services created "Data Sets' which match 
disk. Parole monthly statistical reports. Such data sets will be maintained 

Indefinitely and will provide detail source documentation for the specific 
measure In question as well as others. Currently, there are six sets available 
for audit. 

Implementgtion History 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 1/31198 

TDCJ Data Services will create a detail file each month supporting all parole 
supervision monthly reports. The file will be stored on tape for up to five (5) 
years and will be accessible for recreating the monthly reports or extracting 
detailed information for audit verification purposes. 

Contact: Raymond Pyeatt Director of Internal Audit 

Management's R<2SQonse from Orfalna/ Rf3Qort: 

Management concurs. Definitions were changed to solve the problem. 
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Agency No. 696 
Department of Criminal Justice 

An Audit Report on Management Controls at the Texas Correctional Industries 
SAO Report No. 98-004, November 1997 

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

TCI has not structured its planning process to meet its statutory objectives. 

Recommendation StatuI Reported by Agency 

Prioritize the goals in Tel's Status as of 6/30/98: IMPLEMENTED as of 1/29/98 
enabling legislation and 
develop strategies to fulfill Presented prioritization of goals and received guidance to address goals 
all facets of TCI's statutory from TBCJ, Subcommittee for Logistics & Operations and TDCJ executive 
objectives (in alignment management. Developed matrix for tracking statutory goals. 
with established priorities) . 

... u ............................... n ................. nu .... Un ••••••• ••••• "' ••• u ..... n ......... HU ... UUU ..................... ~ ... uu ..... Hu ......................... nUn .... nU .. H •••••••••• n ••••••••••••••• u •• U ... Uh~ •• u ••••••••••••••••••• 

Consider developing a Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98 
separate Tel job-training 
program within TCI. Action Plan has been developed to establish and monitor meaningful 

Training Programs at Tel. 

Contact: Cathleen Richards, Executive/Industry 

Management's Response from QrkJ/oal Re.Qort: 

TCI will seek advice on the development of strategies and the newly mandated statutory objectives from 
the Support Operations Committee TBCJ at the November 20, 1997 meeting. TCf will prepare a report on 
the outcome of the meeting to the State Auditor 

... n .. ,.uuHu.u ............... U.uUH ....... u.u· .... ~ .. H ...... ·u ....... u ••••• ~.u ......... n.u ••• unn ................. U .. .uH .. UH ......... H •• ' ... n.uu .......... ~ .... H .... uUu .. ~ ... u ••••••••••••••••••• '*.' •• '.H ......... u.,. ... n ........... 

Amended Manar;;zement's Resooose: 

No Action Plan developed. Compiled documentation and submitted to TBCJ Board on January 29, 1998. 
Presentation was presented to SAO and approved. 

Recommendation Status Reported by Agency 

Review the strategic Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98 
planning process to ensure 
that the various TCI plans Action Plan has been developed redefining TCl's StrategiC Plan. Monitor 
derive logically from the and review plan annually to ensure compliance. 
overall Department 
strategic_plan. 

Manqgement's Response tr.om Original Report: 

TCI is presently developing a Job-training progrom in conjunction with Windham Schoof System. TCf wil/ a/so 
develop an action plan fa increase implementation of existing TDCJ on-fhe-job fraining programs that are 
currently in use in our factories . 

......... ~"'u ... "'H.uuu ........... u ............... ~u .... u~ ........ ~rH •• n .. n.W+ •••••• ~.~ ..... _ ••••••• O##> ................... H ....... U •• n ................... "' •• u .. u ••• , .................... UH.U •• u ........ u .............. ,. •• u ......... u.O .. u ......... H •• 

Amended Manogement's Response: 

A comprehensive Action Plan has been developed. 
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Finding 2: 

Agency No. 696 

Department of Criminal Justice 

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

Information on Tel's effectiveness is unavailable and additional measures are needed to report on financial 
performance and guide Internal operations. 

Recommendation Status Reported by Agency 

Determine some Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 211/99 
meaningful. easily 
measurable output Pilot Study Completed 01/26/98. 
measures for TCI to use as Action Team set up. Action Plan developed to Identify jobs in TCI. AsSigned 
Immediate, Interim DD.T. Codes to all Jobs. Cross reference D.O.T. Codes with OES Codes 
Indicators of success. utilizing data from Texas Workforce Commission. Conducted pilot study at 

Textile Mill to determine OES Codes used In factory and job availability 
through 2005. 

Maoagement's Regzoose from Original Reood: 

TCI will set up an action team and develop on action plan to Implement this recommendation. 
... " ......... HU ... ~.U ............ • .......... U ... H ...... UUU •• U" .. H .... h ......... n ... ~ ............ h ..... " ....... d ............ H •• ~u.u ....................... &. .... u ••• uu ..................... u ••••• H ••• H •• H .......... H ....... ' ••• H •••• U •••• 4.# ..... ~ •• 

Am{ZQJiezd Manm;ement's ResPOnse: 

The Management Response Form submitted November, 1997, stated the TDCJ would hire an independent 
accounting firm, rDCJ elected not to hire a consulting firm but developed detailed Actioo Plans. 

RecommendaHon Status Reported by Agency 

Develop outcome I, Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 211/99 
measures to gauge I Same as above. progress in meeting goals. 

Man~eot's ResooAA? from Original Report: 

TCI will set up on action team and develop an action plan to implement this recommendation. 
~_ ••• u ........ ~ ..... n ..... ~ •• ~ •• u .. '"hH ....... H.~ •• "uu ........ u ..... H.u .... ~ •• u ... u ......... ~H .............. u .... U~ ... ~n~' ...... u ..... ~ ....... ~ ••••• "u •• u ............. ~.Uu ................. u .. ~ ................... "u ............... U •• H ........ 

Amended ManC1(lef1!eot's Response: 

Some as above. 

Recommendation Status Reported by Agency 

TCI should establish a Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12131/98 
comprehensive monitoring 
system to focus o1tenffon Began 12/05/97: Negotiation with outside CPA firm. Cancelled 02/09/98. 
on potential problem 
areas, idenlify factories Began 02/06/98: Action Plan developed to establish a cost accounting 
which may have methodology and model. Engaged the services ofthe University ofTexas, 
developed exemplary College of Business, to assist In development and assessment. 
processes. and as a means 
of gauging factory 
performance. Rouftne 
review and analysis of 
account balances and 
their I'elationshlps with 
each other should yield 
useful information. 

Began 11/25/97: Industrial Operations Information System. Action Plan 
developed to automate cost accounting model. 

Contact: Cathleen Richards, Executive/Industry 
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Agency No. 696 

Department of Criminal Justice 

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

Information on TCI's effectiveness is unavailable and additlonal measures ore needed to report on financial 
performance and guide Intemal operations. 

Recommendation I Status Reported by Agency 

ManClQement's ResDODSe from Original RepQ!J.; 

TCI will form an action team to develop the comprehensive monitortng system . 
... u ..... u •• u ............... U~Uu •• n •• H ............ u .... u ..... a.u .... uu ..... H ........ U .... IN ... n .... '".~ ... ,. ..... un •••• ~n ... ~ ....................... n •• U •••• nn .. un ... ".H."'U ...... ~ ................. H .. U ..... U .. u ........ U ... nu ........ "'nn .......... uu~ ... 

Amended Management's ReSQonse: 

A collaborative effort between the College of Business and the Center of Criminology and Criminal Justice 
Research at the University of Texas and TCI has commenced to design a cost accounting methodology 
and model. Detailed Action Plans have been drafted to enable implementation of the comprehensive 
model and automation of these concepts. 

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

TCI has entered into new industries without having obtained enough Information to analyze whether these 
commitments were good business decisions. 

Recommendation Status Reported by Agency 

Develop specific criteria Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/15/98 
and processes for 
implementation of new Policy redrafted to Include Standard Operating Procedures and Business 
businesses. TCI might want Planning Worksheets. Policy Is In process of obtaining approval from the SAO 
to consider having the prior to a review by the TDCJ Legal staff and approval by the TBCJ Boord 
Prison Industry AdviSOry Support Operations Committee. 
Board review the plans to 
ensure that the plans meet 
all criteria. 

Mcmaaem.€1.otg, fl!m2.oo~€1. trQJ1l Orl.ai.oal fl.eQ.Qd.; 

TCI wI/I establish an action team to develop a policy and procedure to achieve the Implementation of this 
recommendation. The policy and procedure will be evaluated by the Support Operations CommIttee of 
the Texas Board of Criminal Justice . 

......... n.u.u4 .. 4 .. U .......... H .. U ....... ~_ ........ u .. _ .......... #.n.u ..... _ .... ~u •• ~ •• ~ .. un •• u ....... nn ........ nn .. u· .... u ......... ., .................. nu.u •. Uu ... u ..... u ..................... uH .................. nu ......... ,u ....... __ .uu •• nn ...... ' 

Amended MaOC1!JemS!nr~ ReSQoow: 

Action Plan was not drafted as recommendation was addressed via a policy. 
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Agency No. 696 

Department of Criminal Justice 

Finding 3: ~ Overall Stofus 0$ of 6/30/98: PARTIALLY IMPLEMENTED 

TCI has entered Into new Industries without having obtained enough Information to analyze whether these 
commitments were good business decisions, 

Recommendation Status Reported b'l Agency 

The Board's policy should Status as of 6/30/98: OTHER 
clearly define what a new 
business or a new product Completed 1119/98, 
is and should establish a Issue addressed by Carl Reynolds, General Counsel for the TBCJ, during cost above which new 
products or Industries need meeting held on 06/14/97. TCI will not draft a new board policy. 

Board approval. 

MaOOQemeot's Response from OciQjnat ReQod: 

TCf will establish an action team to draft a TBCJ policy. 
u ... ,' ....... h ......... u ........................ " ................ uu ...... u, ... u'" .... ~ .. uu .... u ............ ~u .... 4 .... un .... ' .. n .............. uu ..... n.'u ................. u ......... HU .. Hn ............. ~n .... UI ...... n ........ ua ..... U •••• n ............ n .. ~ •• 

Amended Management's Response: 

A new board policy will not be requIred as Issue was addressed by Carl Reynolds, General Counsel, for the 
rBCJBoard. 

Recommendation Status Reported by Agency 

Include adequate Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/15/98 
information In the business 
plans to facilitate Policy redrafted to include Standard Operating Procedures and Business 
meaningful analysis. Planning Worksheets. Policy Is In the process of obtaining approval from the 

SAO prior to a review by the TDCJ Legal staff and approval by TBCJ Support 
Operations Committee, 

Contact: Cathleen Richards, Executive Industry 

Ma.nag~lIJ.sznt'8. &.r:.sQonse frs:Jm Q[JQiaal &.flJJ.ort; 

Tel will establish an action team to evaluate existing policy to determine modifications needed to achieve 
recommendation . 

........... ~ .. u ......... "" .... U"" .... n ...... un ... ~ ............. H ............ u ....... u .. u ••• u ............... Uu .. Un ..................... *.H .......... u ............ uH ........ n~ ............................ H ........ ' ••• n .... U •• ...... HuU ..... uH • .,. ..... "" .. 

IjIIJ.~Qa(;Z.d. Maaagewwt' s. &.fl6.QQCJS.~: 

Action Plan was not drafted as recommendation was addressed vIa policy. 
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Finding 4: 

Agency No. 696 

Department of Criminal Justice 

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

The Industrial Operations Information System (lOIS) could Improve TCI financial and operational 
management. 

Recommendation Status Reported by Agency 

Establish on Internal project Status as of 6/30/98: IMPLEMENTED as of 1/19/98 
manager from TDCJ Data 
Services or from TCI to On 01/19/98, on Intemal project managerappo!nted, 
complete knowledge Subsequently, Data Services appointed a project manager until completion. 
transfer. 

Manaoement's Response from 0rirJInq! Repod: 

Tel has selected an internal project manager. Further, Tel will immedIately set about involving senior 
managers to establIsh expected system outputs and develop an action plan. 

...... ;n .. ,. ..... u ......... U ..... H ••••• U ..... _ ..... ~ •• uuu ....... ~ ... n ... _u ... M .. uu_ •• ~ .......... ~ ...... UH ... ~ .... n ....... H ...... U ........... u .................... H .. HH ...... U.u.u ............. u ••• ~ .......... u ........ H ..................... , ... 

dmended Management's Response: 

TOeJ Data Services has provided a project manager to assess automation requirements and secure a 
long-term solution. Act/on PJan has been developed for Initial automation of the cost accounting model. 

Recommendation Status Reported by Agency 

Establish and document Status as of 6/30/98: IMPLEMENTED as of 11/3/97 
appropriate system- and 
factory-level controls Revision ofTCI polley 09,00.003 (rev, 2) completed. 
regarding access, 
authorizations, separation 
of duties, and physical 
security. Contact: Cathleen Richards, Executive/Industry 

Manggernent's Response from Qriaina/ Rooort: 

Tel will establish an action team. The action team will develop the policy and procedures needed to 
Implement the recommendation. 

.... u ...... u ..................... Un ... U ................. ~ ..... HH,. ... ~a .. u .. u •• .,.u.'.'.H' .............. HuU.u .... u.~ .................. u .. * .. n._ .... u •• ,.u .......... unnnn .... $O ......... uu .... u.nnu ...................... u •••••• H.HU .. U •••• 

Amended Management's Response: 

No Action Plan was drafted. Recommendation addressed via a revision of a Tel policy. 
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Agency No. 696 

Department of Criminal Justice 

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

Tel does not have a way to ensure that good processes for managing production and assets are 
Implemented in all factories. Tel has not developed policies or other mechanisms to ensure best practices 
are known or shared. 

Recommendation Status Reported by Agency 

Develop policies and Status as of6/30{98: PARTIALLY IMPLEMENTED Target Date: Ongoing 
procedures that would 
allow new employees to Effective February 1998. 
understand the minimum TOCJ Executive Directive PD·Q6 is being utilized, TCI developed and 
expectations for distributed Handbook for Industrial Supervisors, 
management of assets and 
resources. 

Ms.JD!::1Qement's RespOQ§e tcom ~aJ Reoort: 

TCI will establish an action team to develop policies and procedures aimed at providIng new employees 
an ol1entafion period and at developing a component for the Quality Training curriculum to address 
minimum expectations for management of assets and resources, 

............. u.~ .. U •••• h ... n .................. u ...... uu" ••• u .. , ...... uunu-u .... u.~ ........ n •••• n ... u ...... H ................ n • .a .... uu .... u • ......... u ................ UHU ................ u ........... n ...... u, .................................... 

Amended Manaaemenf's Response: 

No Action Plan was drafted, Recommendation addressed via a TDCJ Executive Directive and Handbook, 

Recommendation Status Reported by Agency 

Develop mechanisms to Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: Ongoing 
allow factories to share 
their best practices and Same as above. 
people in similar roles and 
address common 
problems, Contact: Cathleen Richards, Executive/lndusfry 

Management's. flesoon~ trom Qci.£JlQQl fleDort; 

Tel will Immediately begin semi·annual meetings with all Plant Managers and expand the usage of the Tel 
quarterlv newsletter to accomplish the recommendation. 
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Finding 6: 

Agency No. 696 

Department of Criminal Justice 

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

The weaknesses found In TCl's cost accounting system prevent TCI from accurately tracking Its costs and 
making good decisions about pricing products, valuing inventory, and other operational Issues. 

Recommendation Status Reported by Agency 

Cost analyses should Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98 
Include all costs incurred in 
production and should Began 12/05/97: Negotiation with outside CPA firm. Cancelled 02/00/98. 
reflect the most recent Began f12/06/98: Cost Accounting Model and Methodology. Action Plan prices paid for raw 
materials and TCl's best developed to establish a cost accounting methodology and model. 

estimate of overhead Engaged the services of the University of Texas, College of Business, to assist 

associated with in development and assessment. 

production. If labor hours Began 11/25/97: Industrial Operations Information System - Action Plan 
are used to allocate developed to automate cost accounting model. 
overhead to the product, 
TCI should use realistic 
estimates of hours. 

MooOQement's ReWoose from Original Reoort: 

TCI wIll establish ao actioo team to research and evaluate different methodologies for implementing the 
recommendation. Once research aod evaluation have been completed. the action team will develop 
policies and procedures for implementation. 

........... u .... ~u •••• U ..... ~~n •• ~ ...... ~ ................ un.u ..... H~ ...... Hu ..... u ............ u ............ ,,~ .... ~.u.u~.n ••• u •• h ••••••••••••••••••• H ........... ·.u •• n ••••••••••••• ~.~".H~ ........ h~~ ••• U ••••••••••••••••• 'u.~ •• U ........ h •• ~. 

Amended Management's ReSQonse: 

TDCJ elected not to hire the seNices of an Independent accounting firm. A collaborative effort, between 
the College of Business and the Center of CriminOlogy and Criminal Justice Research at the University of 
Texas and TCI, has commenced to design a cost accounting methodology and model. Detailed Action 
Pions have been drafted to enable Implementation of the comprehensive model and automation of these 
concepts. 

Recommendation Status Reported by Agency 

All overhead should be Status as of 6/30/98: PARTIALLY IMPLEMEN'rED Target Dote: 12/31/98 
allocated to the individual 
products in the manner Same as above. 
best suited to that Industry 
to ensure that the costs of 
the product are assigned 
either to sales or to 
inventory. 

Monaaement's ReSQonse from Oriainol Report: 

Tel wil! select action team members to develop criteria for allocating overhead. Additionally. policies and 
procedures will be developed to address the issues in the recommendation. 
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Finding 6: 

Agency No. 696 

Department of Criminal Justice 

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

The weaknesses found in TCI's cost accounting system preventTCI from accurately tracking its costs and 
making good decisions about pricing products, valuing inventory, and other operational issues. 

Recommendation Status Reported by Agency 

-

Actual costs should be Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98 
included on a monthly 
basis in the financIal Some as above. 
statements for each of the 
factories. 

Management's Resoonse from Origk)aj f«:trJQ!t: 

TCI wU/ establish an action team to develop the policies and procedures needed to implement this 
recommendation. 

Recommendation Status Reported by Agency 

Criteria for when to make Status as of 6/30/98: IMPLEMENTED 
adjustments to inventory 
records should be Effective 6/30/98 
developed to ensure Policy 09. 13.010 (rev. 1), Controlling Inventories. 
consistency and fairness in 
reporting inventory 
amounts. 

Management's ReSPQDse from QriQina! Report: 

TCI will establish an action team composed of DIVision and Plant Manager who will develop policies and 
procedures based on the JOE system. 

Recommendation Status Reported by Agency 

Policies should be Status as of 6/30/98: IMPLEMENTED 
developed to ensure 
consistency in adjustments Some as above. 
to inventory amounts. 

Manaaement's Resoonse from QriQinal Reoort: 

TCI will establish an action team composed of Division and Plant Managers who will develop policies and 
procedures based on the JOE system. This recommendation will be in conjunction with 2-A (4) 

Recommendation Status Reported by Agency 

TCI should use cost Status as of 6/30/98: PARTIAllY IMPLEMENTED Target Date: 12/31/98 
information to determine 
prices and to make Action Plan developed. 
deCisions on whether or not Ust of Tel products. Inclusive of cost. which are similar and produced at more 
it is cheaper to make or to than one factory has been complied. Policies and procedures being 
buy some items. drafted. 

Contact: Cathleen Richards, Executive/Industry 
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Finding 6: 

Agency No. 696 

Department of Criminal Justice 

I Overall Status as of 6/30198: PAR11ALLV IMPLEMENTED 

The weaknesses found in Tel's cost accounting system prevent Tel from accurately tracking its costs and 
making good decisions about pricing products, valuing Inventory, and other operational issues. 

Recommendation I Status Reported by Agency 

Management's Response from QriQlnal RfZQort: 

rCI will develop an action team of representatives from Financial Operations and Fixed Assets to research 
and evaluate different cost al/ocation methodologies. 

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

Tel's financial statements do not recognize costs or revenues appropriately. 

Recommendation Status Reported by Agency 

Sales of necessity Items to Status as of 6/30/98: PARTIAUY IMPLEMENTED Target Date: 12/31/98 
the Department should be 
recorded as sales (perhaps Began 04/14/98; Action Plan developed and approved by SAO to create 
less a discount to eliminate another process to record sale of necessity items to TDCJ. (Process to be 
the profit), but transfers of incorporated into the cost accounting model.) 
one factory's finished 
goods to another factory's Began 12/05/97: Negotiation with outside CPA firm. Cancelled 02109/98. 
raw materials should be 
recorded as inter-factory Began 02/06/98: Cost Accounting Model and MethOdology. Action Plan 
transfers. developed to establish a cost accounting methodology and model. 

Engaged the services of the University of Texas. College of Business, to assist 
in development and assessment. 

Mooar;wmeat's Response from Od(Jinot Report: 

TCI wi" appoint an action team to address method to achIeve the implementation of this 
recommendation. The action team will develop an action plan . 

••• ~ .. u .... u ••• ~ ................. ~u .. n •••• u ...... ~ •• "'.,. ••• H ....... n ............ u ...... " .. "" ........... ' ... O •• HH ................ u ..... ~.,. .... n ............. n ••••••• n.''' ••• u ••••• u •• U.n.'n .... n..-......... Hun .... U.H •• ~ ... ~ ••• uu.· •••••••••••• 

Amended Management's Resoonse: 

TDCJ elected not to hire the services of on independent accountIng firm. A collaborative effort, between 
the Co/(ege of Business and Center of CrimInology and Criminal JustIce at the UnIversity of Texas and rCf, 
has commenced to design a cost accounting methodology and model. Detailed Action Plans have been 
developed to enable implementation of the comprehensive model and automation of these concepts, 
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Agency No. 696 

Department of Criminal Justice 

Finding 7: ~ Overall status as of 6/30/98: PARTIAllY IMPLEMENTED 

TCI's financial statements do not recognize costs or revenues appropriately, 

Recommendation Status Reported by Agency 

The Cost of Raw Materials Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98 
should be computed 
according to standard Began 12/05/97: Negotiation with outSide CPA firm. Cancelled 02/00/98. 
accounting procedures 
and used In the calculation Began \12./06/98: Cost Accounting Model and Methodology. Action Plan 
of the Cost of Goods developed to establish a cost accounting methodology and model. 
Manufactured. Engaged the services of the University of Texas, College of Business, to assist 

In development and assessment. 

Began 11/25/97: Industrial OperatiOns Information System - Action Plan 
developed to automate cost accounting model. 

Management's Response from Qrfg/na/ Report: 

TCI will have ao actloo team review the process aod develop policies and procedures to Implement this 
recommendatfon. 

..... ~'" •••• " ••• uuH ....... uuuuu ...... unu ..... U" •• H .. U ........ u .... d'U"fU"UU'''H~''''Uf''''~'''''"''u",uu •• uuU''''''.jU''''''U'''''.'UH4I .. U .... U •• ~.tt ...... nu ••• u .... ~UH •• 'U ...... u ...... ~I •••• UU ... 41 ... d ........... u •• 

Amended Manaaement's ResQQOse: 

Same as above. 

Recommendation Status Reported by Agency 

Once TCI has recomputed Status as of 6/30/98: PARTIAllY IMPLEMENTED Target Date: 12/31/98 
the amount of the costs 
associated with Same as above, 
Departmental Sales, it 
should: 

• Consider raising prices 
on the products that 
Incurred a loss on 
departmental sales. 

• Recompute the 
amount by which the 
Department Is 
subsidizing sales to 
other agencies. 

Manaaement's Resaonse from Od(Jina1 Report: 

Tel will establish an action team to research and evaluate the djfferent type of factories, programs and 
products and how to best implements this recommendation. The action team will formulate policles ond 
procedures that are needed. 
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Finding 1: 

Agency No. 696 

Department of Criminal Justice 

r OvaraliStatus as of 6/30/98: PARTIALLY IMPLEMENTED 

TCl's financial statements do not recognize costs or revenues appropriately, 

Recommendation Status Reported by Agency 

The Department may want Status as of 6/30/98: PARnALL Y IMPLEMENTED Target Date: 12/31/98 
to consider hiring a 
Certified Public Began 12/5/97: Negotiation with outside CPA firm. Cancelled 2/9/98. 
Accountant. either on staff 
or as a contract employee, From 11/19/97 - 3/31/98: Utilized the services of a CPA assigned to another 
to help TCI address some of TDCJ division for the initial oversight of the cost accounting model. 
these issues. 

Began 2/6/98: Cost Accounting Model and Methodology. Action Plan 
developed to establish a cost accounting methodology and model. 
Engaged the services of the University of Texas, College of Business, to 
oversee development and assessment. 

Contact: Cathleen Richards. Executive/Industry 

ManQQement's Resoonse from Original Report. 

TCI will work with Financial Operations and Contract Purchasing to develop a Request for Proposal (RFP) to 
hire a CPA on retainer . 

.......... ~ .. ~ •••• * ....... u ..... , •••• u ............ u ................ u .................. .,u ........... n.H.~ ........ U ... Hn ••• uH.H.~ ..... H ....... ,. .......... n ................. ,..u~ .... u, ........... u •• n •••• u .............. u ............... u ...... ~ 

Amended MaQooemeot's Resoonse: 

Tel did utilized, initially, a CPA assigned to another TDCJ Division for oversight of the comprehensive 
accounting model. 
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Agency No. 696 

Department of Criminal Justice 

FindingS: 11 Overall Status os of 6/30/98: PARTIALLY IMPLEMENTED 

Tel's funding is not linked to production and is not structured to facilitate monitoring. 

Recommendation Status Reported by Agency 

The Department should Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote: 12/31/98 
allocate funds for 
"necessity items* to TCI Budgeted strategies have been consolidated In the Legislative 
based on an agreement to Appropriations Request for FY 2000 & 2001. 
provide specific numbers 
of individual Items over the 
course of the year and 
based on a specific price 
list. In 1991, TCI 
management agreed to a 
Department intemal audit 
recommendation to 
consolidate general 
revenue funding Into the 
Industrial revolving fund. 
This recommendation was 
repeated in 1994 by the 
Office of the Comptroller of 
Public Accounts. 

Manaaement's ResQQDse from Oric;;jnal Repod: 

Tel initiated action on this recommendation due to the same recommendation appearing in the TOeJ 
Internal Audit. The act/on plan caJls for an implementation date of September 1, 1998 . 

• U .......... nn ..... ~Uu •••• 4 ...... ~u •••••• _ •••••••• n.n~.H ••••••• .... Un ............................. H ............. " •• " ........... u • ... UUn ............................. H ......... H ... _ ........... ~ •• ., ... u'u.u •••• n.U .... "' ... ~'H ............. ~u~uu ••••••••• 

Amende" Management's ResPonse: 

Action Plan completed outJing required process for budget consideration in fiscal year 2000/200 7. 

Recommendation Status Reported by Agency 

Budget status reports Status as of 6/30/98: IMPLEMENTED as of 1/13/98 
should mirror the actual 
expenditures and TCI will not include pre·encumbrances In reports mode available to factories. 
obligations as closely as 
possible; therefore. the pre-
encumbrances should not 
be included In the reports 
made available to 
factories. 

Management's Resooose from OriQinaJ Report: 

Tel will not include pre.encumbrances In reports made available to factories . 
... ,." ........... u.u,. ............... ~H .. u., .. u.u .............. H ................... u ... n."' .. n ........ u.u ..... unu •• u •• ~.~uu ............. u ....... u .... H •• U .... HH ............ ,. •••• u ........ ,~ •• u~~u.~ ...... ~ •••••••••••• ~ ..... ~ •••• u ••••• u· ... .,..···· ••• 

Amended Manm;emeot's ResPonse: 

No action plan required. Corrective action taken in FY 98 financial statements. 
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Finding 8: 

Agency No. 696 
Department of Criminal Justice 

~ Overall Status as of 6/30/98: PARTiAlLY IMPLEMENTED 

TCI's funding is not linked to production ond is not structured to facilitate monitoring. 

Recommendation Status Reported by Agency 

Funds from all sources Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 10/1/98 
should be allocated to the 
different factories based Began 12/05/97: Negotiation with outside CPA firm. Cancelled 02/09/98. 
on what they are likely to Action Plan has been developed to resolve these issues via a policy in the 
need for the period. Prior FY99 budgeting process. 
year actual numbers 
should be considered in 
the development of 
subsequent year's budgets, 

Management's Response from Qriainal ReQort: 

Tel will perform budget exercises involving division and factory level management annually and quarterly, 
to assure that all funds are properly al/ocated, Detailed summaries of expendItures by FY, quarter, and 
month will be made available to division and factory level management staff . 

.. n .. H",.u ....... H •• H"' ..... UH.f .......... u •• U~ ..... H ........ HU .... H ............. ~H ...... n~ •• ~ ... ~ .......... ~ ......... u ....... _ •• _._ ••• n ......... H ......... u~ • .-............. U ..... O.n~ •••••••• uuu ...... U.n~ ........... H.n ..... u" ••• u .... ,,~u .... u •• 

Amended Management's Response: 

TOCJ elected not to hire the services at an Independent accounting firm. Action Plan completed to detail 
the process to accomplish for FY99 budget year. 

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

Operational reviews provide limited Information on factory performance. 

Recommendation Status Reported by Agency 

The Operational Review Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98 
Process should be 
evaluated and enhanced Effective 01 /23/98. 
with procedures to ensure Policy 09,06.004 (rev. 1), Division-Level Operational Review, revised. Policy 
that significant weaknesses 09.06.006,lndustrial Operational Review, written and distributed, 
are discovered and Action Plan developed for establishment of detailed procedures to 
addressed. Specifically: accomplish above policy objectives. 

The reviewers should be 
independent of the 
division, plant, and unit. 

............... u ••• u .. uuU ...... uud ..... u ................. u ••• u • • 4""U ..... ~UU .... H .............. u •••• hh." ... nuH •••••••• Uh ••••••• n .......... uuUhU ... U •• n ••••• n.u .............. " .. u ............ nu ••••••••••••• UH .... U .......... 

Develop criteria and Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98 
procedures to ensure that 
divisional reviews are more Same as above, 
likely to identify significant 
problems. 
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Agency No. 696 

Department of Criminal Justice 

Finding 9: II Overall status as of 6/30/98: PARTIALLY IMPLEMENTED 

Operational reviews provide limited information on factory performance. 

Recommendation Status Reported by Agency 

Use risk assessment to 
determine the nature, 
timing, and extent of 
monitoring. 

Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Some as above. 

Provide instruction on how Status as of 6/30/98: PARTIALLY IMPLEMENTED 
to test factory 
performance for Items Same as above. 
currently Included in the 
review. 

In addition to the areas Status as of 6/30/98: PARTIALLY IMPLEMENTED 
currently reviewed, expand 
the operational reviews to Same as above. 
Include review of: 

• Pricing of custom 
orders 

• Cost analvsis 
processes. 

The results of these reviews Status as of 6/30/98: PARTIALLY IMPLEMENTED 
should be used In 
evaluating plant Same as above. 
managers. 

Contact: Cathleen Richards, Executive/Industry 

Ms;m.agement's Respoose from Qr(Qlna/ Renort: 

Target Date: 12/31/98 

Target Date: 12/31/98 

Target Date: 12/31/98 

Target Date: 10/1 /98 

TCI will develop an intemal compliance review. TCI will submit a decision memorandum for the 
establishment and funding of stoff to perform compliance reviews. 
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Agency No. 696 

Department of Criminal Justice 

Finding 10: II Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Available Information is not used to improve business processes. 

Recommendation Status Reported by Agency 

TCI should use customer Status as of 6/30198: PARTIALLV IMPLEMENTED Target Date: On-Going 
input to evaluate and 
enhance business Effective O6l03/98. 
operations. The underlying Policy 09.03.002 (rev. 2), Product Complaint Process. finalized. 
causes of the complaints 
should be tracked. 

Manooement's Response from Original/?fN2ort; 

TCI will establish an action team to review existing policy and revise as needed . 
• ~'.'''''''''''.''''''''''~''''''''''H'''H ..... ~ ................. " ......... ~*nh .... U ..... u ••••• r ......... H.un.~ ...... u ... ;t~ ........... u ..................... dUUU ....... u.n ....... ' ......... uu~ ..... u.a ... H.~u ••• u.u .................. n ....... 

Amended Manooement's Response: 

Action Plans were not required. Policv was revised and distributed. 

A detailed manual has been written and distributed. A compliance review for adherence to these 
documents will occur in conjunction with the review to ensure all SAO recommendations are addressed 
and corrective action has taken place. 

Recommendation Status Reported by Agency 

TCl's Industry Policy for the Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote: 
customer complaint 
process should be Some as above. 
enforced to ensure 
compliance at all levels. 
Plant Managers should be 
accountable for the timely 
and satisfactory resolution 
of customer complaints. 

Manaaemenf's Response from Ortalnal Report: 

TCI will establish an action team to review existing policy. 
6 ........ u ............ ~, .. *.u ...... u ......... u.u •• .,.u .... u .. _" .......... n ••••• n& ... 9o; ..... u ........ ., •• H ........ u ........ ~H .......... u .. H.u ...... u·u ....... ~ .... " .... ,. .. h ................. u •••• un •• u ........... H •••••• ~.H •••••••••• , ••• ~ •••••• H. 

Amended Monaaement's Response: 

Some as above. 

Recommendation Status Reported by Agency 

TCI's customer data should Status as of 6/30/98: PARTIALLY IMPLEMENTED T orget Date: 
be reviewed and verified Same as above. for accuracy and 
completeness. 

Management's ReSQonse from Original Report: 

Tel will establish an oction team to review customer data and develOp the policies and procedures 
needed to implement this recommendation. 
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Agency No. 696 

Department of Criminal Justice 

Finding 10: ~ Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Available information is not used to Improve business processes. 

Recommendation Status Reported by Agency 

Amended MqnOQeCTlent's Response: 

Same as above. 

Recommendation Status Reported by Agency 

TCI should develop and Status as of 6/30/98: IMPLEMENTED 
implement policies and 
procedures that would Some as above. 
address customer 
satisfaction at the ~front-
end· of the business 
process rather than otter a 
complaint is fHed. 

Manqgemf;20rs RegxJOSf;2 from OrIginal Reaort: 

Tel will establish a stUdy group to prepare a decision memorandum for the staffing of a customer service 
group, 

•••• u ... ~u ................... ~ ............. u ..... u ••• u ............... " .............. n ................ aUU ....... u ••• f' ......... n .. ·.H ... ~.U ............ uH ••••• "u ......... _ .............. u.h ........ Uu ..................... Hu •• u .... "' •••• UHUU ........ H •• 

tjmf2.uded Manaaement'~ l?ftiJ2onsf2: 

Same as above. 

Recommendation status Reported by Agency 

Division management Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: On-Going 
should monitor and 
evaluate the effectiveness Effective April 1998. 
of the production and Finalized Quality Manual was distributed in accordance with Policy 09.13.003. 
quality processes. Quality Control Procedures. 
Measures should be 
developed and tracked to 
allow management to 
evaluate the effectiveness 
of the Qualify Assurance 
Program. Alternative 
mechanisms to enhance 
the quality of TCI products 
(such as division quality 
teams or the specific 
training of inmates) should 
be used to supplement the 
training provided by the 
Quality Assurance 
Program. Contact: Cathleen Richards, Executive/Industry 

Managwzent's Responw from Or/gina! Reood; 

Tel will utilize compliance review team to be established by recommendation 2-D (1) for the 
Implementation of this recommendation. 
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Agency No. 696 
Department of Criminal Justice 

-----,----------------------------------~-----------------------------------
Finding 10: ~ Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Available Information Is not used to improve business processes. 

Recommendation I status Reported by Agency 

Amended MgnQ!Jement's Response; 

A detailed manual has been written and distrIbuted. A compliance review tor adherence to these 
documents wI/I occur in conjunction with the revIew to ensure alf SAO recommendations are addressed 
and corrective action has token place. 

Finding 11: II Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

TCI does not have adequate information or controls to protect and track Inventory. 

Recommendation Status Reported by Agency 

Division management Status as of 6/30/98: IMPLEMENTED as of 3/1 /98 
should review inventory 
storage facilities at ali Meeting with TCI managers. Complete review of all storage facilities 
plants to identify needed completed. Major work orders submitted to TDCJ Construction. 
repairs or improvements. If 
resources are unavailable 
to address defiCiencies 
Immediately. Inventories 
should be moved to a 
more secure location. 

Manaaement's Reglonse from OriQinai Report: 

TCI will continue to utilize existfng TDCJ paflcy and procedures. Tel will develop an internal policy and 
procedure to address repair and construction Issues that are not addressed within twelve months of 
reporting under TDCJ policy and procedures. 

~"U.'.".~"" •• ""'U~"~'U"·'~'U"U·hH.'"''''''''~'"''''.'''''d ................... ~ ••• u ••• U.n~ ...................... «o.u .... ~ ........ ~.n •• ., •• h ......... ~ ••• H •••• ~ ......................... ' ••• du .. ~ .......... u ....... u ................. u ............. 

Amended Manooemeot's l1esponse: 

An Action Plan will not be drafted os stated In the Amended Response of 1 J /26/97. 

Recommendation status Reported by Agency 

Each plant should ensure Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: Ongoing 
adequate segregation of 
duties among personnel Policy 09 .13.010 (rev. 1), Controlling InventorIes, has been finalized. 
responsible for accounting, 
purchasing, record 
keeping. and custody of 
stock. Posting to Inventory 
records and reconCiliation 
of Inventory should be 
performed by different 
people. 
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Agency No. 696 

Department of Criminal Justice 

Finding 11: II OveraD Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Tel does not have adequate Information or controls to protect and track inventory. 

Recommendcltion Status Reported by Agency 

Mqna"ement's Re:jpoose from OrirJioat Report: 

Tel will utilize compliance review team to be established by recommendation 2-D (1) for the 
implementation of compensating controls . 

..... ~.f' ... u .. H ..... " ............. u ......... " ..... lIu.u., .... ,. ..... u ..... "u ..• u •• u ...... uu ............... "' ...... Hu ................... u ••• u ..................................... " ••••• U ....... HH ... ·.U .... u .. ~ ..... u ............. •• U ••• H •••••• O ................ 

Amended Management's Response: 

TDCJ elected not to hire the services of on Independent accounting firm. A polley has been drafted to 
address this issue. 

Recommendcltion Status Reported by Agency 

Tel should develop Status as of 6/30/98: IMPLEMENTED 
procedures for the Same as above. reconciliation of 
discrepancies between 
Inventory records and 
actual counts to include 
criteria on what is to be 
considered a variation and 
adjusting records. In 
addition, the procedures 
should detail how physical 
counts and spot counts are 
to be conducted. 
management should be 
held accountable for 
inventory varlances. 

Management's Resoonse (com Original Report: 

Tel will establish an action team to develop policies and procedures to Implement recommendation. 
••• , .. Hu ..... ~ ...... n ........... "H •• U .... u ......... ".~U ....... h ..... _ •• U ...... nH" ........... ~ •••• u ...... y ••• .-.u.u .... u ............. H~ •• t ......... u ..................... u ...................... u.n .............. u •••••• H ......................... 

Amended Manaaement's Response: 

Same as above, 

Recommendcltion Status Reported by Agency 

Policies and procedures Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98 
should be developed and 
implemented tor obsolete Administrative staff has met to discuss issues ossoclated with obsolete 
inventory. inventory, Policies and procedures being drafted, 

Management's Response from Originql Reoort: 

Tel will appoint an action team to develop policies and procedures on the disposal of inventory . 
• ~ .. u04 .............. u .......... W>.u ... u ••••••••• U ... HV ........ _ ..... n ............ ",. .......... _ ...... uunu ...... uuu ................................... n ... " ......... U .... U.d ........... u ........ u ........... u ... U ...... nu ••.•••• 4 •••• n ...... 4 ................. 

Amended ManO!;}ement's Re$J2onse: 

Same as above. 

STATE AUDITOR'S OFFICE 
AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998 

PAGF 179 



Agency No. 696 

Department of Criminal Justice 

Finding 12: II Overall status as of 6/30/98: PARTIALLY IMPLEMENTED 

TCI has failed to establish written procedures that specifically address the initial extension of credit or the 
collection of past-due accounts. 

Recommendation Status Reported by Agency 

TCI should implement Its Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote: 8/31/98 
draft policy on collection of 
accounts receivables. This Action Plan drafted to amend Policy 09 .13.001, Collection of Accounts 
policy should be revised to Receivable, to be an overall Funds Management Policy. 
include procedures for 
Identifying or rejecting 
orders from customers with 
delinquent accounts. 

ManQ{JerDent's Response from Original Report: 

TCI will Implement policy 09. ] 3.0r0 as planned. However, rather than amend the policy, TCI will Include this 
as part of the customer data review (recommendation 2-E (3) or develop a policy that addresses thfs issue 
independently. 

~ •••••• .,unU""""""'n ...................... ~ ••• u ...... n •••• ~ .. ~'Un ..... U .............. u .. ,. .......... ~.u ..... u ............. UUun ••••• u •• '* ... Un.u .... _~ •• u •••• U.n ................... u ........ u ... u ... u .......... , .... u .. u ........ ~ •• n .. 

Amended Manawment's /@Woase: 

Action Plan drafted to institute an overall funds management process, independent of the customer data 
review. 

Recommendation Status Reported by Agency 

Tel should develop a policy Status as of 6/30{98: PARTIALLY IMPLEMENTED Target Date: 
to address the monitoring 
and payment of Same as above. 
outstanding revolving fund 
payables. Criteria for 
setting priorities for 
payment should be 
Included In the policy. 

Manooement's Response trom Orir;jna/ Report: 

TCI will develop a polley as recommended . 
................. n ........ UHU ... " ... h ...... nn ....... n •• ~nuu .... n ••• un • ••• H ....... n .......... ., ....... u .............. uu" ........... " •• ,.nn .. U •••••••• u •• UHHh .......... n .............................................................. * ..... ··H 

~mflod.fld. Ma.oaaaa:l€;zot'~ tleSJ2QillfJ.: 
Same as above. 
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Finding 13: 

Agency No. 696 

Department of Criminal Justice 

I Overall Status as of 6/30198: IMPLEMENTED 

Although sales to employees do not account for a large percentage of Tel's sales, the risk that employees 
may take advantage of their position has not been sufficiently managed by Tel's policy on employee sales 
or by its implementanon. 

Recommendation Status Reported by Agency 

SpeCific policies and Starus as of 6/30/98: IMPLEMENTED as of 1/1/98 
procedures should be 
developed and Insntuted Policy 09.03.001, Prison-Made Article or Product Sales to Employees, revised 
that delineate who Is and distributed. 
considered an employee 
for the purpose of 
employee sales, what 
constitutes personal use, 
and what specifiC products 
are permitted and/or 
prohibited. 

Manaaement's Response from OrigInal Report: 

TCI has drafted a policy and procedure to address this recommendation. The pollcV and procedure are 
presently being reviewed by TDCJ's Legal Division. 

",. .... "."U •• UH.I •••••••• U."'tH ............. u .... a ••• u •••••• ~1 • ........................ u .......................................... u ........ •.• ~ •••• U •• U .. H ... ~ .................................... n ...... •••• unu ............. H •• nH ..... ".u •••••• Un .. 

Amended Management's Response: 

No action plan drafted as a policy has been completed to address these issues. 

Recommendation Status Reported by Agency 

Develop a standard Status as of 6/30/98: IMPLEMENTED as of 1/1/98 
process for calculating the 
price of goods sold to Same as above, 
employees, ensuring that 
011 costs such as raw 
materiols, labor, and 
overhead are included. 
This will provide some 
conSistency of pnclng 
between employee soles 
for the same or similar 
items. 

Manaaement's Response from Odatnat Report 

Tel has drafted a policy and procedure to address thIs recommendaffon. The policy and procedure are 
presently being reviewed by TDCJ's Legal Divis/on. 

n .... u.u ............. uu ... u.u .. ~ ....... u ....... U ... HH ..... H.~ ................ h"" ••• n~ •• "'''' .... Hn ........ uu •• u ....... u ........... u~ .......... _ ............ n ••• _ •••• • ........... ~? .... n ........... ~.H ................ u ••• H ••• n ..... '.~ ... uH.n.u ..... n 

Ameoded Manaaement's RespOQge: 

Same as above, 
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Agency No. 696 

Department of Criminal Justice 

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

Although sales to employees do not account for a large percentage of TCI's sales, the risk that employees 
may take advantage of their position has not been sufficiently managed by TCI's policy on employee sales 
or by Its implementat10n. 

Recommendation Status Reported by Agency 

Develop procedures that Status as of 6/30/98: IMPLEMENTED as of 1/1/98 
ensure that every 
employee sale has the Same as above. 
appropriate 
documentation, and that 
products are paid for prior 
to, or at the time of, 
delivery. 

Manaaermmt'~ Response from Originql Report; 

Tel has drafted a policy and procedure to address this recommendation. The policy and procedure are 
presently being reviewed by TDCJ's Legal Division. 

U~ •• ' ... "'."""U".""" •••••• "'UU .... '~H."'~~''''n~.'''''''''n ••• un ..... .,. ................................... UH.,..~ .. ~ ..... uu ................ n •• ~.~ ..... ".n"n ......... _.n .... ~n ........... " ........... ~~ ... n ... uu ...... H ............. U ... U.n 

dmfZ.oded MqnQgf2mfZD.t'~ /i1iJ.§Pon5fJ: 

Same as above. 

Finding 14; II OVerall status as of 6/30/98: PARnALL Y IMPLEMENTED 

Controls over Fixed Assets appear to be adequate, but documentation of malntenonce should be 
improved. 

Recommendation Status Reported by Agency 

Tel operational reviews Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: Ongoing 
should include testing of 
maintenance records. Effective 02/25/98. 

Policy 09.06.004 (rev. 1), Division-Level Operational Review, revised. Policy 
09.06.006, Industrial Operational Review. written and distributed. 

MQ{JQg,€1.mfZ./Jt'~ ~Qnse t(om OrlgiOQI &'fJJ2Qd; 

Tel will utilize compliance review team to be established by recommendation 2-D (1) for the 
implementation of this recommendation. 

n.H.n ........ s ..... H.U.U .. ~ .......... ~ ................... u,u .. , ........... u ••• ,..,u ................. u ......... , ............ ~ ......... H.U ....... u ...... H .... U •••• h .......... u ......... u ...................... ,. ........... ~.uu.t ........ n ............ u •• 

drntzIJd€1.d MQ{Jaaszmflot'S. &.es~: 

A policy has been written and distributed. A compliance revIew for adherence to this policy will occur in 
conJunctlon wIth a review to ensure all SAO recommendations are addressed and correctIve action has 
taken place. 
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Agency No. 696 

Department of Criminal Justice 

An Audit Report on Managed Care at the Texas Department of Criminal Justice 
SAO Report No. 98-013, January 1998 

Finding 1: ~ Overall Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION 

Oversight roles and responsibilities of ail parties are not obvious. 

Recommendation 

The Department is 
encouraged to pay its 
Health Services Divlsion 
physicians through its own 
payroll system. 

The Department Is 
encouraged to continue its 
efforts to hire an 
independent Health 
Services Division Medical 
Director, who is 
independent of the 
contracted health care 
providers. 

The Health Services Divlsion 
should secure sufficient 
staff to perform all aspects 

of the operation Review 
audits, eliminating reliance 
on staff from the university 
providers to assist in the 
audits. 

Status Reported by Agency 

Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION Target Date: 09/1/99 

Management Action Plan approved by CMHCAC on March 12. 1998. 
Continent upon Legislative actions. 

Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION Target Date: 9/1/99 

Management Action Plan approved by CMHCAC on March 12. 1998. 
Contingent upon Legislative actions. 

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

Management Action Plan approved by CMHCAC on March 12.1998. RFP 
requests for additional monitoring services being prepared. 

Contact: Wayne Scott. TOCJ, Executive Director 
Mike Pugh. ft&istant Director for Health Services 

Management's Response from Ot.{glnat Report: 

TDCJ concurs and has an action plan in process 

Recommendation status Reported by Agency 

Status as of 6/30/98: PARTIALLY IMPLEMENTATED Target Date: 7/30/98 Consider an amendment 
to the current contracts 
between the Department 
and the Committee and 
the Committee and the 
university providers which 
enables the Department to 
hold the university 
providers accountable for 
monitoring their 
subcontractors' 
performance. 

Management Action Plan approved by CMHCAC on March 12, 1998. 
Amendment language has been drafted and is under review, 

Contact: Jim Riley, Committee Executive Director 
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Agency No. 696 

Department of Criminal Justice 

Finding 1: 11 Overall Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION 

Oversight roles and responsibilities of all parties are not obvious. 

Recommendation Status Reported by Agency 

Maoooement's Resooose from arialnal Reood: 

The university providers disagree with recommendation. Under current law, they contract with the 
CMHCAC and not the rDCJ and are therefore accountable to the CMHCAC for contract compliance. 
Amending the contracts as recommended would essentially bring another pady "TOCJ" into the 
agreement, would change the character of the contract substantially and ignore the current statutory 
arrangement. TDCJ concurs with the recommendation and has proposed that such an amendment be 
incorporated into the next biennium contract. 

Recommendation status Reported by Agency 

In aU applicable Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 7/30/98 
subcontracts, include by 
reference any relevant Management Action Plan approved by CMHCAC on March 12, 1998. 
state licensing or health Amendment language has been drafted and is under review, 
regulations for the services 
being contracted. Contact: Jim Riley, CMHCAC, Executive Director 

MQD.aQemflot'~ Re~QDMi. tCQm Orialoal ReoQI1: 

The CMHCAC padners note that the current contracts contain a number of general references to insure 
subcontractor compliance, but concur that additional clarifying language would be beneficial. Due to 
the number of contracts involved, the clarifying amendments will be added during the next biennial 
contracting process and in any new subcontracts entered Into this biennium, 

Recommendation Status Reported by Agency 

Roles and responsibilities of Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/99 
all parties should be clearly 
defined and specifically Management Action Plan approved by CMHCAC on March 12, 1998. 
stated in the contracts. Revised roles and responsibilities language has been Identified and is to be 

approved by the CMHCAC 6/30/98. Will be Incorporated in next biennial 
contracts. 

Contact: Jim Riley, CMHCAC, Executive Director 

MaoagerTlflnt's R~Qnse from ariainal ReoQd: 

The CMHCAC partners concur that additional role definition would be beneficial and will work to more 
precisely define roles and responsibilities. Such clarifications will serve as the groundwork for the next 
biennial contracting process. 
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Finding 1: 

Agency No. 696 

Department of Criminal Justice 

II OVerall Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION 

Oversight roles and responsibilities of all parties are not obvious. 

Recommendation 

Information relat1ng to 
potential problems as well 
as any action affecting 
managed health care 
must be shared by all 
parties within the 
organization. This includes 
the Department's 
executive manogement 
and Department Health 
Services Division 
management. the 
Committee. the university 
providers. their 
subcontractors. and unit 
and regional 
management. 

status Reported by Agency 

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

Management Action Plan approved by CMHCAC on March 12. 1998, 
Revised roles and responsibilities language to be approved by CMHCAC on 
6/30/98 clarifies information sharing responsibilities. 

Contact; Jim Riley, CMHCAC Executive Director 

Maaagemeat's Response from QrirJinQ/ Report: 

The CMHCAC partners concur that addItional role definition would be beneficial and will work to more 
precisely define roles and responsibfllfies. Such clarifications will serve as the groundwork for the next 
biennial contracting process, 

Recommendation Status Reported by Agency 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/1/98 The Department should 
develop a monitoring 
function which will be 
responsible for monitoring 
all operational and 
financial aspects of the 
contract between the 
Department and the 
Committee. This function 
would also oversee the 
monitOring of the providers 
by the Committee and 
have the authority to 
review all financial and 
operational records 
related to the provision of 
health care to the 
Department's inmates. 

Management Action Plan approved by CMHCAC on March 12. 1998. TDCJ's 
independent monitoring plan developed and submitted for approval. 

Contact: Dr. Lannette Unthicum. TDCJ.lnterim Division for 
Health SeNices Director 

Management's Resoonse from QriQiaQl Reoort: 

The rDCJ concurs and has initiated an action plan for operational monitoring. 
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Agency No. 696 

Department of Criminal Justice 

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

Reevaluate the managed health care capitation rate (cost of inmate per day). 

Recommendation Status Reported by Agency 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/01/98 The Committee should 
annually evaluate the 
components and costs of 
providing health care to 
the Inmates. This 
information should be 
provided to the legislative 
Budget Board for use by 
the legislature in 
determining the 
appropriation for the 
managed health care 
strategy. Before the 
capitation rate for the next 
biennium Is set, allowable 
and unallowable cost 
components of the health 
care appropriation should 
be clear1y defined. 

Partially implemented. Management Action Plan approved by CMHCAC on 
March 12, 1998. Revised financial reporting format developed for 
Implementation In FV 1999. 

Contact: Jim Lynaugh, Chief Financial Officer, CMHC 
David McNutt. Division Director of Finance 

Management'$. Resooose from Oriainal Rfl.{Jod: 

The CMHCAC and its partners will continue to work closely wIth the LBB and Legislative staff in providing 
information relating to the components and costs of providing health care to the offender population and 
establishIng an appropriate capitation rate. rDCJ concurs with the recommendation however, the 
university provIders disagree with the setting of allowable v unallowable cost components suggested by 
this recommendation because It significantly changes the nature of the contracts. If the state wants to 
continue acquiring health care through risk contracts then the concept of What Is an "allowable' or 
'unallowable" cost would not be applicable. Under risk contracting the nat risk" provider Is liable for any 
and all costs and Is afforded the flexIbility to allocate funds as needed to manage their risk. The state has 
successfully been able to shiff financial ris/( to managed care organizations in a number of instances - -
correctional health care, state employee health plans and the evolving Medicaid Managed Core 
programs. Reverting to a structure other than risk contracting for correctional health care will be more 
costly to the state. 

8l.iditor's Follow-up Comments: 

The university providers disagree with our recommendation that allowable and unallowable cost 
components of the health care appropriation should be clearly defined before the capitation rate Is set for 
the next biennium. Without analyzing prior health care cost components or defining allowable and 
unallowable costs for managed health care, it is difficult to assess the reasonableness of the capitation 
rate. 
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Agency No. 696 

Department of Criminal Justice 

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

Reevaluate the managed health care capitation rate (cost of inmate per day). 

Recommendation Status Reported by Agency 

To ensure a common Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9101/98 
financial reporting system 
far all medical services Management Action Plan approved by CMHCAC on March 12. 1998. 
pravided. the Cammlttee Revised financial reporting format developed for Implementation in FY 1999. 
should establish financial 
reporting requirements 
consistent with health care 
Industry standards. 
University providers should 
Identify and report all 
expendItures of 
correctional managed 
health care to the 
Committee. accordIng to 
these requirements, on a 
regular basis. Contact: Jim Lynaugh. Chief Financial Officer. CMHC 

David McNutt. Division Director of Rnance 

Manaoement's Response from OriQinal Report: 

The CMHCAC partners concur and will establish a work group comprised of financial officers from the 
partner agencies to establish a common financ;al reporting system. The revised reporting system would be 
in place by the start of the next fiscal year. 

Recommendation Status Reported by Agency 

UTMB and lTUHSC should Status as of 6/30/98: PARTIALLY IMPLEMENTED Torget Date: 611/98 
develop a method to 
identify the costs of Management Action Plan approved by CMHCAC on March 12, 1998. Final 
providing indirect support review of allocation methodologies pending. 
selVlces for Department 
managed care. An 
appropriate charge bock 
system should be 
developed to reimburse 
the universities for the costs 
incurred in providing Contact: Richard Moore. UTMB. Vice President for Finance 
Indirect support services. Elmo Covin. VIce President for Fiscal Affairs 

Management's RespQOOl from Orlg/naJ Repot1: 

The UniversIty providers concur and have already taken action to insure that approprIate indirect support 
services are charged to the TDCJ managed care contracts. 
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Finding 2: 

Agency No. 696 

Department of Criminal Justice 

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

Reevaluate the managed health care capitation rate (cost of inmate per day). 

Recommendation 

Proper allocation of 
expenditures and 
segregation of funding 
resources for Department 
and non-Deportment 
managed care programs is 
essential to maintain 
accountability for each 
medical school's programs. 
Both UTMB and lTUHSC 
should review present 
allocation methods to 
ensure accuracy of the 
estimated work loads 
driven by different 
programs. 

The medical schools should 
consider use of a 
timekeeping system or 
conduct random moment 
time studies for stoff who 
perform activities for 
Department and other 
non-Deportment 
managed health core 
programs. 

Status Reported by Agency 

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

Management Action Plan approved by CMHCAC on March 12. 1998. Final 
review of allocation methodologies pending. 

Contact: Richard Moore. UTMB. Vice President for Finance 
Elmo Cavin. Vice President for Fiscal Affairs 

Manaaemeot's Response from OttJinQl Re.port: 

The universlfy providers concur. Where allocation of costs and effort are applicable, the unlverslfy providers 
will utilize methodologies similar to those used for federal grants and contracts. 

Recommendation 

The committee should 
identify the data elements 
needed to perform an 
actuarial study on financial 
risk and should begin to 
collect this data. After an 
appropriate baseline of 
Information Is established. 
an analysis of the risk and 
requirement amount of 
reserves should be 
performed. 

Status Reported by Agency 

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

Management Action Plan approved by CMHCAC on March 12. 1998. 
Actuary has been retained to conduct analysis. 
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Agency No. 696 

Department of Criminal Justice 

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

Reevaluate the managed health care capitation rate (cost of Inmate per day). 

Recommendation Status Reported by Agency 

Management's Response from 0daiaal Report: 

The CMHCAC and the university providers concur and In antiCipation of this need, Included language In 
the current university contracts to select a mutually acceptable actuary to assist In this process. The study 
will be completed by the time the next appropriatIon request is to be submitted. 

The centralized phalTTlacy Status as of 6/30/98: PAlrrlALLY IMPLEMENTEC Target Date: 10/1/98 
should continue its efforts 
to automate all aspects of Management Action Plan approved by CMHCAC on March 12, 1998. Initial 
the drug dispenSing automation has been completed as scheduled. Additional refinements 
process. Identifying the have been Identified and scheduled. 
total cost of reclaimed, 
reissued medicines should 
enable the managed 
health care program to 
accurately calculate 
inmate pharmacy cost. 
Moreover. the phalTTlacy 
will be able to accurately 
value its Inventory when 
complete costs are known. Contact: Dick Cason, Pharmacy Director 

Management's Rewonse from ~joal Report: 

The CMHCAC partners concur. Automat/on improvements are scheduled for installation in January of 
1998. 

Recommendation Status Reported by Agency 

The university providers Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98 
should track the fixed costs 
associated with Management Action Plan approved by CMHCAC on March 12, 1998. 
establishing a health clinic Tracking of costs assigned. Additional capacity to come on-line in FY 99 will 
in a new prison unit or be tracked. 
modifying a current unit to 
accommodate an 
increased population. Contacts; Jim Lynaugh, TDCJ, Chief Financial Officer 

David McNutt TDCJ, Division Director for Finance 

Management's Response from Qr/f,}fna/ Report; 

The CMHCAC partners concur. 
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Agency No. 696 

Department of Criminal Justice 

Finding 3: 

" 

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

Correctionol managed health care lacks a comprehensive monitoring system. 

Recommendation Status Reported by Agency 

Define monitoring roles Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 2/1/99 
and responsibilities of the 
Department's Health Management Action Plan approved by CMHCAC on March 12, 1998. 
SalVlces Division, the Comprehensive revlew of monitoring mechanism has been Initiated. 
Committee, and university 
providers. Whereas 5elf-
monitoring is an important 
basis of a good monitoring 
process, an Independent 
review by a party with 
enforcement authority 
would strengthen the 
process. Contact: James Riley, CMHCAC Executive Director 

Management's Resoonse from Original R~: 

The CMHCAC partners concur that better definition of roles and responsibilities relating to monitoring would 
be of benefit to ail the parties. Accordingly, the CMHCAC will form a Joint work group to examine the 
potential options available, Includfng the possibility of contracting for these seN/ces. The work group would 
be charged with reenglneerlng the monitoring processes to insure they provide meaningful Information for 
management and are consistent with health care industry standards. 

Recommendation Status Reported by Agency 

A comprehensive, Status as of 6/30/98: PARTiAlLY IMPLEMENTED Target Date: 211/99 
standardized monitoring 
system should be Management Action Plan approved by CMHCAC on March 12, 1998. 
established that Integrates Comprehensive review of monitoring mechanism has been initiated. 
the various 
information/monitoring 
processes already in place. 
A formal tracking system 
should be established to 
assist In evaluating 
providers against defined 
measurable performance 
standards. Contact: James Riley, CMHCAC Executive Director 

Management's Response from OrfQjaa{ Report: 

The CMHCAC partners concur that while there are many monitoring and reporting activities currently 
tak/ng place, there Is a need tor better Integration of the data resulting from these efforts. As noted above, 
the CMHCAC wiD form a Joint work group to initiate a reenglneering of the monitoring processes to insure 
they yield meaningful data consistent with health care industry standards. As a part of this planning effort, 
the work group will further Integrate measures of performance with the Information system development 
now underway. 
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Finding 3: 

Agency No. 696 

Department of Criminal Justice 

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

Correctional managed health care lacks a comprehensive monitoring system. 

Recommendation Status Reported by Agency 

To promote consistent and Status as of 6/30(98: PARTIALLY IMPLEMENTED Target Date: 211(99 
effective monitoring, results 
and feedback from each Management Action Plan approved by CMHCAC on March 12, 1998. 
of the monitoring Comprehensive review of monitoring mechanism has been initiated. 
processes should be 
continuously shared 
among appropriate 
management and staff at 
the Department's Health 
Services Division, the 
Committee, the unlversHy 
providers, the regional 
offices, and the medical 
units. ~ Contact James Riley, CMHCAC Executive Director 

MQna.gement's Resoonse from OrIginal Repod: 

The CMHCAC partners concur. As a part of reengineering the monitoring process, a review of effective 
means for communication, dIsseminating and foJ/owing-up on results will be conducted. 

Recommendation Status Reported by Agency 

TIe the Operational Review Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 2/1/99 
compliance threshold 
more closely to NCCHC Management Action Plan approved by CMHCAC on March 12, 1998. 
standards compliance for Comprehensive review of monitoring mechanisms has been Initiated. 
accreditation of units. 

Contact: James Riley, CMHCAC Executive Director 

Management's Response from OriginQi RePort: 

The CMHCAC partners concur that NCCHC accreditation should serve 0$ the principal guidance for the 
monitoring efforts. Such changes will be considered as part of the monitoring process reeng/neering effort. 

Recommendation Status Reported by Agency 

Use a multiple copy sick Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 6/1/98 
call request form so that a 
copy of the inmate's Management Action Plan approved by CMHCAC on March 12. 1998. 
original sick call request Electronic medical record development underway. Access to core 
can be maintained In the validation currently checked through operational review process. 
medical record to verify 
timeliness of access to Contacts: Leon Clements, UTMB, Vice President for Managed Car 
care. Jim Laible, lTUHSC, Vice President for Managed Core 

MaD.ooemfZIJ.t'~ &.esI2Qm~ tcQaJ. OrlgiQai f1!zt;}.ort: 

The CMHCAC partners concur in principal with the need to insure the timeliness of access to care, but offer 
an altemate solution to using a multiple copy sick call request form. The electronic medical record and 
electronic clinicaf management systems currently beIng reviewed and Implemented will provide a means 
to verify access to care data without requiring another copy of the sick calf request form be produced and 
maintained. 
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Finding 3: 

Agency No. 696 

Department of Criminal Justice 

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

Correctional managed health care lacks a comprehensive monitoring system. 

RecommendaHon Status Reported by Agency 

Consider standardizing the Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 6/1/98 
logging process for sick call 
requests to ensure that the Management Action Plan approved by CMHCAC on March 12, 1998. 
medicol units collect Electronic medical record development underway. Access to care 
consistent access to core validation currently checked through operations review process. 
data elements. 

Contacts: Leon Clements, UTMB, Vice President for Managed Car 
Jim Laible, nUHSC, Vice President for Managed Care 

Monaaement's Response from OriQjDal Report: 

The CMHCAC partners concur in princIpal with the need to Insure the consistency of access to care, but 
offer an altemate solution to using a manual/ogglng system. The electronic medical record and electronic 
clinical management systems currently being reviewed and implemented will provide a consistent means 
to collect access to care data. 
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Agency No. 696 

Department of Criminal Justice 

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

Correctional managed health care lacks a comprehensive monitoring system. 

RecommendaHon Status Reported by Agency 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote: 2/1/99 Health SeNlces Division 
management should 
continue its efforts to 
enhance and automate 
the gl1evance and liaison 
processes. As 
management evaluates Its 
opTions with automating 
the grievance and liaison 
correspondence 
processes, management 
should identify critical 
success factors: 

Management Action Plan approved by CMHCAC on March 12, 1998. 
Comprehensive review of monitoring mechanisms has been initiated. 

• Consider streamllnfng 
the duplicative 
processes. 

• Include management 
at all levels in 
Identifying types of 
reports needed for 
evaluatIon and 
expand distribution 
of reports. 

• Consider expanding 
grievance/ liaison 
correspondence 
coding list and 
querying function to 
meet management's 
needs at aI/levels in 
order to Identify system 
wide and unit-specific 
trends and red flags. 

• Include controls to 
ensure the accuracy 
of performance 
measure data. 

Management's RfW200se from Original RfiI2od: 

The CMHCAC partners concur. An action plan for automation Improvements Is currently undervvay. 
Additional enhancements will be considered part of the monItoring process reengineering effort. 
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Agency No. 701 

Texas Education Agency 

A Combined Report on Texas Education Agency 
SAO Report No. 98-021, February 1998 

Finding 1: II Overoll Stofus os of 6/30/98: PARTIALLY IMPLEMENTED 

There are opportunities to enhance the efficiency of on-site monitoring of discretionary grant recipients. 

Recommendation 

The agency should move 
to have the three-year 
monitoring cycle 
eliminated for the Bilingual 
Education program. 

Status Reported by Agency 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 1998-99 School 
Vear 

The Agency wlll propose that the elimination of the three-year monitoring 
cycle for bilingual education programs be recommended to the legislature. 
The possibility exists, however, that a change In statute may preCipitate 
action in federal court to revisit Court Order 6281 to ensure cyclical 
monitoring of bilingual education programs. 

Beginning In the 1996-97 school year, bilingual education programs have 
been included in district effectiveness and compliance (DEC) reviews. The 
Division of Accountability Evaluations conducted 194 DEC visits in 1997-98. In 
addition to the 173 districts scheduled to receive DEC visits In 1998-99, the 
division will pilot on-site reviews of bilingual education programs selected 
through a rlsk-based approach. 

The Agency is acting to come into compliance with the requirement to 
conduct on-site visits to bilingual education programs every three years. In 
accordance with the recommendations in the Bilingual Monitoring 
Remediation Plan. the Division of Accountability Evaluations will conduct 105 
bilingual education program visits between May 26,1998 and August 7.1998. 
Currently, districts are scheduled for DEC visits once every six years. To ensure 
that bilingual education programs are visited every three years, additional 
visits will need to be added to the DEC schedule every year. 

The Division of Accountability Evaluations is developing a risk-based 
approach and will pilot selection and visit procedures In 1998-99. Moving to 
a risk-based monitoring system would enable the Agency to maximize 
resources and provide timely oversight of bilingual education programs most 
in need of review. 

Contact: Dr. Carolyn Roberts, Senior Director 
~~,,,.,,,,, ••• " •••• u""'~'n~ .... U'U •••• "."U'''''''''''~.'' ............... ow ..... U •• n.V .... nu ....... 6 ..... d.Un .•• uh ............ H ......... ~H ..... u'u ........... .,. ... , •• u ............. n .. u •• u.u .......... ou ...... n .... U.HuU ........ . 

Management should 
evaluate the benefits of 
coordinating the on-site 
monitoring visits. 

Status as of 6/30/98: NO ACTION TAKEN Target Date: Fall 1998 

The Division of Contracts and Grants Administration will use the Risk 
Assessment Plan for Determining Risk level of Contracts and Grants to 
Identify districts for on-site monitoring visits during the 1998-99 school year. 
Identified districts will be compared with the list of districts scheduled for 
District Effectiveness and Compliance evaluations. Staff in the Division of 
Contracts and Grants Administration will conduct monitoring visits to 
selected districts in collaboration with staff in the Division of Accountability 
Evaluations. 

Contact Unda G. Mora, Associate Commissioner. and Earin Martin, Senior 
Director 
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Agency No. 701 

Texas Education Agency 

Finding 1: II Overall Status as ·0' 6/30198: PARTIALLY IMPLEMENTED 

There are opportunities to enhance the efficiency of on-site monitoring of discretionary grant recipients. 

Recommendation I Status Reported by Agency 

Mqnagement's Response from Qriginal R§Pod: 

The Agency concurs. 

Finding 2: ~ OVerall Status as of 6/30/98: IMPLEMENTED 

The Agency does not ensure school districts' financial compliance with indirect cost limits. 

Recommendation Status Reported by Agency 

Independent auditors Status as of 6/30/98: IMPLEMENTED 
should be required to 
perform financial Changes Two and Three to the Financial Accountability Resource Guide 
compliance testing on the contained amendments that expanded financial related audit requirements 
Foundation School 
program special 
allocations. 

of Independent auditors in the area of Foundation School Program special 
programs. The changes were filed with the State Board of Education through 
notice of adoption by reference in November 1997 and May 1998. The 
requirements in the changes are effective for the independent auditor's 
procedures for the fiscal year ended August 31,1998, The changes have 
been distributed In a CD-ROM format to all school districts and independent 
auditors (on record as district independent auditors for the fiscal year ended 
August 31. 1997). Exhibit 2 of the Auditing Module, entitled Compliance with 
Laws and Regulations, specifically references the 85% expenditure 
requirement for FSP program allotments. 

Contact: Tom Canby, Sr. Division Director 
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Agency No. 701 

Texas Education Agency 

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

The Agency does not ensure school districts' financial compliance with indirect cost limits. 

Recommendation Status Reported by Agency 

The agency should Status as of 6/30/98: IMPLEMENTED 
develop procedures for the 
Independent auditors' tests Changes Two and Three to the Financial Accountability Resource Guide 
of transactions and contained expanded audit procedures and guidance for independent 
reporting of results. auditors. The changes were flied with the State Board of Education through 

notice of adoption by reference in November 1997 and May 1998. The 
requirements in the changes are effective for the independent auditor's 
procedures for the fiscal year ended August 31, 1998. 

The changes have been distributed in a CD-ROM format to all school districts 
and independent auditors (on record as district independent auditors for the 
fiscal year ended August 31, 1997). The Auditing Module provides detailed 
procedures and guidance for auditors including procedures for auditing 
PEIMS fiscal data. In addition, the Division of School Financial Audits 
conducted training for independent auditors of public schools on June 8, 
1998, under the sponsorship of the Texas Society of Certified Public 
Accountants, The tralnJng covered audit activities relating to Foundation 
School Program special programs, and other topics relating to financial 
accounting and audit requirements applicable to Texas school districts. 

Contact: Tom Canby, Sr. Division Director 

/YlQaQQf2CDent's ReSQoose from QriQinal ReDod: 

Texas Education Agency (TEA) management concurs. TEA will implement the recommendations by 
expanding existing guideflnes provided to independent auditors. 
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Agency No. 701 

Texas Education Agency 

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

There are no standards for all divisions to follow for developing and maintaining information systems. 

Recommendation 

Management should 
continue to refine the data 
editing process to improve 
the quality of data 
submitted by school 
districts. 

Management should 
emphasize to all divisions 
developing and 
maintaining systems that 
consistent application Of 
system development 
standards is beneficial and 
required to ensure that 
accurate and complete 
information Is produced. 

Status Reported by Agency 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: September 1998 

A project team of Information Systems staff and customers has completed a 
statement of work and specifications for a set of cross-collection validity and 
reasonableness checks. These specifications are scheduled to be 
implemented, in the form of an electronic report to districts and Education 
Service Centers, In time to be applied to 1998·99 Fall PEIMS submission data. 

In addition, a scope of work and Implementation plan for Improvements to 
the PEIMS Editor application will be completed this summer. The Editor will 
be rewritten in an object-oriented language, which will facilitate ongoing 
review of edits for quality and completeness. as well as streamline the 
implementation of edit content improvements os they are identified on an 
ongoing basis. The existing edits in the application have been Incorporated 
into the Enterprise Data Model, thus providing detailed documentation to 
support the redesign effort. 

Finally, TEA continues to refine edits and add new edits each year, based on 
input from program area staff and advisory groups, as well as Information 
Systems staff's ongoing review and annual testing of the Editor application. 

Contact: Ann Payn, Information Systems 

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

Definition of scope and format of a system development methOdology 
policy for the agency is In progress. By August 1998, Information Systems will 
present a proposed agency methodology policy to ISAC and iPC for review 
and approval. The proposed policy will feature a "checklist" of standards for 
data and application quality. security. documentation, and project 
management, and definition of review and management processes for 
ensuring that standards are met. The policy will Instruct development 
managers to coordinate with and obtain input from appropriate Information 
Systems staff and methodology documentation to ensure thot practices 
comply with standards. 

Contact: Ann Payn, Information Systems 

Manqgement's Response from Oda/nq! Report: 

The agency has begun ImprovIng the PEIMS edds. Informotion Systems will work with customers to develop 
a reasonable set of systems development standards. Target date for agency implementation is September 
of 7998. 

STATE AUDITOR'S OFFICE 
AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30, 1998 

PAGE 197 



Agency No. 701 

Texas Education Agency 

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

The Agency Is working on enhancements to improve the quality of data used In calculating the student 
dropout rate. Until these enhancements are Implemented In September 1998, districts are stili potentially at 
risk of underreportlng current dropouts In fheir PEIMS submissions. 

Recommendation Status Reported by Agency 

Encourage the continued 
use of the Special Data 
Inquiry Unit to investigate 
the causes of campuses 
reporting high numbers, or 
a high percentage, of 
withdrawn students. 

Management should 
implement the newly 
developed leaver codes as 
soon as possible. 

Status as of 6/30/98: IMPLEMENTED 

Data on withdrawal rates for the previous year becomes available during the 
third quarter of each fiscal year. The Special Data Inquiry Unit will investigate 
76 campuses in 43 districts that reported high percentages of withdrawals in 
the 1996-97 school year. On-site visits will be conducted to 32 campuses in 
17 districts reporting high withdrawal rates for two consecutive years. 

Contact: Undo G. Mora, Associate Commissioner 

Status as of 6/30/98: PARTIALLY IMPLEMTED Target Date: 1998-99 School Vear 

The new leaver records and codes are described in the 1998-99 PErMS Data 
Standards, which were finalized and distributed to districts in March 1997. 
The new records and codes will be used to obtain information on all school 
leavers in grades 7 through 12. 

As was stated In the Initial response, information on students who leave 
school In the 1997-98 school year wlll be reported In the Fall 1 998-QQ PEIMS 
collection. and will be available in February 1999. Since districts cannot 
complete reporting of leavers for a given school year until the following 
school year, the Fall 1998-99 collection (the first submission during the 1998-99 
school year) is the earliest that the new record and codes can be applied. 

Contact: Ann Payn.lnformation Systems 

Management's RegKlDSe from Original Report: 

The Agency plans to continue to use the Speclol Data Inquiry Unit. 

The Agency already has taken steps to Implement district-level use of leaver records and codes. 
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Agency No. 701 

Texas Education Agency 

FindingS: II Overall Status as of 6/30/98: IMPLEMENTED 

Weaknesses exist in performance evaluations for nonclassified employees. 

Recommendation 

Management should 
ensure that the employee 
performance evaluation 
system is conSistently 
applied to all employees, 
Including nonclassified 
employees. 

Annualperforrnance 
evaluations should be 
prepared as part of an 
employee's 

StatUI) Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

In December 1996, performance evaluations became required for senior 
exempt stoff, It took a full year to complete evaluations of all stoff. The 
January 1998 follow up audit found that a test of 19 classified employees 
who received pay increases between December 1, 1996 and May 1, 1997 
were supported with current performance evaluations, 

Contact: Harvester Pope, Human Resources 

Status as of 6/30/98: IMPLEMENTED 

See text above, 

developmental process. Contact: Harvester POr"le, Human Resources 
.............. ~n ...... n ........... uu, ........... h •• UHn ......... u .u ... u .......... u .................... U,.H_~U~ ....... u.r:: •• _ ........ u •• ,,; ............. n~ ........... n ......... uu ......... u ................................................... Hn ........ uu 

All pay actions should be Status as of 6/:ID/98: IMPLEMENTED 
supported by a current See text above. 
performance evaluation. 

Contact: Harvester Pope. Human Resources 

Management's Response from Orjglnal Rooort: 

Performance evaluations for senior exempt stoff became effective in December 7996. 

ft has taken a full year's cycle to complete annual evaluations. 

AI' senior staff pay changes have followed appropriate state Jaws. 
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Agency No. 701 

Texas Education Agency 
----------------------------------------------------------------------------
Finding 6: II Overall Status os of 6/30/98: PARnALLV IMPLEMENTED 

The approval process for professional service contracts needs improvement. 

Recommendation Status Reported by Agency 

Establish time frames and Status as of 6/30/98:PARTIALLY IMPLEMENTED Target Date: September 1998 
dates for the development 
and implementation of the The log has been designed as a module In ISAS. COding will begin in early 
Grants TraCking Log. July. Implementation is set for SePtember 1998 

Contact: Dan Arrigo, Internal Operations 
.. u ...................... u ... uu ................. n ............. ............................................................................................................................................... u ......... uu ....... U •• H.H~ ... u.H •••••• 

Employees with authority to Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: February 1998 
approve contracts must 
have the knowledge. skills. TEA employees with authority to approve contracts have been trained over 
and abilities to carry out the last 4 years. A revised operanng procedure governing contracts was 
the responsibility. signed lost March. The agency is moving toward implementation of a risk-

based contract monitoring process. The agency's contracts manual is being 
updated. 

Contact: Dick Jarre!, Internal Operations 

Manar:;ement's Response from QriQjoal Report: 

Management will review the present time frames and dates of the Grants Tracking Log, and whether this 
project should be contracted or developed In-house. 

Over the last four years, training has been implemented for those individuals signing contracts and those 
individuals assisting signatories in preparing contracts. 
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Agency NO. 701 

Texas Education Agency 
----,---------------------------------------------------------------------
finding 7: I Overall Status as of 6/30/98: IMPLEMENTED 

The Agency does not require all departments to have performance measures to determine the quality of 
their seNices, 

Recommendation Status Reported by Agency 

Management should status as of 6/30/98:IMPLEMENTED 
extend the departmental 
performance Agency departments hove completed and are now implementing 
measurement Initiatives performance measures for their divisions. 
undertaken in the 
Department of Intemal 
Operations to all Agency 
departments. Contact: Deputy Commissioner for Finance and Accountability, Olga Garza 

ManClQement's Resoonse from Original RepQl1: 

The recommendations will be addressed by the strategic planning and work standards initiative 
coordinated in the Deputy Commissioner's Office for Finance and Accountability. 

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

The Agency's property accounting records have not been reconciled to the State Property Accounting 
System in more than flve years. 

Recommendation Status Reported by Agency 

Management should Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: Fall 1998 
ensure that reconciliations 
between the Agency's Inventory has been completed. Implementation of the ISAS Assets 
property records and the Management module will support this process. 
State Property Accounting 
System are performed on a 

Contact: Office Services. Mark Walla monthly basis. 

Manaaement's Resoonse from OriginQl Report: 

The Agency concurs. The agency Is in the process of purchasing an Integroted Statewide Administrotive 
System (lSAS). Full Implementation is planned for this fiscal year, 
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Agency No. 701 

Texas Education Agency 

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

There is a concern over the increasing number of Charter Schools. 

RecommendaHon 

As the number of charter 
schools increases, the 
Agency should assign a 
corresponding level of 
resources to appropriately 
monitor this activity 

Status Reported by Agency 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: August 1,1998 

The charter school staff is being Increased from the Original two persons (the 
director and one clerical support staff member) to three professional staff 
members (including the director), one full-time clerical support staff member, 
and one temporary clerical support to assist through the application period 
for new charter schools. This recommendation is being reported as in 
progress, as one profeSSional position is vacant and currently posted. 
Estimated dote for filling the position and reporting the recommendation as 
fully implemented Is August 1, 1998. 

It is not necessary to assign a corresponding number of staff to the Charter 
Schools Division as the number of charter schools Increases because other 
divisions and units within the Agency share the responsibility for monitoring 
and support of the charter schools. While the Charter Schools Division is the 
primary contact for Charter Schools matters, a large part of their role is to 
facilitate the interaction of the schools with other divisions of the Agency. 
These divisions include: Accelerated Programs (federal program funding), 
Accreditation and District Effectiveness and Compliance, Advanced 
Academics (formerly Gifted and Talented), CI111d Nutrition, Curriculum and 
Instruction, Instructional Technology, Legal Division, Special Education, State 
Funding and Finance, School Financial Audits, Textbooks, Transportation, and 
the Waiver Unit. 

These divisions have already encountered a significant increase In workload 
due to charter schools. 

In addition, support is provided outside the Agency by the State Board of 
Educator Certification and the University Interscholastic League, as 
necessary. The Charter School Resource Center that originated from the 
Govemor's Business Council also provides technical support to the charter 
schools, 

Contact; Charter Schools Division, Brooks Flemister 

Management's Response from Ori&Jinal Report: 

The Agency concurs. 
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Agency No. 715 

Prairie View A&M University 

An Audit Report on Management Controls at Prairie View A&M University 
SAO Report No. 98·012, January 1998 

Finding lA: II Overall Status os of 6/30/98: IMPLEMEN'rED 

Policies and procedures In the areas of contracting, purchasing, and information services were found to be 
inadequate. 

Recommendation Status Reported by Agency 

Management should Status as of 6/30/98: IMPLEMENTED 
identify missing or 
inadequate pOlicies and (1) System Policy Manual completed and reviewed. 
procedures that need to (2) Issued new Administrative Procedures Manual (APM) & Rules, 
be addressed and 
documented. Implementation verlflcatloo: 

1st Review: Special Projects 3/30/98, Wardrup and Glenn 

Contact: Mr. Willie Tempton, President for Finance Administration 

Manaaement's ReSDonse from Original Report: 

We agree that our procedures relating to procurement contractIng and contract amendments can be 
enhanced and plan to make the necessary revisions by March 31, 1998. We also agree that our 
procedures related to our student Information system data control procedures can be enhanced and plan 
to complete this task by June 30, 1998. 

Finding l·B: II Overall Status as of 6/30/98: IMPLEMENTED 

Some human resource practices do not comply with policies and regulations. 

Recommendation Status Reported by Agency 

Human resources Status as of 6/30198: IMPLEMENTED 
management should 
review state personnel HR reorganized to address these Issues. 
requirements applicable to 
these areas in the ImQI~m~[ll!J1jQo ~~[ifl~!J:ti.QQ: 
organization and ensure 
that personnel procedures 1st Review: Special Projects 6/5/98, Wardrup and Glenn 
and activities are 
compliant with these 
requirements. 

.... 11." ....... U ..... "4.~_ ................. " ...... uu ...... u ............... • .•• "uu ............... u ......................... " .................... u ............. " ...................... n .••• uu ... UUUUUH ... ,.. ............... udnu .. u ........ uu ............. n 

Human resources Status as of 6/30/98: IMPLEMENTED 
management should 
identify weaknesses In New employees hired & trained to address these Issues per departmental 
personnel practices and operating plan, 
establish Information and 
training programs, 
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Agency No. 715 

Prairie View AiM University 

Findingl·B: II Overall Status as of 6/30/98: IMPLEMENTED 

Some human resource practices do not comply with policies and regulations. 

Recommendation Status Reported by Agency 

The Human Resources Status as of 6/30198: 
Department should also 
make sure that personnel New employees hired & trained to address these Issues per departmental 
forms are completed with operating plan. 
accurate and suitable 
Information and that 
resulting reports are 
reliable. 

ManQQfZment'S RespQOSf2 from OrIgjnal RfZport: 

We agree with the recommendations of the State Auditor and plan to have the necessary changes fully 
Implemented by June 30, 1998 

Finding l·C: ~ Overall Status as of 6/30/98: IMPLEMENTED 

Management's use of interim positions may not promote optimum personnel selection decisions because 
one cannot ensure that the most qualified individuals are being appointed to fulfill the needs of the 
UniverSity, 

Recommendation 

Universl1y management 
should ensure that its hiring 
and selection practices for 
interim personnel who loter 
become permanent 
consistently ensure 
obtaining a pool of 
qualified applicants from 
which to fill available Job 
positions. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

Addressed In APM 60.01; 7 of 8 interim positions Identified are no longer in 
Interim status. 

Implementation Y~dficatjoni 

lst Review: Special Projects 5/30/98, Glenn and Wardrup 

Supporting documentation Status as of 6/30/98: IMPLEMENTED 
for these personnel 
selection decisions should Addressed In Dept. Operating Plan 
be maintained according 
to established records Implementation VerificaTIon: 
retention guidelines so that 
inquiries may be 1st Review: Special Projects 5/30/98. Glenn and Wardrup 
adequately addressed. 

Contact: Mr. Ronald Jones, Vice President for Student Affairs 
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Agency No. 715 

Prairie View A&M University 

Finding I-e: ~ Overall Status as of 6/30/98: IMPLEMENTED 

Management's use of interim positions may not promote optimum personnel selection decisions because 
one cannot ensure that the most qualified individuals are being appointed to fulfi1l the needs of the 
University. 

Recommendation I Status Reported by Agency 

Management's Resoonse from Orif;;ina/ Report: 

We acknowledge the fact that most of fiscal year 7997 we had eight interim appointments in 
management positIons: however, given the Unlversify's historically low turnover rate, would consider this to 
be abnormal. We are well aware of the potential negative impact that long-term Interim appOintments 
can have, but have been patience to Identify the optimal structure and candidates before filling the 
positions fn question. Regardless, we anticipate bringing closure to the interim appointments identified by 
the auditors soon. 

The need to maintain documentation re/atlng to job applicants have been reiterated to the Office of 
Human Resources especiafly to remain in compliance with the rAMUS Records Retention Policy. 

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

Current accounting and reporting procedures do not ensure thot only eligible semester credit hour data Is 
reported to the Higher Education Coordlnaiing Board for formula funding purposes, 

Recommendation Status Reported by Agency 

Management should Status as of 6/30/98: IMPLEMENTED 
ensure that accounting 
and reporting procedures The Financial Aid Office, Office of Developmental Studies and the Graduate 
result in capturing and school have Implemented enhanced procedures to address elTors noted. 
reporting only eligible We will continue the process of testing and enhanCing procedures to ensure 
semester credit hour data continued compliance and improved accuracy. 
to the Higher Educotlon 
Coordinating Board for Implementation Vertficatioo: 
formula funding purposes. 
Data reported should also 1st Review: Special Projects 6/25/98, Wardrup and Glenn 
be accurate per 
established criteria. Contact: Mr. Ronald Jones, Vice President far Student Affairs 

Manaaement's ResooDSe from Orlgjnal Report: 

We agree that current procedures and practices can be improved to help ensure fhat we report only 
eligible semester credit hours to the Higher Education Coordinating Board for formula funding. The purpose 
of our extensive review was not only to Identify and report error for self-deletion, but also identify and 
address weaknesses in our data collection and reporting procedures. Our first effort was to address 
weaknesses in TASP compliance controls, which results in a significant reduction of errors for the Spring 7997 
semester. We have since added additional control procedures in the Fall 1997 semester. We will contInue 
to review this process each semester and confinue to refine plocedures and controls as necessary. 
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Agency No. 715 

Prairie View A&M University 

Finding 2·8: I Overoll Status os of 6/30/98: IMPLEMENTED 

Some accounting practices for the collection of tuition and fees do not ensure the University will receive 
payment. 

Recommendation Status Reported by Agency 

Management should Status as of 6/30/98: IMPLEMENTED 
Improve Its revenue 
practices so as to ensure Installment Payment Plan document is now signed at Registration, financial 
thot student obligations are aid pending receivables have been eliminoted and only delayed 
enforceable. Installment disbursements for qualified students are allowed per Administrative 
payment plans should be Procedures, and deportment procedures meet Coordinating Boord criteria. 
signed by the student to 
comply with state statutes. 
Management should also 
improve Its procedures 
over the use of "financial 
aid pending" receivables 
to enhance collectlbility. Contact: Mr. Ronald Jones, Vice President for Student Affairs 

Management's RespQDse from Oriaina' Reoort: 

We will begin requiring students to sign an Installment Payment Plan document, effective with the Spring 
1998 semester. We will also continue to review current procedures and practices for possible 
enhancements. 

Finding 2-C: II Overoll status os of 6/30/98: IMPLEMENTED 

Some purchasing activities reviewed were not In compliance with established state regulations or In line 
with good bUSiness practices. 

Recommendation 

University management 
should take steps to 
improve purchasing 
practices to eliminate 
instances of technical 
noncompliance with 
established General 
Service Commission 
requirements and 
Historically Underutilized 
Business regulations. An 
assessment should be 
conducted to determine 
why noncompliance 
occurred, and corrective 
actions should be 
implemented. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

(1) Technical noncompliance addressed In Oct. 1997. 
(2) Corrective procedures Implemented In Sept. 1997. 

ImDlem~ototion Verification: 

1st Review: Special Projects 11/15/97, Wardrup and Glenn 
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Agency No. 715 

Prairie View AIM University 

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

Some purchasing activities reviewed were not in compliance with established state regulations or in line 
with good business practices. 

Recommendation Status Reported by Agency 

Management should also Status as of 6/30/98: IMPLEMENTED 
evaluate pattems of 
routine purchases to Now performed by Purchasing Agent 
Identify where planning 
Improvements are needed Implementation VeQfication 
and where economies and 
efficiencies can be gained. 1 st Review: Special Projects 3-17-98, Glenn and Wardrup 

Policies and procedures for 
contract revisions should 
be enhanced to establish 
appropriate controls in the 
revision process to prevent 
excessive authority residing 
with anyone Individual. 

Contracting terms, such as 
bonding requirements. 
should be verified for 
compliance. especially 
when contracts have been 
amended. 

Status as of 6/30/98: IMPLEMENTED 

Per directive, contract revisions are routed through same approval proc~ss 
as original contract and risk is addressed. Written procedures submitted June 
29,1998. 

Status as of 6/30/98: IMPLEMENTED 

Bonding requirements are verified for compliance with System Policy. 
Implementation Verification 

1 st Review: Special Projects 4-14-98 Glenn and Wardrup 

Contact: Mr. Willie Tempton. Vice President for Finance and Administration 

Maaawment's Response from OrlginQj Report: 

• With respect to off state contract purchases, we have reviewed them with appropriate General 
Service Commission staff and have been advised that the justifications provided to the auditors, while 
acceptable for purchasing off state contracts, could be strengthened or enhanced. The University's 
Purchasing Agent will continue to monitor such purchases to ensure that we continue to meet the 
General Services Commission standards and make improvements where possible. 

• With respect to HUB compliance. we acknowledge that we have not achieved the state's expenditure 
goals and will continue to make a concerted effort to achieve these goals. We will review our current 
procedures relating to reporting of HUB subcontractor information and make the necessary 
Improvements. We antiCipate having this completed by February 28, 1998. 

• Our Purchasing Agent has been instructed to review departmental purchases on a monthly basis for 
potential opportunities for operating efficiencies and cost savings. With respect to the authorized 
signers list. current University staff was unaware of a separate authorized signers list maintained by the 
Genera! Services Commission for Sale Source Justifications. An undated authorized signers list was 
submitted to the General Services Commission on October 20. 1997 and a copy was provided to the 
State Auditor's Office. 

• Current procedures can be enhanced and plans are to make the necessary revisions by March 31, 
1998. 
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Agency No. 715 

Prairie View A&MUniversify 

'Flridlng2-D: II Overall Status alo' 6/30/98: PAR'rlAlLY IMPLEMENTED 

University management cannot ensure that an fixed-asset resources in the organization are adequately 
protected and safeguarded from loss. 

Recommendation Status Reported by Agency 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31,98 University management 
should strengthen known or 
detected areas of 
weaknesses in fixed-asset 
management processes to 
ensure that all fixed assets 
required to be accounted 
for are assigned unique 
identification numbers. 

Procedures have been drafted. Implementation has not been tested. 

Asset verification should be Status as of 6/30/98: IMPLEMENTED 
periolmed regularly and 
discrepancies should be Asset verification activities & resolution of discrepancies have been 
resolved immediately. with increased. 
appropriate 
documentation 
maintained. 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date; 8/31/98 The University's database 
should be periodically 
verified foe accuracy and 
completeness. Contact: Mr. Willie Tempton, Vice President for Finance and Administration 

Manooemenf's Resoonse from QrlQinal Reaort: 

• We have identified 35 of the 37 items tested and properly tagged and updated the inventory listing, as 
appropriate. 

• We are currently reviewing the procedures for flxed-osset fagging and inventorying for possible 
enhancements to provide improved accountabili1y and accuracy. We plan to make the necessary 
procedural changes by March 31, 1998. 
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Agency No. 715 

Prairie View AiM University 

Finding 3-A: ~ Overall Status as of 6/30/96; IMPLEMENTED 

Operational decision-making by Universi1y management may be deficient because some key data and 
information is not accurate, cannot be easily obtained, and is not protected from loss. 

Recommendation 

An analysis of University
wide information should be 
formally conducted to 
determine common and 
unique software and data 
system needs. Corrective 
Improvements should 
Include: (1) Information 
sharing for common needs 
identified, and (2) 
prioritized system 
development where key 
needs are not being met. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

Needs survey conducted via network. SDlC provides for prioritized system 
development. 

Implementation Verificatioo: 

1st Review: Special Projects 6/24/98. Wardrup and Glenn 

The existing data Status as of 6/30/98: IMPLEMENTED 
management policy and 
procedures manual needs Procedures relating to users were added to APM. 
to be more effectively 
communicated. Implementation Verlficatioo: 

Data input and access 
procedures should be 
Implemented and 
controlled to ensure that 
key information is 
protected from 
inappropriate access, 
manipulation of existing 
data, or possible 
irrecoverable loss. 

1 st Review: Special Projects 6/24/98. Wordrup and Gleon 

Status as of 6/30/98: IMPLEMENTED 

Access and securl1y issues addressed in APM. 

Imolementation Verlfication: 

1st Review: Special Projects 6/24/98, Wardrup and Glenn 

Data safeguarding Status as of 6/30/98: IMPLEMENTED 
procedures should address 
backing up data and By memorandum and by update of disaster recovery plan. 
proper storage activities for 
all Unlversily computer Implementation Verlfica1ioo: 
uses. 

1st Review: Special Projects 6/24/98, Wardrup and Glenn 

Contact: Mr. Willie Tempton. Vice President for Finance and Administration 
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Agency No. 715 

Prairle View A&M University 

Finding 3-A: \I Overall Status as of 6/30/98: IMPLEMENTED 

Operational decision-making by University management may be deficient because some key data and 
Information Is not accurate, cannot be easily obtained, and Is not protected from loss. 

Recommendation I Status Reported by Agency 

M.!JnQQement's Response from Qrlaina/ Report: 

• We agree that an assessment of the University-wide Information system needs should be performed as 
a basis for future operation of the University's Information Systems Department. 

• Management Is currently reviewing other considerations such as restructuring and potential cost saving 
efforts. We anticipate completing this task by March 31, 1998. 

• The management policies and procedures manual could be enhanced and better communicated 
and we anticipate completing this task by March 31, 1998. 

Finding 3·8: II Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Management's system for the evaluation of non-academic performance information Is not sufficient to 
determine if operations are effective or efficient in achieving established goals and objectives. 

RecommendaHon Status Reported by Agency 

Performance measure Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/99 
systems should reflect 
performance targets and 
priorities in line with the 
University's strategic plan. 

Unkage methodology from State Goals through Departmental Operating 
Plans developed and Finance Division is performing pilot proJect for this 
methodology. 

The systems should also Status as of 6/30/98: PARTIALLY IMPLEMENTED 
routinely monitor and 
analyze both interim and 
final outcomes of those 
operations and 
departments to determine 
If results are meeting 
expectations. 

Resulting information status as of 6/30/98: PARTIALLY IMPLEMENTED 
generated from the 
monitoring systems 
developed should be used 
to adjust and improve 
progress toward overall 
University goals, objectives, 
and strategies. 
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Agency No. 715 

Prairie View A&M University 

Finding 3-8: II Overall Status as of 6/30198: PARTIAllY IMPLEMENTED 

Management's system for the evaluation of non-academic performance information Is not sufficient to 
determine if operations ore effective or efficient In achieving established goals and objectives. 

Recommendation 
.... n.hnuuu .............. u ....... u •• u·· ... ~ ... U·.HUU •• ....................................................... ~!~!.~.!.~~.e!?.~.~~ .. !?y. .. ~Q!.~.~y. ....................................................... 
The systems should be Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote: 8/31/99 
structured to detect 
deviations in a timely 
manner so that corrective 
action can be 
implemented to prevent 
crisis situations from 
evolving. Contact: Mr. Willie lempton. Vice President for Finance and Administration 

Management's Response from Original RepQ{j: 

Improvements can be made in our performance measurement systems for non-academic operations and 
we will continue to make reflnements. We would. however, point out that many tasks do not lend 
themselves to benchmarking, that tracking mechanisms for certain tasks could be more costly than any 
potential benefit. and that priority of tasks change frequently based upon circumstances (both 
controllable and uncontroflable). Consequently. we anticIpate such improvements to be made on a 
selected basis. 
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Agency No. 721 

The University of Texas at Austin 

A Limited Review of Management Controls at The University of Texas at Austin 
SAO Report No. 98-018, January 1998 

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

Certain faculty members have repeatedly failed to comply with safety procedures established by university 
management. 

Recommendation 

Management should hold 
faculty and students 
responsible for laborato1)' 
conditions. Implement 
available sanctions for 
chronic violators of safety 
policies, Including placing 
holds on grants, Issuing 
negative performance 
reviews, closing laboratory 
facilities, suspending 
violators from laboratories, 
and/or formally censuring 
v!olators. 

The Office of Environmental 
Health and Safety should 
analyze the results of 
inspections to Identify 
Isolated problems and 
University-wide trends. 
OEHS should send 
summarized statistics on 
violators to administrative 
as well as academic 
management. Statistics 
should include the faculty 
member'S name, lab, and 
number of times/dates the 
policy was violated. 

Status Reported by Agency 

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

A database system for gathering information from laboratory Inspections has 
been developed. This system will enable the Office of Environmental Health 
and Safety to send to University management information such as "chronic" 
violators of safety policies. Reports from OEHS Will, in tum, enable University 
management to impose avaliable sanctions for anyone repeatedly violating 
University safety policies. The Internal reports from this system will be 
distributed by September 1, 1998. 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9198 

As of January 1,1998, aU laboratory inspections are recorded in a database 
system developed by OEHS, This database will enable OEHS to send to 
Deans, Directors, and Principal Investigators statistical Information regarding 
laboratory inspections, including repeated violations of University safety 
policies. As data from Inspections is gathered, the system will enable OEHS to 
identify University-wide safety trends. The Office of Environmental Health and 
Safety currently is determining the types of information needed and the 
method for communicating this information. Initial reports are expected to 
be distributed by September 1 ,1998. 
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Agency No. 721 

The University of Texas at Austin 

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

Certain faculty members have repeatedly failed to comply with safeiy procedures established by universiiy 
management. 

Recommendation 

The University should ensure 
that its safety training 
system Includes monitoring 
to identify students, lab 
assistants, and employees 
who do not have training 
required by University 
polley or state statutes. 

Status Reported by Agency 

Status as of 6/30/98: PARTIAllY IMPlEMEN'rED Target Dote: 

The Office of Environmental Health and Safety has distributed the following 
checklist and brochures to Deans, Directors, Chairs and other personnel 
responsible for activities affected by environmental health and safety Issues: 

• Hazards Communication Act Site· Specific Training Record With Training 
Checklist 

• OEHS Safety Bulletin - Training Requirements 
• Laboratory Employees Safety Training Checklist 
• The University of Texas at Austin Hazard Communication Program 

brochure 
• Laboratory Training: Step-by-Step Guide to Laboratory Training brochure 

These materials outline for supervisors training requirements based on the 
activities of their employees. The TXCLASS compufer system has been 
implemented giving supervisors the ability to review the training history of 
their employees and to evaluate additional training needs. The new Director 
has not been hired yet but the search committee is active. 

Management's ReSPonse frow Qrjgina/ ReoQd; 

• The new Director, whom should begin by April 1 , 1998, will coordinate the implementation of corrective 
actions identified In this report and ensure that all safety related issues and policies are addressed 
continuously and monitored. 

• Each report of repeated laboratory safety violations would be reviewed. 

• Safety training needs have been assigned to each department. 

• Beginning in January of 1998, an annual written reminder will be sent to supervisors so that they may 
monitor the training requirements of individuals working under their supervision. 

• Staff in Administrative Computing Services is modifying the TXCLASS computer system to provide a 
training history for employees. 
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Agency No. 721 

The University of Texas at Austin -
Finding 2: ~ Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Risk assessment and planning are not complete for renovations of certain research buildings and residence 
halls. 

Recommendation 

The University should 
complete Its risk assessment 
and Its long-term 
implementation plans for 
renovating campus 
facilities, particularly with 
respect to research 
buildings and residence 
halls. The risk assessments 
should include 
documentation of criterta 
used for prioritization of 
projects. Amendmen1s to 
existing plans should 
contain short- and long
term deadlines for 
Implementation, Identify 
funding requirements, and 
be monitored by executive 
management. 

The Fire Marshall's OffICe 
should al1alyze the results 
of Inspections to Identify 
the trends in violations of 
building safety procedures. 
Summarized stotistics 
relating to recurring 
noncompliance should be 
reported to executive 
management. 

Status Reported by Agency 

Stotus as of 6/30/98: PARTIALLY IMPLEMENTED 

The University's Physical Plant currently Is negotiating a contract with an 
engineering firm to perform a study of safety related issues in all University 
facilities. The study is expected to require sixteen weeks to complete. Based 
on the results of this study. Physical Plant will develop a campus-wide 
renovation implementation plan. 

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

The Fire Marshall's Office currently is gothering statistical informotion from 
ongoing buildIng inspections. This information will be used by the Fire Marshall 
to report to unIversity management on campus-wide fire safety issues. The 
initial report. for calendar year 1998. is expected to be distributed by January 
1.1999. Additionally. the Fire Marshall is developing a plan for the continual 
assessment of fire safety in University residence halls. A final long-range plan 
for residence hall fire safety will be completed by September 1, 1998. 

Management's Rewonse from Qriginal R§Port: 

• The University Fire Marshall will perform a fire safety assessment of all residence halls. 

.. The Director of Physical Plant. Director of OEHS, and Director of H&F also will develop a risk assessment. 

• Effective January 1. 1998. the Fire Marshall will prepare a calendar year annual report for executive 
management that will Include an analysis of the results of fire inspections and identify trends relevant to 
fire safety on campus. 
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Agency No. 721 

The University of Texas at Austin 

Finding 3: erall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

The audit plan and other key internal audit responsibilities have not been completed. 

Recommendation 

The Internal Auditor should 
formally reevaluate the 
current audit plan and risk 
assessment each quarter 
to determine whether or 
not carry-over projects are 
critical enough to divert 
time from current plan 
proJects. Any 
recommended changes to 
the current plan should be 
formally approved, 
reported to the Internal 
Audit Committee at its 
meetings, and 
documented in the 
minutes. 

University management 
should identify other 
departments that can 
provide technical 
assistance for audit 
recommendations as well 
as non-audit special 
projects, 

Follow-up audits should be 
performed on a timely 
basis. Follow-up audit 
procedures should be 
developed and 
documented In 
accordance with the peer 
review recommendation. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

The progress on the current audit plan Is assessed each month by the Office 
of Internal Audits and reported to the Intemal Audit Committee at each 
meeting. Changes discussed at February 1998 lAC meeting have been 
formally approved by Vice President for Administration and Legal Affairs. 

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

Consideration is being given to the need for units outside the Office of 
Internal Audits to provide technical assistance to departments. To date, the 
amount of time spent by Internal Audits in technical assistance has been 
minimal. 

Status as of 6/30/98: IMPLEMENTED 

All follow-up work (on audits completed since FY 1995) has been completed. 
In accordance with directives from The University of Texas System, the status 
of all intemal audit recommendations is reported to the Board of Regents on 
a quarterly basis. Accordingly, Office of Internal Audits' polley has been 
revised to require follow-up on all audits within 90 days of the report issuance 
(unless the specified implementation date is after that period). 

MooQfJ6ment's ReSQODSe from QrfgiDal ReQort: 

The UniversIty agrees with the three recommendatIons. 
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Agency No. 721 

The University of Texas at Austin 

Finding 4: II Overall Status as of 6/30/98; IMPLEMENTED 

The content and format of the Office of Intemal Audits' reports to the Intemal Audit Committee does not 
accurately reflect the allocation of audit resources and the associated Impact on the audit plan. 

Recommendation 

All deviations from the 
ol1glnal audit plan should 
be formally approved, 
reported to the Intemal 
Audit Committee at its 
meetings. and 
documented In the 
minutes. 

Each Internal Audit 
Committee status report 
should reflect the 
percentage of the audit 
plan completed and 
compare budgeted to 
actual hours for all audits. 

Peer review 
recommendations should 
be reviewed for 
Implementation and the 
status of any 
recommendations not 
Implemented should be 
communicated to the 
Internal Audit Committee. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

Changes to FY 1998 Audit Plan proposed at the February 1998 lAC meeting 
were approved formally by the Vice President for Administration and Legal 
Affairs. 

Status as of 6/30/98: IMPLEMENTED 

Each Interna! Audit Committee meeting packet includes a status report 
showing the status of each audit project budgeted hours and actual hours 
incurred to date. 

Status as of 6/30/98: IMPLEMENTED 

A report on the status of Intemal Audits' 1995 peer review recommendations 
was presented to the Internal Audit Commi1tee at its December 1997 
meeting. Four of eight recommendations were reported as implemented. 
The other four-in progress in December 1997-have been implemented 
and the related policy changes Incorporated into the revised office manual. 

MooQJJement's ReSQOOSe from Odajna/ Repod: 

The University agrees that communications with the Internal Audit Committee can be enhanced. 
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Agency No. 721 

The University of Texas at Austin 

,Finding 5: II· OveraliStatus·QS of 6/30/98; PARTIALLY IMPLEMENTED 

The Office of Internal Audits has not established performance measures on updated goals and objectives. 
Performance evaluations have not been performed in accordance with University policy. Revise Internal 
audit policies and procedures manual. 

Recommendation 

Update its goals and 
objectives. 

Performance measures 
should be adopted and 
reported to the Internal 
Audit Committee. 

Status Reported by Agency 

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

Formal goals and objectives, Including performance measures, will be 
developed and Incorporated Into the Fiscal Year 1999 - 1999 Audit Plan 
which will be reviewed by the lAC and approved by the President in 
September 1998. 

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

See status above regarding formal goals and obJectives. 

Performance evaluations Status as of 6/30/98: IMPLEMENTED 
should be performed at a . 
minimum annually. All performance evaluations are current and will be performed as reqUired 
~ _________________ I:?Y.£~ce and UniversitY- t;?o\!9.Y: ___ . ________________ . ____ . _____ ._. ___ . ____ . 

Internal Audit's policies and Status as of 6/30/98: IMPLEMENTED 
procedures manual should 
be updated. A comprehenSive review of office policies and practices was made and the 

office manual has been updated to reflect all current pOlicies and practices. 
An electronic (WEB·based) version of the manual has been developed In 
order to facilitate In order to facilitate periodic revisions. 

Written performance measures have been reviewed periodically but hove not been stated In 0 

quantfflable manner. The audit manual Is In the process of being updated and should be completed by 
February 1, 7998. 
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Agency No. 721 

The University of Texas at Austin 

Finding 6: II Overall Status as of 6/30/98: PARl'JAlLY IMPLEMENTED 

Procedures for monitoring royalty income owed to the University are not fully implemented, 

Recommendation 

Exercise revenue 
monitoring procedures. 

Implement procedures far 
tracking inventions 
released to faculty and 
graduate stUdents. 

Status Reported by Agency 

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

The University's standard license agreement includes a provision for 
assessment of late payment penalties. The Office of Technology Ucensing 
and Intellectual Property (OIL) will negotiate with prospective licensees to 
include this provision in all relevant licenses and option agreements. The 
standard license agreement also requires licensees to submit sales and 
financial reports in accordance with a negotiated schedule. 

The Office of Technology Ucensing and Intellectual Property is in discussion 
with an accounting firm specializing in technology transfer agreement audits. 
Criteria are being developed which will enable OTL to identify 
agreements/licensees that should be audited. These criteria may include: 
timeliness of Information and financial reports, unexplained variances In 
financial results, deviations from established goals, unexplained fluctuations 
In royalties reported or paid, and other information received by OTL that 
indicates that an audit is appropriate. 

Status as of 6/30/98: IMPLEMENTED 

In the past. a letter has been sent by OTl to faculty and graduate students 
whose inventions have been released by the University. That letter has been 
modified 10 Include a paragraph reminding the inventor to Inform OTl on 
September 1st of each year of efforts to patent (or register as a copyright) an 
invention. changes In patent status and royalties or other payments due the 
University. 

The Office of Technology licensing and Intellectual Property will follow up on 
any letters not received by September 30th. Additionally, beginning in fiscal 
year 1999, OTl will compare released inventions with the U.S Patent Office 
database to identify those inventions for which patents hove been received 
and royalties or other payments may be due. 

Management's Response from Originol ReoM: 

The University agrees with the recommendations. 
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Agency No. 721 

The University of Texas at Austin 

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

The Office of Technology Licensing has not sufficiently developed procedures for Implementing the patent 
technology process, whiCh could potentially cause Inefficiencies or confusion. 

Recommendation Status Reported by Agency 

Modify draft procedures Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98 
and make available to 
research faculty. The Office of Technology licensing and Intellectual Property has drafted 

written procedures. These procedures will be made available to faculty and 
students upon review and approval by the intellectual Property Committee 
and the UniverSity's administration. Expected implementation date is 
September 1, 1998. 

Management's R9$,QQDse from OrigInal Rf.jport: 

Written procedures that distinguish the different processes and criteria followed for potent proposals 
received will be available to facu/rl and students by May " 1998. 

F!ndingS: II Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Methods for maintaining data on problems with contractors, materials, or equipment are not consistent. 

Recommendation Status Reported by Agency 

Develop standard forms to Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/l/98 
use for documenting non-
conforming conditions. A standard inspection form has been drafted and will be Implemented upon 

review and approval by the University's administration. Expected 
implementation date is September 1, 1998. 

Mana&1ement's Resooose from QrlgjoQl Report: 

The University will develop standard forms. 
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Agency No. 721 

The University of Texas at Austin 

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

New and existing employees in the Physical Plant require a formal training plan to enhonce technical skills. 

Recommendation Status Reported by Agency 

Develop 0 departmental Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote; FY 1999 
training policy for both 
supervisors and staff. The University's Physical Plant has employed a training professional on 0 full-

time basis to develop a formal training policy. A draft of the policy is 
expected by July 1998, with implementation In fiscal year 1999 upon review 
and approval of the University's administration. 

Manaaeroont's Res.oonse from Orlalnal Rooort: 

The existing training policy wfll be expanded. The Physical Plant Is recruiting a Training Coordinator who will 
develop and monitor training for employees. 

Finding 10: ~ Overall Status as of 6/30/98: IMPLEMENTED 

Access to Cashier's Checks provided as bid securities are not restricted. Checks are not tracked in a log. 
and they are stored with In unlocked fUe cabinets. 

Recommendation Status Reported by Agency 

Use a check log to record Status as of 6/30198: IMPLEMENTED 
when cashier's checks are 
received and distributed. The Physical Plant has established a check log and lock box system for 

cashier's checks received from contractors as deposits . 
.... ·H.n .... '.u"' ............ u ........... u ••• ~u ... u ••• u •• u •• ~. •••• u~n ......... u ......... ,.U •• u ... f ... u ........... UI.u.U ... u, ..... ~ .................. u~U ..... 04hu.~ ....... u.~ ... ~ ••• U.n ...... h .... ,.~U.' •••••• HU.UU6 ••• u •• n ••••••••• u • 

Use a lock box to store Status as of 6/30/98: IMPLEMENTED 
checks. 

See above statement. 

Management's Response from Orfglnal Report: 

A check log is being used already and a lock box will be purchased. 
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Agency No. 724 

The University of Texas at EI Paso 

Management Control Audit of The University of Texas at EI Paso 
SAO Report No. 98-023, February 1998 

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

Information systems lack certain planning, purchasing, and security controls. 

Recommendation Status Reported by Agency 

Reevaluate Information Status as of 6/30/98: IMPLEMENTED 
Resources prtoritles 
(including the student The Operating Plan, September 1997 - August, 1999 for the Division of 
Information system) and Finance and Administration includes strategic initiatives and implementation 
establish a clear process dates for the Networking and Telecommunications SeNices Dept., the 
regarding how to address Information Technology SeNlces Dept., and the Customer Technology 
them. This would Include Services Dept. The Biennial Operating Plan submitted to the Dept. of 
modifying existing plans to Information Resources documents information resource priorities, and 
reflect any changes in includes all information technology projects that have been undertaken. 
goals or priorities so that A new student information system (Banner 2OCX) was purchased last year 
effective tracking and and will be fully operational for the Summer 1998 semester. 
communication are 
facilitated. 

Manooement's Resoonse from Qd~inal Report: 

The student information system must be continuously upgraded to keep pace with growing enrollment and 
data reporting requirements. We will save an estimated $2 million by upgrading our current system rather 
than purchasing a new one. We will continue our efforts to seek external grant funds and other creative 
strategies to finance the $2.5 million cost of upgrading the UTEP's student Information system. 

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

The University does not monitor computer·related purchases for cost effectiveness. 

Recommendation Status Reported by Agency 

Establish poliCies and Status as of 6/30/98: IMPLEMENTED 
procedures to ensure that 
computer-related In May 1998 policies and procedures for technology equipment purchases 
purchases are monitored were implemented. These will effectively control technology equipment 
for cost effectiveness. purchases, ensure compatibility, and maximize savings through volume 

purchasing. The Technology Corner Is the University's centralized coordinator 
to administer these policies. 

Monagern~t's Response from Qrk;;inal Report: 

The Vice President for Finance and Administration has developed and will disseminate guidelines for 
computer·related purchases above a threshold that will be determined by the automation steering 
committee. Policies and procedures will be developed by April 30, 1998, to ensure that all technology 
purchases over $1,000 are properly approved either by the Technology Corner for new computer and 
software purchases, or by the technical experts within the Information Technology Services and Network 
and Telecommunications. 
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Agency No. 724 

The University of Texas at EI Paso 

Finding 3: II Overall Status as of 6130/98: IMPLEMENTED 

The strategic plan for athletics does not have specific goals and strategies with target dates for 
completion. 

Recommendation Status Reported by Agency 

Update the strategic plan Status as of 6/30198: IMPLEMENTED as of May 15, 1998 
for athletics. The strategic 
plan should have specific The strategic plan for athletics has been updated as of May 15, 1998. The 
goals and strategies with plan contains goals, strategies, and a time table for completion. 
target dates for 
completion. 

Manaaement's ReWQose from OdQlnal Report: 

The UTEP Intercollegiate Athletics Department has actually prepared two strategiC planning documents 
during the past two years, The first, which was completed in November 1995, was developed within the 
context of NCAA Certification. Using the NCAA Certification Self-Study as a base, a second Strategic Plan 
was completed tn December 1997, and comprehensively reviewed at a strategiC plannIng retreat on 
January 8, 1998. The strategic plan has been completed. 

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

A long-term financial plan, including annual operating budgets. based on realistic expectations of 
revenues has not been completed, 

Recommendation 

Determine the future 
costs/potential revenues of 
each proposed strategy 
before finalizing Its plan. 
Establish a time frame 
beyond which, if it does 
not have sufficient 
revenues to sustain their 
current (or future) level of 
expenditures, the University 
must consider downsizing 
the department to stay 
within actual revenues. 
Have Intemal Audit 
validate the University's 
financial plan and report to 
the State Auditor's Office 
by August 31. 1998. 

Status Reported by Agency 

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

A long-term financial plan, including proJected operating budgets has been 
completed and presented to the President on May 15, 1998. Item #8 in the 
business Action Plan requires the development of contingency plans for 
revenue shortfalls by August 1, 1998, Consideration will be given to various 
options Including across the board budget reductions, elimination of some 
non-revenue producing sports. reduction of administrative costs, and 
changing from Division I to Division It sports. 
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Agency No. 724 

The University of Texas at EI Paso 

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

A long-term financial plan, including annual operating budgets, based on realistic expectations of 
revenues has not been completed. 

Recommendation I Status Reported by Agency 

Mqaaoement's ResooDSe from Qr/f;Jinal ReQQrt: 

Intensive work is undelWay to finaliZe a long-term financial plan for the Intercollegiate Athletics Program. 
Drafts of this plan have been reviewed and discussed In a series of meeting. Although the comprehensive 
financial plan is not yet complete, a number of observations should be made here for the record: First, the 
UTEP Intercollegiate AthletIc program has for the past three years maintained a fund balance withOut 
dependence on support from other funding sources, e.g., deSignated funds or general fees, Second. there 
is at UTEP a high degree of awareness of the importance of carefully evaluating any dependence on 
Auxiliary Fund balances. Although these balance dropped in FY 1997, largely as a consequence of a 
decline in enrollment, they are being restored in FY 7998 as new revenue had been generated. Third. 
a/location recommendations of the Student Service Fee Committee, which has a student-mojorlty 
membership, are with few exceptions approved after review by the University President. The committee is 
advisory, however, and the President may on rare occasions adjust allocations to respond to special 
institutional needs, as occurred In this instance. 

Finding 5: I Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

There is no overall plan to reduce athletic expenditures. 

Recommendation Status Reported by Agency 

Develop and use priorities Status as of 6/30/98: PARTIALL V IMPLEMENTED forget Dote: 08/31/98 
for reducing athletic 
expenditures in case When finalized, the long-term financial plan wUllnclude priorities for reducing 
revenues cannot support athletic expenditures. 
the current level of 
seNices. 

Manaaement's Re$Qonse from Qriginal Reaort: 

Contingency plans have been prepared to address possible revenue shortfalls, Including expenditures 
reducHon measures. 
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Agency No. 724 

The University of Texas at El Paso 

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

Umited progress on prior audit recommendation to develop a comprehensive marketing plan with long-
term specific goals for fund-raising and strategies to accomplish those goals. 

Recommendation Status Reported by Agency 

Develop and implement a Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote: 08/31/98 
comprehensive marketing 
plan with long term A marketing plan has been developed and included as part of the long-
specific goals for fund- term financial plan, A Senior Associate Athletic Director for External Relations 
raising and strategies to has been hired and will continue to develop fund-raising goals and strategies 
accomplish those goals. in support of the marketing plan. 

Manoaement's Response from OriQjoal Repod: 

A marketing plan has been completed. 

Finding 7: IL!:verall status as of 6/30/98: PARTIALLY IMPLEMENTED 

A cost benefit analysis to document or justify changes in policies and reorganization of program structure 
was not prepared. 

Recommendation Status Reported by Agency 

Develop specific short- and Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 08/31/98 
long-term plans, goals, and 
objectives for Effective for Fall 1998 classes, the developmental math program has been 
developmental moth, moved back to the Moth Dept.; class size has been reduced; additional 
including specific target faculty will be hired. A plan to measure progress and to review the plan is 
dates and ways to partially developed. Additionally, a pilot Entering Student Program is being 
periodically measure implemented in Fall 1998, composed of clustered sections of developmental 
progress. Review the cost- writing, study skills. and freshmen sociology, 
benefit of reducing some 
of the larger class sizes. 

Manaaement's ResPonse from Original Report: 

A comprehensive restructuring of all developmental education activities has been initiated at UTEP, based 
upon recommendations contained in the 7997 Remediation Task Force report. Beginning in the Fall 1998 
semester, entering students in the Colleges of Engineering and Science will be the first to participate in the 
new entering students program. The primary long.-term goat which we intend to achieve by 2003, is to 
increase significantly the overall student retention rate ot UTEP, The Unlverslfy is reviewing a varlefy of 
strategies to provide developmental math education, Including the Implementation of cooperative 
learning techniques and a reduction in class size. With respect to cost-benefit determinations, any major 
increase In student success in developmental math courses, and In subsequent math courses, will obviously 
result in increases in student retention and enrollment. 
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Agency No. 730 

University of Houston 

Management Control Audit at the University of Houston 
SAO Report No. 98-006, December 1997 

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

Tuition deposits have not been mode to the state treasury within the time period required by state statutes. 

Recommendation Status Reported by Agency 

University officials should Status as of 6/30/98: IMPLEMENTED 
closely monitor the 
effectiveness of newly Verified by Internal Audit June 1998. 
installed procedures that 
were developed to ensure The University continues to monitor deposits of tuition and fees to ensure that 
timely deposits of tuition to deposits are made on a timely basis. The deposit procedures Implemented 
the State Treasury. during August 1996 continue to work effectively. 

Contact: Vice President Jim McShane 

Management's Response from Original Repod: 

The University corrected this Issue In August 1996 by Implementing procedures to ensure fall deferred tuition 
Is deposited within the time period required. 

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

Uniform statewide accounting system reconciliation has not been completed on a timely basis. 

Recommendation Status Reported by Agency 

University personnel should Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 10/31/98 
reconcile the University's 
internal accounting The University is on target to have a timely, complete reconciliation of the 
records to the applicable Uniform Statewide Accounting System to the related University Accounting 
USAS accounts on a Records for the FY 1Q98 year-end. 
monthly basis If possible; 
otherwise, It should be 
completed by the annual 
financial report deadline. Contact: Vice President Jim McShane 

Management's Response from Original RfJ[JQ[J: 

During FY 1996 and FY 1997, the campus was working to develop a comprehensive plan to modify 
accounting practices and automate manual process In order to complete the reconc/llation to USAS at 
the transaction level by FY 1998 year-end. Currently, each transmissIon of University accountIng 
transactions Is reconciled to the detail transactions recorded in USAS to help ensure that the reconciliation 
remains current and to identffy needed improvements in the process. 
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Finding 3: 

Agency No. 730 

University of Houston 

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

The student accounting system does not have the internal capabilities to perform some critical and 
fundamental accounting and reporting functions. 

Recommendation 

University officials should 
consider the replacing or 
upgrading the student 
accounting system a top 
priorliy, 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

Verified by Internal Audit June 1998. 

We have considered the replacement of the student accounting system a 
top priority and have Initiated the first phase of this endeavoL the Student 
Information System Business Process Analysis Project. 

--------------~-- ------------------_._ ... -._ .. _._. __ ._._. __ .-. __ . __ .• _._ ........ _._ .....•. _ ..••....... 

Until the system is 
upgraded or replaced. 
University officials should 
develop procedures to 
compensate for the 
shortcomings of the current 
system 

Status as of 6/30/98: IMPLEMENTED 

Verified by Internal Audit June 1998 

We have developed and implemented processes to compensate for the 
short-comings of the existing student accounting system. These procedures 
make It possible to perform the necessary accounting, reporting and 
reconciling activities in a more timely manner. 

Contact: Vice President Jim McShane 

Management's Res;::>oDSe from QriQjnat Report: 

We plan to replace the student accounting system within the next three years, 

We are now undertaking a process fe-engineering project whIch should result In changes to the way we 
currently conduct business in the areas of student accounting and other related record keeping 
requirements. We have already made changes to some of our applications and procedures, as 
recommended by Arthur Andersen & Co. In their report on the Student Accounting System, dated August 
31, 7995. These changes and additional changes to be made during FY 1998 have helped and will 
continue to help compensate for the shortcomings in the Student Accounting System. 

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

Various policies in the areas of parking, information technology, funding issues, facilities management, and 
budgets are not current. 

Recommendation Status Reported by Agency 

University officials should Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98 
restructure the process 
used to develop and revise The process for policy revision and development has been restructured. An 
policies ond procedures to office has been created to coordinate policy development and revision. 
ensure timely Estimated completion dates will be established for all policies that are in the 
implementation of new process of development or revision. 
and revised policies and 
procedures. Contact: Vice President Jim McShane 
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Finding 4: 

Agency No. 730 

University of Houston 

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

Various policies In the areas of parking, Information technology, funding issues, facilities management, and 
budgets are not current. 

Recommendation I Stetus Reported by Agency 

Manqaement's Response from OriiJjnof Report: 

We plan to revise our process for developing and reVising universIty policies and procedures. We expect to 
establish estimated policy completion/revision dates for all policies in the process of development or 
revision by August 31, 1998. 

Finding 5: ~ Overall Stalus as of 6/30/98: PARTIALLY IMPLEMENTED 

The Affirmative Action Plan required to be maintained for the Office of Federal Contract Compliance 
Programs has not been updated since 1984. 

Recommendation Status Reported by Agency 

UnlversHy officials should Status as of 6/30{98: PARTIALLY IMPLEMENTED Target Date: 9/1/98 
develop procedures to 
ensure timely updates to The plan is now in the process of being reviewed by the Human Resources 
their Federal Affirmative Department the General Counsel's Office and the incoming Executive 
Acnon Plan. Director of the Office of Affirmative Action/EEO. The Plan will soon be in 

place and it will thereafter be reviewed annually and updated as needed. 

Contact: Dennis Duffy 

Management's Response frQrn Ot:iQinqi ReQOIj: 

The database from which the update is drawn was completed and the plan will be fn place at the end of 
October 1997. 
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Agency No. 734 

Lamar University at Beaumont 

Management Control Audit-Lamar University-Beaumont 
SAO Report No. 98-029, February 1998 

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

The University has demonstrated ineffective management of cash. 

Recommendation 

Coordinate drawdowns of 
federal funds with related 
expenditures to minimize 
the need to support 
federal programs with 
University monies 

Status Reported by Agency 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 6/15/98 

Management will request that Intemal Audit add this area to its FY99 audit 
plan for follow -up. Procedures for billing DOE have been drafted and are 
under review and will be campleted by 6/15/98. 

Intemal audit should Siatus as of 6/30/98: PARTIAllY IMPLEMENTED Target Date: 6115/98 
perform follow-up work to 
ensure that applicable See statement above. 
departments are 
coordinating their efforts to 
minimize the use of 
University funds to support 
federal expenditures 

Improve the timeliness of 
financial aid processing to 
eliminate the need for 
wholesale issuance of 
emergency loans 

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

As of 3{26/98 , all awarding and diSbursing of aid is current and preparations 
were on time to begin awarding old by 5/8/98 for next award year. Written 
procedures have been prepared and are under review and will be 
completed by 6/15/98. 

Managemoot's Response from Qr1000t Report: 

A consultant was hired to review and reset all/nitial parameters In the automated software, and the system 
became fully functional in October 1997. Per management, short term or "emergencyH loans decreased 
from $652,000 and 1,506100n5 in the fall of 1997 to approximately $347,000 and 824 loans for the spring of 
1998. 

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

Various reconciliations were not timely or campleted, nor did they contain evidence of supervisory review. 

Recommendation 

All reconciliations 
(including bank 
reconciliations, payroll 
withholding accounts, and 
tuition deposits submitted 
to the State Treasury) 
should be completed on a 
monthly basis. 

Status Reported by Agency 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 6/15/98 

Bank reconciliations are current through April 1998. A draft of written 
procedures for reconCiling bank accounts has been prepared. 
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Agency No. 734 

lamar University at Beaumont 

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

Various reconciliations were not timely or completed, nor did they contain evidence of supeNisory review. 

Recommendation Status Reported by Agency 

MaOOQement's Response from OrIginal Report: 

Per management, reconciliations have been prepared on a timely basis since the late spring of 1997: 
however, we noted that this response did not address tuition deposit reconciliations or payroll withholding 
account reconciliations. 

Recommendation Status Reported by Agency 

All reconciliations should Status as of 6/30/98: IMPLEMENTED 
be completed to the 
extent that there are no 
unreconclled differences. 

Manaoemenn ReSPonse from Qrfajnal ReQQf1: 

Per management, unreconciled balances have been eliminated In all FY 98 reconcilIations. 

Recommendation Status Reported by Agency 

All reconciling items should Status as of 6/30/98: IMPLEMENTED 
be researched and 
corrected on a timely 
basis. 

ManQQel11ent's Response from OriQinal ReDort: 

Per management, reconciling items are current and are now being cleared on a tImely basis. 

Recommendation Status Reported by Agency 

All reconciliations should Status as of 6/30/98: IMPLEMENTED 
be signed and dated by 
the person completing the 
reconciliation. and they 
should be signed and 
dated by supervisory 
personnel after their 
review, 

Management's Response from OrJQlnai RepQf1: 

Per management. reconciliations are now signed and dated by preparers and reviewers. 

Recommendation 

Detailed. written 
procedures should be 
developed and 
communicated to the 
employees responsible for 
reconciliations, 

Status Reported by Agency 

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

Detailed written procedures have been developed and are under review. 
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Agency No. 734 

Lamar University at Beaumont 

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

Various reconciliations were not timely or completed, nor did they contain evidence of supervisory review. 

Recommendation Status Reported by Agency 

Management's Response from Originql Reoort: 

Detailed written procedures are cu"ently under development and will be completed by the end of March 
7998. 

Backup personnel should Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
be cross-trained to perform 
reconciliations in the event Management agrees, and has cross-trained employees and will continue to that persons primarily cross-train employees. The Finance Office will be adding a Director of responsible are not able to Accounting to Its staff. This person will function as backup to perform bank do so on a timely basis. reconciliations when needed and should be In place by 6115/98. The Asst. 

V.P. for Finance will oversee this individual's work. 

MqnQQeWent's RespQDse from Originql Reoort: 

Management will develop a cross training program and the Finance Office will also be adding a Director 
of Accounting to its staff, who will function as backup to 01/ accounting positions when needed. 

Recommendation Status Reported by Agency 

Intemal Audit should Status as of 6/30(98: PARTIALLY IMPLEMENTED Target Date: xx/xx/xx 
perform follow-up work to 
assure that reconciliations Management will request that Internal Audit add this area to Its FY99 audit 
are timely. complete, and plan. 
contain documentation of 
supervisory review, to 
assure that the Issue with 
frozen overpayments to 
ERS is resolved, and to 
verify that fiscal year 1998 
tuition deposits to the State 
Treasury hove been 
reconciled. 

Manooement's RespQOse from Qriglnq/ RfiQort: 

Management will request that Intemal Audit add the Identified areas to Its FY 99 audit plan. 
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Agency No. 734 

Lamar University at Beaumont 

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

The university's receivables are not managed effectively. 

Recommendation Status Reported by Agency 

Develop accurate and Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
timely aging reports for all 
University receivables and Aging reports will be developed for all university receivables. 
use them to manage 
receivables more 
effectively. 
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Consider writing off any Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
receivables that appear to 
be uncollectible or that are All receivables over one year old and other receivables that are determined 
over one year old. Write uncollectible will be deleted from the subsidiary and general ledger 
off all receivables which accounts. 
are no longer being 
repolted 

.M!:!JJQaement's Response from Orlginql Repod: 

Management will develop approprlate repodlng procedures to monitor the aging of non-student 
receivables. 

Recommendation Status Reported by Agency 

Reconcile all receivable Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98 
accounts to the University's 
official accounting records 

Management concurs and will comply. Reconciliation of all receivable on a monthly basis. 
Reconciliations should be accounts will be done on a monthly boisis. Reconciliations will be 

adequately documented adequately documented, signed. and doted by the preparer and the 

with preparer's and person reviewing the reconciliation. All accounts will be reconciled by 

supervisor's Signature and August 31, 1998. 

date. Copies of all 
reconciliations should be 
filed and available for 
review. 

Man""ement's Response from OriQina/. Report: 

Management will implement procedures regarding reconciliations in 1998. 

Recommendation 

AU credit balances should 
be researched and 
corrected as soon as 
possible. AU differences on 
the reconciliations should 
be researched, and 
corrections should be 
made to applicable 
records on a timely basis. 

Status Reported by Agency 

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

Management concurs and will research and take corrective action 
regarding these credit balance by August 31, 1998. 
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Agency No. 734 

lamar University at Beaumont 

Finding 3: I Overall status as of 6/30/98: PARTIALLY IMPLEMENTED 

The University's receivables are not managed effectively. 

Recommendation Status Reported by Agency 

Mqnagement's Response frQm Oooinal Report: 

Management will research and take corrective action regarding credit balances by August 1998. 
Reconciliation differences will be researched as they occur, and corrections will be made on a timely basis. 

Ensure that all billings to the Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
Foundation and other 
outside parties are Management concurs. Billings to the foundation for the fall semester will be 
submitted on a timely basis. made by Nov. 1, in the future, and billings to the Foundation for the spring 

semester will be accomplished by March 1. other parties will be billed timely 
according to established agreements. 

Management's ReSOQnse from Ork;;inal Reood: 

Billings tQ the FQundation fQr the fall semester will be made by NQvember lin the future, and billings for the 
spring semester will be accomplished by March 1. Other outside parties will be billed according to 
established agreements. 

Recommendation Status Reported by Agency 

All allowances for doubtful Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
accounts should be 
adjusted annually to reflect 

Management concurs, The allowance will be reviewed and adjusted the true cOllectlbllity of 
applicable receivables. annually as part of annual financial report preparation process. 

Ms:m.agement's Respo~ frQm 0ooina{ Report: 

Allowances will be reviewed annually as part of the annual financ/al report preparation prQcess. 

Recommendation Status Reported by Agency 

Detailed, written Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 6/15/98 
procedures should be 
developed and Written procedures have been developed and under review and will be 
communicated to completed by 6/15/98, 
employees responsible for 
reconciliations. 

Manqgement's Response from Original R€!QOrt: 

Written procedures wfll be developed as soon as system changes are implemented. 
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Agency No. 734 

Lamar University at Beaumont 

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

Management failed to monitor and enforce compliance with TSUS rules and regulations regarding the 
handling of gift checks made payable to the University. 

Recommendation Status Reported by Agency 

Implement procedures to Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
ensure that gifts to the 
University are handled in The University currently has procedures in place to ensure compliance. 
accordance with Management will work with the Foundation to ensure aU funds are properly 
applicable TSUS rules and handled in accordance wlth donor's wishes. 
regulations and the written 
instructions of donors. 

Mqnqaement's ResPoose from QriaiDaI ReDort: 

Management Is currently retuming any check which has not been made payable to the appropriate party 
to the donor and requesting a corrected check. 

Recommendation Status Reported by Agency 

Internal Audit should Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
monitor the University's 
handling of gifts to ensure Management will request that Intemal Audit include this area in its FY99 audit 
compliance. plan. 

Management's R'i?$pOOse trom Original Report: 

Management wifJ request that Intemal Audit include this audit area In its FY 99 audit plan. 

Recommendation Status Reported by Agency 

Management should Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
confer with the TSUS Office 
and Its Board of Regents to Management Is currently retuming any check which has not been made 
develop an appropriate payable to the appropriate party (Lamar University or the Foundation) to the 
remedy for situations noted donor, and is requesting a corrected check. The Foundation has returned 
in our finding. the funds In question to Lamar University. 

Manaaemeat's Response from OriQinal Reoort: 

The Foundation will return the funds In question to the University. 
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Agency No. 734 

Lamar University at Beaumont 

FindingS: I Overall Status as of 6/30/98: IMPLEMENTED 

Certain payments lack oversight. 

Recommendation Status Reported by Agency 

Ensure that all payments Status as of 6/30/98: IMPLEMENTED 
processed by the University 
are for official University 
business and that 
payments comply with the 
Intent for which the related 
accounts have been 
established. 

Management's Response from Original Report: 

Management disagrees with our assessment of the transactions In question: however, management states 
that in the future, participants in the Superintendents' Academy will be personally responsible for costs 
associated with non-essential activities Incidental to workshops such as attending plays, trips to the Empire 
State Building, tour guides, etc. 
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Agency No. 734 

Lamar University at Beaumont 

Finding 6: I Overall status as of 6/30/98: PARTIALLY IMPLEMENTED 

Management has failed to establish written policies or to enforce existing policies designed to accurately 
account for and document department inventories, and to safeguard University properly from loss, theft, 
and abuse. 

Recommendation 

Review and evaluate 
current policies, 
procedures. and 
monitoring mechanisms. 
Make additions and 
revisions where necessal)' 
to ensure compliance with 
State Property Accounting 
System policies and 
procedures and TSUS rules 
and regulations regarding 
the sofeguording and 
accounting for properly. 

Status Reported bV Agency 

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

A properly management section has been added to the new Finance 
Policies & Procedures Manual, which will be Issued by 8/31/98. During 
December 1997 and Janual)' 1998, all property custodians attended training 
on state property reporting requirements. Management will require 
departments to submit reports on a timely basis. 

Management's ResQODSe tcom QdQinal Report: 

A property management section has been added to the new Finance PolicIes and Procedures Manual, 
which will be issued in FY 98. All property custodians were requIred to affend training on state property 
reporling reqUirements. Management will focus more attention to having supeNisors submif reports on a 
timely basis in the future. 

Recommendation 

Inventol)' property and 
equipment regularly. 

Status Reported by Agency 

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

The University will conduct annual inventories. General ledger accounts and 
the State Property Accounting System will be updated and adjusted to 
actual cost. The balance sheet in the AFR will reflect actual cost All property 
custodians have now been briefed on the importance of completing the 
annual inventory on a timely basis and in a thorough manner. Management 
will require that all inventories be submitted on a timely basis. The Properly 
Manager wUl report to management all departments not complying. 
Management will work WIth departments to assure Inventories are 
completed. The assistant Vice President for Finance will oversee the annual 
reconciliation of the property records to the general ledger and the State 
Property Accounting system, Assignment has been made to the Finance 
Office personnel for the reconciliation. 

Man~emenf'$ Repmse from Qrigjnql Report: 

All property custodians hove been briefed on the importance of completing the annual Inventory on a 
timely basis and In a thorough manner. Management will require that inventories be submitted on a timely 
basis. The Property Manager will report to management off departments not complying. The Assistant Vice 
President for Finance will aversee the annual reconCiliation of the property records to the general ledger 
and the State Property Accounting System. 
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Agency No. 734 

Lamar University at Beaumont 
-
Finding 6: II Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Management has failed to establish written polides or to enforce exlsflng poRcles designed to accurately 
account for and document deportment inventories, and to safeguard University property from loss, theft, 
and abuse, 

Recommendation 

Reconcile property and 
equipment, property 
records. general ledger 
accounts, and State 
Property Accounting 
System Information 
regulorly, Prepare timely 
and well-documented 
adjustments based on the 
results of Inventories and 
reconciliations . 

. Maintain property records 
with sufficient care so as to 
allow property items to be 
readily located. 

Status Reported by Agency 

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

See above response for 'Inventory property and equipment regularly' 
recommendation. 

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

See above response for 'Inventory property and equipment regularly' 
recommendation. 

Property items should only Status as of 6/30/98: IMPLEMENTED 
be loaned to employees or 
students for the conduct of 
legitimate University 
business, and only with 
appropriate authorization 
and adequate 
documentation. 

Management's Response from Orir;dnq/ RePQrt: 

Forms and procedures for the loan of unlverslfy eqUipment are Included in the property manual referenced 
above. Property custodIans have been briefed on the Importance of observing these procedures. 

Recommendation 

SUrplus property deletions 
should be adequately 
documented and 
traceable to the ultimate 
disposition of these items. 

Report lost or stolen 
property to the 
appropriate authorities 
immediately upon 
discovery. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

Status as of 6/30/98: IMPLEMENTED 
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Agency No. 734 

Lamar University at Beaumont 

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

Management has foiled to establish written policies or to enforce existing policies designed to accurately 
account for and document department inventories, and to safeguard University property from loss, theft, 
and abuse. 

Recommendation Status Reported by Agency 

Internal Audit should Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
continue to monitor issues 
identified in this report and Management will request that Internal Audit include this area for follow-up in 
their prior report until such its FY99 audit plan. 
tlme as all Issues are 
satisfactorily addressed. 

Management's ResDQOSe (com QrirJinalllmlQ(j: 

Forms and procedures tor surplus property deletions and fast or stolen property are included in the property 
manual referenced above. Property custodians have been briefed on the Importance of Observing these 
procedures. 
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Agency No. 734 

Lamar University at Beaumont 

Finding 7: ~ Overall status os of 6/30/98: PARTIALLY IMPLEMENTED 

Problems continue to persist relating to the accuracy of Information used to support decision-making 

Recommendation Status Reported by Agency 

Establish adequate 
guidelines for project 
management of all new 
system Implementations 
and/or upgrade. The 
guidelines should include 
requirements for: 

• Adequate testing 
and/or parallel 
processing of new and 
old systems to ensure 
the systems are 
working as intended 
and to ensure the 
accuracy of data. 

• Complete, accurate, 
timely, and 
documented 
recancfllatlons of data 
from old to new 
systems to ensure the 
accuracy of data 
beIng transferred. 

• Detailed and 
measurable 
parameters for project 
management of new 
systems and/or 
upgrades in order to 
accurately track the 
progress of 
Implementation or 
upgrades and for 
accountability 
purposes, 

Status as of 6/30/98: IMPLEMENTED 

Management's Response from Qrfglnal ReQod: 

Management's response appears to minimize the problems associated with the accounting feed 
associated with the HRS to FRS feed, Management states that "all data was eventually entered 
accurate/y* relative to the conversion to the new accounting system. 
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Agency No. 734 

lamar University at Beaumont 

Finding 7: l Overall status as of 6/30/98: PARTIALLY IMPLEMENTED 

Problems continue to persist relating to the accuracy of information used to support decision-making 

Recommendation Status Reported by Agency 

Develop detailed action Status as of 6/30/98: IMPLEMENTED 
plans to correct problems 
identified with FRS and SIS . .................... , ..... , .............. , ... " .......................... , ..................................................................... " .................... 
DevelOp detailed policies Status as of 6/30/98: IMPLEMENTED 
and procedures for 
management and 
operation of information 
systems. 

MqnQ()emeot's RespQnse from QriQinql RepQrt: 

Manaaement apoeors to believe that the University has adeauate policies and orocedures. 

Recommendation Status Reported by Agency 

Strengthen controls over Status as of 6/30/98: IMPLEMENTED 
access to information 
systems: 

• Umlt the number of 
persons havIng data 
entry capabifltles to 
only those needing 
such capabilities as an 
integral part of their job 
responslbllfties. 

• Ensure terminated 
employees are denied 
access to information 
systems. 

Manaaement'S Response from Origjoq/ Reoort: 

Management will review the access of each individual who has access to FRS and limit the capabilities to 
only those required by the Individual's job. Management has established a check out system whereby the 
System Administrator is notified when an employee is terminated. Additionally, a report can be produced 
that provides a list of people without current contracts that Human Resources can check to help 
determine when an employee should be taken off the system. 

Management w/IJ request that Infernal Audit include this area In its FY 99 audit plan. 
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Agency No, 734 

Lamar University at Beaumont 

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

Inadequate management of the financial aid processing function, along with violations Of federal 
requirements. 

Recommendation Status Reported by Agency 

Identify the essential Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
knowledge, skills, and 
abilities necessary for Management concurs. Job standords and skills will be developed for each 
Financial Aid Office staff position In the Student Financial Aid Office and when new employees are 
members to perform their hired, a determination will be made that the new employee has the 
job respansibilities knowledge, skills, and abilities to perform the job responsibilities successfully. 
successfully. Consider Management will see that employees receive adequate training to perform 
these factors when their job responsibilities on a continuing basis. Management will continue to 
advertising, screening. and send these employees to DOE work-shops as they become available. A 
hiring new employees. and written plan for employee training Is under development and should be 
when Identifying training completed by 6/15/98. 
needs. Ensure thai all 
Financial Aid Office staff 
members receive 
adequate training to allow 
them to perform their job 
responsibilities effectively. 

Manaaemenrs ResooDSe from Orjaioal Report: 

New employees /n the Financial Aid Office have received 16 hours or intensive training from a consulting 
firm specializing in the operation of the SIS system. In addition all employees io the Financial Aid Office 
have had 6 hours of customer service training from a local consulting firm. Management will continue to 
send these employees to Department of Education workshops as they become available. 

Recommendation Status Reported by Agency 

Develop written pOlicies Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/98 
and procedures to guide 
Financial Aid Office staff in Written procedures have been drafted and are currently being reviewed. To 
the performance of all be completed by August 1998. 
critical job responsibilities. 

MOOQ!JefT1ent's Response from Originol Report: 

Written desk procedures will be completed by the eod of 1998. 

Recommendation 

Develop performance 
standards and goals 
against which to monitor 
the operations of the 
Financial Aid Office and 
the performance of its stoff. 

Status Reported by Agency 

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

Management will develop performance standards for the staff for the office. 
Standards and goals for processing old are prepared and under review. In 
addition to the Financial Aid Office being evaluated as a group/team, each 
employee will be olso be evaluated on his/her individual performance. 
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Agency No. 734 

Lamar University at Beaumont 

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

Inadequate management of the financial old processing function, along with vlolatlons of federal 
requirements. 

Recommendation Status Reported by Agency 

Mqnqgement's Response from Qr/fJiDal Report: 

Management has prepared two pions to address the problems In the Financial Aid Office. Per 
management. the objectives outline In the first, short-term plan are substantlaf/y complete. A second, long 
range plan was presented to the Boord In December 1997. The ultimate goal of this plan is for the Financiol 
Aid Office to be able to inlflate the processing of financial aid for the 1998-] 999 academic year so that 
awards are processed within 30 days of the receipt of complete documentation. If successful, this will 
allow 01/ students who have submitted timely aid requests to receive all appropriate old ten days prior to 
the first class day In August 1998. 

Recommendation 

Identify the Information 
that is critical to monitor 
the performance of the 
Financial Aid Office against 
performance goals; to hold 
staff members 
accountable for their 
performance: and to 
ensure compliance with 
applicable statutes, rules, 
regulations, and other 
applicable restrlctlons, 

Develop systems to 
capiure and report this 
information in a timely 
manner and at an 
appropriate level of detail. 

Develop and make regular 
use of management 
reports to ensure that aid is 
processed and awarded In 
a timely manner and In 
compliance with 
applicable restrictions. 

Manage workflow In the 
Financial Aid Office to 
allow new financial aid 
cycle processing to begin 
as student documents are 
received. 

Status Reported by Agency 

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

Management concurs. Reports are being developed to help management 
comply with this recommendatlon. 

MaDQ!Jement's Response from Originql Report: 

A management report has been developed to assess the old packaging status of all students who have 
applied for financial aid. The report Is run daily, and is used to Identify and fa act on problems before they 
can accumUlate. The Financial Aid Office Is held accountable as a team for preventing problems with old 
processing. 
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Agency No. 734 

Lamar University at Beaumont 

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

Inadequate management of the financial aid processing function, along with violations of federal 
requirements. 

Recommendation Status Reported by Agency 

Establish controls over Status as of6/30f98: PARTIALLY IMPLEMENTED Target Date: 06/15/98 
documents in the Financial Management concurs. An Admlnlstrotive Technician was assigned the 
Aid Office sufficient to 
minimize the loss and 

responsibility of document control last August. All documents are logged into 

misfiling of papers and the computer upon receipt. and this Individual Is responsible for ensuring that 

resulting delays in 
they are filed in the appropriate student file. Procedures are in place to 
ensure proper documentation has been received before old is awarded. processing students' aid Written job descriptions have been developed and are being reviewed by packages. Reed Evans and are scheduled to be completed by 6/15/98. 

Manaaement's Response from QrlginQl RWJ,Qri: 

Internal AudIt has Financial Aid on its schedule for FY 98, and the results of that audit will be used to Identify 
speclflc traIning deficiencies that need to be addressed to ensure compliance with federal regulations. 
Management will request that Internal Audit verify the segregation of Perkins Loan accounts. 

l~ecommendatlon Status Reported by Agency 

Ensure that financial aid is Status as of 6{30/98: IMPLEMENTED 
not awarded and 
disbursed in the absence of 
adequate, complete, 
legible documentation of 
students' eligibility and 
need. Aid should not be 
disbursed in the absence of 
signed documentation 
indicating formal 
acceptance of the aid 
awarded. Student loans 
should not be offered in 
the absence of completed 
loan applications. 
Management should 
exercise greater diligence 
In investigating and 
resolving conflicting 
information submitted by 
students. 

Manar;ement's RespQnse from Original RfZPort; 

Internal Audit has Financial Aid on its schedule for FY 98, and the results of that audit will be used to Identify 
specific training deficIencies that need to be addressed to ensure compliance with federal regulatIons. 
Management will request thot Internal Audit verify the segregation of PerkIns Loon accounts. 
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Agency No. 734 

Lamar University at Beaumont 

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

Inadequate management of the financial aid processing function, along with violations of federal 
requirements. 

Recommendation Status Reported by Agency 

Comply with federal Status as of 6/30/98: IMPLEMENTED 
regulations prohibiting the 
withholding of Pell Grant 
proceeds for the payment 
of outstanding university 
obligations. 

ManOfJement's Response from OriQInal Report: 

Management will comply with recommendations regarding adequate documentary support for awards 
and verification of information submitted by students. 

Recommendation Status Reported by Agency 

Submit all required reports Status as of 6/30/98: IMPLEMENTED 
to the Department of 
Education on a timely 
basis. Information included 
in these reports should tie 
or reconcile to the 
University's official records. 
Management should 
maintain Its federal student 
financial aid accounts in 
compliance with 
applicable federal 
regulations. Management 
should adjust Its 
accounting records to 
reverse the effects of 
having consolidated its 
Perkins Loan accounts and 
submit amended federal 
reports for the affected 
periods. 

ManQJJ&fTlent's Response from OrfQfnal Reporj: 

Management will request a programming modification to prevent the appllca#on of Pell Grant proceeds 
to prior semester charges 

Recommendation 

Internal Audit should 
perform adequate testing 
to assure that the Perkins 
loan accounts have been 
accurately segregated per 
federal regulations. 

Status Reported by Agency 

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

Internal Audit has already scheduled an audit of the Financial Aid Office in its 
fiscal year 98 program. Management will request that they verify the 
segregation of the Perkins loan accounts. 
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Agency No. 734 

Lamar University at Beaumont 

'Finding9: 1\ Overall Status as of 6/30/98: PARnAlLY IMPLEMENTED 

Continued, significant losses in auxiliary operations. 

Recommendation Status Reported by Ag.ency 

Develop detailed action Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
. plans to correct the 
downward fund balance Management concurs. The elimination of the housing deficlt fund will be on 
trends and deficit fund exceedingly slow process, and will probably not be complete until the 

. balances in Housing, bonded debt is eliminated. Management has a draft of a plan to Increase 
Energy Conservation, Food the number of students In the University housing. The Montagne Center Is 
Services, Subordinate Lien, another area that will not be susceptible to an easy solution. HoweveL 
and the Montagne Center. management will reassess the situation and review the available alternatives. 

Plans to address these Issues for both UniversIty housing and the Montagne 
Center will be developed and submitted to TSUS by August 1999. 

Manat;Jement's Response from Qrit;Jjnq/ Report: 

The eliminaiion of the fund balance deficit In Pledged Enterprises will be an exceedingly slow process and 
wI/I probablv not be complete unt112010. Management has a draft of a plan to eliminate this deficit. and 
antiCipates having a document for release by the end of FY 98. 

By the end of FY 98, management will reassess the Montagne Center situation and review the available 
alternatives. 
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Agency No. 734 

Lamar University af'Beaumont 

,Finding 10: ~ OVEiraliStatus as of 6/30/98: PARTIALLY IMPLEMENTED 

Service departments are losing money. 

RecolJ'lmendation StorusReported by Agency 

Develop detailed action Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 08/31/98 
plans to correct the 
downward fund balance Management concurs and will conduct a thorough review of all service 
trends, reduce the deficits departments. A plan for operating each service department on a break-
in fund balances, and even basis will be developed for the start of the Fiscal Year 99. 
allow for "break-even" or 
profits in the service 
department operations 
currently losing money. 

Manawment's Respoose from Original Report: 

Management has decided to underwrite the Print Shop to provide convenience to the campus 
community. Management will conduct a thorough review of the other seN/ce deparlments and will 
provide a plan by the start of the FY 99 budget year. 
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Agency No. 734 

lamar University at Beaumont 

Finding 11: II Overall Status as of 6/30/98: PARTIALLY IMPlEMEN'rED 

Improvements ore needed in the management of the University's human resources In many areas. 

Recommendation 

Ensure that all hiring 
decisions are based on a 
thorough position analysis 
and that screening and 
subsequent hiring decisions 
give sufficient 
consideration to whether 
prospective employees' 
knowledge, skills, and 
abilities sufficiently match a 
position's requirements. 

In areas where 
management anticipates 
a need to hire 
inexperienced staff due to 
the available market of 
prospective employees, 
there should be sufficient 
advance planning to 
ensure that new hires 
receive adequate training 
and supervision relative to 
their responsibilities, 
Preparation of critical 
reports and other crucial 
functions should only be 
performed by personnel 
having experience 
appropriate to the task. 

status Reported by Agency 

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

Management will make every effort In the future to comply with the 
recommendations relating to position analyses, planning for training. 
supervision, and ensuring that critical functions are performed by persons 
with appropriate experience. 

Management's Response from Oriainal Revort: 

Management agrees that this /s the preferable course of action and will make eveIY effort to comply these 
recommendations in the future, 
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Agency No. 734 

Lamar University at Beaumont 

Finding 11: I Overall Status as of 6/30{98: PARTIALLY IMPLEMENTED 

Improvements are needed in the management of the University's human resources In many areas. 

Recommendation status Reported by Agency 

Integrate planning for Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 12/31/98 
Mure staffing needs into 
other long term plannIng 
for the University. To the 
extent possible, identify 
anticipated future staffing 
levels well In advance, 
along with the knowledge. 
skills. and abilities that will 
be needed In the future for 
employees to successfully 
perform their job 
responsibilities. 

Incorporate this Information 
Into management's plans 
and curriculum for training 
of new hires and the long
term development of 
current employees. 

Management's Response from Odglnal Report 

Management will incorporate a plan for future staffing needs into its long-term plan by December 31.1998. 

Recommendation Status Reported by Agency 

Implement procedures to Status as of 6/30/98; IMPLEMENTED 
ensure that materials 
relating to the hiring of 
employees are forwarded 
to the Human Resources 
Office In a timely manner, 
and that adequate 
safeguards exist over 
employee Information. 
Applications. resumes, 
transcripts. documentation 
of background checks, 
and other similar 
Information supporting the 
hiring of individuals should 
be maintained in those 
employees' personnel flies 
in the Human Resources 
office. Personnel files 
should not be purged of 
such materials as long as 
employees maintain their 
active status. 
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Agency No. 734 

Lamar University at Beaumont 
----,-----------------------------------------------------------------------
Finding 11: [ Overall Status as of 6/30/98: PARTIAllY IMPLEMENTED 

Improvements are needed In the management of the University's human resources in many areas. 

Recommendation Status Reported by Agency 

Management's Resooose from Origlnol Report: 

Management is in the process of assembling the missing documentation from the senior staff files examined 
In thIs audit. In the future the Director of Human Resources will not approve hires until required 
documentation has been forwarded to the Human Resources Office by the search committee. 

Recommendation status Reported by Agency 

Implement procedures to Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Dote: 6/15/98 
ensure compliance with all 
appUcable state, TSUS, and 
University human resources 
policies, Including those 
relating to the 
administration of faculty 
teaching loads, external 
activities, and the timely 
submission of stoff 
performance appraisals. 
Information from employee 
performance appraisals 
should be considered In 
development of future 
training plans and 
curriculum. 

Mooar;ement's Response from Original Report: 

Management agrees. With regard to overload activities, these must be disclosed on the form used to pay 
the individual. In additioD, all Deans have been advised that overloads in excess of 725 percent requires 
the approval of the Executive Vice President For Academic affairs. The faculty are required to submit a 
formal request for approval of a/I opplicable external employment. 

With regard to timely evaluations, employees have now been through an annual evaluation under our new 
procedure. The second cycle of evaluations is currently underway. Management initially established the 
evaluation plan so that employees would be evaluated on the anniversary of the month of their 
employment. However, this has made it difficult to monitor compliance with the timely submission of 
evaluations. Management Jntends to convert In Fiscal Year 99 to doing all evaluations In a single month. 
Management will require supervisors to submit evaluations on a timely basis in the future. With regard to 
knowledge of State, TSUS, and University policies, the University has a draft Human Resources policies and 
procedures manual which has passed legal review and Is currently under review and will be completed by 
06/75/98. An updated staff handbook will follow. 
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Agency No. 734 

Lamar University at Beaumont 

Finding 11: I Overall Status as of 6/30/98: PARTIALLV IMPLEMENTED 

Improvements are needed In the management of the University's human resources in many areas. 

Recommendation Status Reported by Agency 

Develop operational Status as of 6/30/98: NO ACflON TAKEN Target Date: 
standards and 
performance measures for 
all critical areas of 
University operations. 
Identify those elements of 
Information essential to the 
successful management of 
these critical areas and 
ensure that the University's 
Information systems 
adequately capture that 
Information and provide it 
to responsible employees in 
a timely manner and in an 
appropriate format. 

Ensure that supervisory 
personnel have timely 
access to any Information 
necessary to hold staff 
members accountable for 
their performance. 

Management's ReSPQnse from QriQinal/?§port: 

Management concurs. This Is a complex long range proJect. Management will study the issue to see how 
operational and performance standards may best be Incorporated Into our strategic plan and our current 
evaluation system. 

Recommendation Status Reported by Agency 

Review University human Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: FY 1999 
resources policies regularly 
in order to Identify areas 
requiring additional 
attention, clarification, or 
revision, and to ensure that 
the University's poliCies and 
practices comply with 
applicable low, TSUS rules 
and regulations, and other 
extemal restrictions. 

Management's Response from Orlafoal Reoort: 

Management agrees. The new Human Resources Policies and Procedures Manual has been reviewed by 
/egal counsel at the System's office, aod was Issued on 5/29/98. An updated Staff Handbook will follow. In 
addition management will request that this area be Included in Intemal Audit's plan for FY99. 
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Agency No. 734 

Lamar University at Beaumont 
--.-'------------------------------------------------------------------------
Finding 12: II Overall Status as of 6/30/98; PARTIALLY IMPLEMENTED 

Inconsistent or incorrect data does not allow for accurate declslon~making by executive management. 

Recommendation Status Reported by Agency 

Develop adequate Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 6/30/98 
reconciliation and review 
procedures to ensure that Partially Implemented: Management concurs and current plans are to have 
consistent and accurate all reconciliations complete and provide accurate figures in the accounting 
information is presented In records and the financial reports. Procedures for review of the AFR of the 
the University's accounting institution will be completed by 6/30/98. 
records and financial 
reports. 

Mqnagement's Response from Qr/f;Jinql Report: 

Management has agreed to IdentIfy written off receivables, so that they can be eliminated from current 
management reports. Per management, bank reconciliations are now current with no "unreconciled 
differences. N Per management the errors that occurred in US AS regarding tuition were fn FY 96, and FY 97 
is correctly stated. Lapsed appropriations have been written off. Management is fn the process of 
creating a checklist for the FY 98 annual report to ensure that the other problems identified in our report do 
not reoccur. 

Finding 13: s as of 6/30/98: PARTIALLY IMPLEMENTED 

We noted transactions and conditions Involving the University and the Foundation which suggest lack of 
oversight by both the TSUS Board of Regents and the Lamar University Foundation Board of Directors. 

Recommendation Status Reported by Agency 

Both the TSUS Board of Status as of 6/30/98: IMPLEMENTED 
Regents and the Lamar 
Unlversi1y Foundation 
Board of Directors should 
review and evaluate their 
current oversight activities 
as they relate to the 
relationship between the 
University and the 
Foundation. The TSUS 
Board of Regents should 
ensure that University 
management adequately 
fulfills its fiduciary 
responsibilities with respect 
to the handling of gifts and 
other transactions. and 
that management 
complies with applicable 
TSUS rules and regulations. 
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Agency No. 734 

Lamar University otBeaumont 

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

We noted transactions and conditions involving the University and the Foundation which s~ggest lack of 
oversight by both the TSUS Boord of Regents and the Lamai University Foundation Boord of Directors, 

Recommendation Status Reported by Agency 

The Foundation Board Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
should take care to ensure 
that the Foundation is Management will work with the foundation to ensure that adequate 
adequately protected protection from liability exists in the transactions involving the two entities. 
from liability in transactions Management wlll seek legal counsel for transactions with the Foundation 
involving the Foundation where necessary. 
and the University. 

ManQfJement's Response (rom Original Report: 

Management states that they cannot respond to the first fwo recommendations, as they are directed at 
the Foundation, Its Board, and the TSUS Board of Regents. 

Recommendation Status Reported by Agency 

We encourage both TSUS Status as of 6/30/98: IMPLEMENTED 
and the Lamor University 
Foundation to review their 
relationship In order to 
ensure the elimination of a 
less than arm's length 
relotionshlp either in 
appearance o{ in fact. 

ManQ{Jement's Response from Original Report: 

Management does not believe that any circumstances currently exist which would result in less than an 
arm's length relationship with the Foundation. 
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Agency No. 734 

Lamar University at Beaumont 

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

We noted transactions and conditions involving the University and the Foundation which suggest lock of 
oversight by both the TSUS Board of Regents and the lamar University Foundation Board of Directors. 

Recommendation Status Reported by Agency 

We encourage TSUS, Lamar Status as of 6/30/98: NO ACTION TAKEN Target Date: 
University management. 
and the Lamar University Management concurs and will present the recommendations to the TSUS 
Foundation to ensure the administration and Boord of Regents, Management will assist in the 
negotiation of a new negotiations of a revised operating agreement that addresses the specific 
operating agreement items included in the recommendations. 
which (1) accurately 
reflects the working 
relationship between the 
University and the 
Foundation, (2) specifies 
the types of assistance 
each will provide the other 
and the terms and 
conditions under which 
such assistance will be 
provided, (3) provides for 
adequate oversight by 
each govemlng board, 
and (4) clearly defines the 
rights and obligations of 
each party. 

Management's Response from Qoo;nal Reoort: 

An updated agreement will be negotiated in calendar year 7998. 
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Agency No. 734 

Lamar University at Beaumont 

Finding 14: ~ OveraU Status as of 6/30/98: PARTIAllY IMPLEMENTED 

As a result of inconsistent reporting of "mlnl·session" courses, the University received funding for these 
courses from appropriated dollors during non.count years while collecting the full cost of the courses from 
tuition and fees charged through continuing education, 

Recommendation Status Reported by Agency 

Internal Audit should Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
perform adequate follow· 
up work in this orea to Management will request that Internal Audit include this area In its audit plan 
ensure that this issue has for FY99, 
been resolved. 

MQnagement's Resooose from OrIgInal Report: 

Management will request that Internal Audit include this area in Its audit plan for FY 99. 

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

The Universi1y voluntarily Identified and disclosed corrections (Instances of noncompliance and unreported 
Items) to the certified semester credit hour data reported to the Coordinating Board. 

Recommendation Status Reported by Agency 

The University should report Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
only those students who 
have paid or made Management agrees and will comply, The SCT/SIS Texas Connections 
arrangements to pay software provides on option to report based on data fields which indicate 
tuition as of the official the payments status of the student. This option will be used in the future. 
reporting date. Procedures will be written to ensure that manual adjustments during 

reporting are mode to this data field by cashiering when exceptions are 
encountered. The office of Institutional Research and Reporting is currently 
working closely with the TASP Office. A request will be made to add 
addiTIonal edits to warn of data entry errors on TASP exemptions and to 
remove the ability of Admissions status for summer temporaries. This will allow 
the automated notification to the student of documentation necessary and 
that it must be sent to the TASP Office. The TASP Office will secure the proper 
documentation and monitor compliance of all TASP issues . 
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The Unlversi1y should report Status as of 6/30/98: PARTIALLY IMPLEMENTED 
only those students 
meeting TASP See above statement. 
requirements. 

ManoQement's ResQonse from Od(}ina/ Rooort: 

Management agrees and wifl comply. 
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Agency No. 734 

lamar University at Beaumont 

Finding 16: II Overall Status as of 6/3D/98: PARTIALLY IMPLEMENTED 

The University's procedures for the payment of tuition and fees on installment do not require students to sign 
a form acknowledging that non-payment can lead to sanctions. 

Recommendation Status Reported by Agency 

Adopt procedures to Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98 
ensure that students 
enrolling under the Management will take the appropriate action to comply with current 
installment payment option statute. Written procedures for the implementation of this recommendation 
have signed on (to obtain signed Installment agreements) are to be delivered to the 
acknowledgment that Assistance Vice President of Finance by 6/20/98. Management will approve 
non-payment can lead to procedures and see that they are in place by 8/31/98 
sanctions. 

Manaaement's ResDQDSe from OriQinaJ Reoact: 

Management would suggest that It might be mare efficient to request that the Legislature pursue a 
change in the law to make these sanctions legal for 01/ students enral/ed in an installment plan, rather than 
requiring the administrative burden necessary for hundreds of thousands of students across the state to 
complete a new form each necessary. Management will pursue this issue through TASSCUBO in hopes that 
an acceptable solutIon can be reached. 

Finding 17: II Overoll Status os of 6/30/98: IMPLEMENTED 

A data error in electronic class records caused six Spring semester courses that were eligible for formula 
funding not to be reported to the Coordinating Board. 

Recommendation Status Reported by Agency 

Establish edit checks to Status as of 6/30/98: IMPLEMENTED 
produce exception reports 
when official census count 
program 1IIes are run, and 
require that all errors be 
cleared before reporting 
data to the Coordinating 
Board. 

Manqgement's ResQonse from Original Report: 

The University currently has an edit check system. This new error type has been added to this edit check 
system, so that it will not go undetected in the future. 
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Agency No.7 43 

The University of Texas at San Antonio 

An Audit Report on Management Controls at The Universlfy of Texas 
at San Antonio 
SAO Report No. 98-030, February 1998 

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

Controls are Inadequate to ensure that incidental fees are only collected and distributed for restricted uses. 

Recommendation 

Clarify appropriate 
expenditures to various 
departments. 

Status Reported by A~ency 

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

Prior to meeting with the student advisory committee in December 1998 to 
review all incidental fees, a budget justification and review of expenditures 
will be required by each department charging an incidental fee. 

Review expenditures at the Status as of 6/30/98: PARl'lALLY IMPLEMENTED 
department leve\. 

Target Date: 12/31/98 

Certify these expenditures 
as part of the voucher 
approval process. 

In March 1998, generallntemal Control Training was provided which 
explained the Importance to departments of making sure these funds were 
spent appropriately. 

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

Internal Audit will continue to include a review of incidental fees In their 
annual audit plan. 

Contact: Associate Vice President for Financial Affairs 

MqnC1Qement's Response (rom Orif;Jinq/ Reporl: 

• Asked UT System for approval to change the description of expenditure use of Ubrary Book Roes to 
include payments for furniture and fixtures to be used within the library as we feel these appropriations 
are appropriate. 

• Will Initiate formal budget reviews for incidental fees with the student advisory committee and all 
departments which have been authorized incidental fees. 

• Intemal audit wUl conduct annual audits on these fee accounts as requested by UT System 
Administration. 

• Orientation meeting will be held with departments authorized to collect Incidental fees to explain the 
importance of expenditure guidelines approved by System Administration. 

• Individuals approving disbursement vouchers and purchase requests within a department are certifying 
the appropriateness of the transaction. 
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Agency No. 743 

The University of Texas at San Antonio 

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

Management controls over Inventory valued at $55.7 million are Ineffective. and Inventory Information 
often cannot be relied upon. 

Recommendation 

Enforce current pOlicies 
and procedures regarding 
Inventory control. Including 
the timely submiSSion of 
paperwork for missing or 
stolen property, and the 
periodic review of property 
records to verify that they 
are current. 

Make department heads 
responsible for the 
accuracy of Inventory 
records. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

Implemented, additional staff have been hired to oversee the handling of 
capital Inventory and to perform spot checks 01 capital inventory. 

Status as of 6/30/98: IMPLEMENTED 

Property removed from Status as of 6/30/98: IMPLEMENTED 
campus Is only checked 
out for one year. Every 
year, an UPdated form 
should be submitted to the 
department and to the 
Inventory Division. 

Ensure that there is a Status as of 6/30/98: IMPLEMENTED 
sufficient number of staff 
members to meet all 
reporting requirements and 
to safeguard assets. Contact: Associate Vice President for Financial Affairs 

Manar;;ement's Response from Or~nal Report: 

Missing or stolen property reports will be completed and submitted promptly, 

Deletion requests will be processed timely on the State Property Accounting System. 

Annual Inventory analysis will be performed and will included requests to all departments to review 
inventory listings for Items that should be transferred to surplus, 

There will monthly Inventories of randomly selected departments, and verification of those departments' 
inventory records. 

Inventory forms for property removed from campus will be updated as a part of annual departmental 
inventories, 
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Agency No. 743 

The University of Texas at San Antonio 

Finding 3: ~ OVerall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Wri1ten pOlicies and procedures are not finalized. 

Recommendation Status Reported by Agency 

Produce a formalized Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: February 1999 
policies and procedures 
manual addressing intemal In progress, the area has recently been reorganized and a procedures 
and external management manual may now be completed. 
processes, the segregatian 
of duty assignments, ands 
other pertinent operational 
guidelines. Contact: Associate Vice President for Financial Affairs 

Man.aQement's Response from OrlQinal Report: 

staffing constraints will continue to impede the desired segregation of duties. A solution to the control issue 
will be to require that at anytime the Bursar is required to function as a cashier, the balance reports of the 
Bursar will be reviewed and signed off by the Business Manager. 

Finding 4: ~ Overall Statu, as of 6/30/98: PARTIALLY IMPLEMENTED 

Computer systems, poliCies and procedures, and the accounting system in place do not promote the 
effective management of AIR. 

Recommendation 

Determine efficiencies 
gained If the accounting 
and student Information 
systems are Interactive. 

Status Reported by Agency 

Status as of 6/30/98: FACTORS DELAY IMPLEMENTATION Target Date: 9/99 

Due to the status of UTSA's current student records system. interaction 
be1ween the accounting and student records systems is currently not 
possible. However. we expect a complete rewrite of the system by 
September, 1999. 

Consider further use of Status as of 6[30/98: FACTORS DELAY IMPLEMENTATION Target Date: 9/99 
automation to Identify 
student receivables for all 
three summer sessions and 
to produce standardized 
AIR formats to analyze 
delinquent accounts. 

Produce a formal policies 
and procedures manual 
that Includes AIR 
administration. 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: September 1999 

Formal policies and procedures to Include AIR administration are being 
drafted. 

Contact: Associate Vice President for Financial Affairs 
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Agency No. 743 

The University of Texas at San Antonio 

Finding 4: I Overall Status as of 6/30{98: PARTIALLY IMPLEMENTED 

Computer systems, policies and procedures, and the accounting system in place do not promote the 
effective management of AIR. 

Recommendation I status Reported by Agency 

Manaaement's Re$Qonse from Oriafnal Repod: 

• The current student records system does not allow for the separation of all three summer semesters or 
for the standardized formats for analyzing delinquent accounts. 

• Inefficiencies will be addressed with the Steering Committee for the Student Records System and 
prioritized. 

The Business Manager will assume the responsibility for completing the policies and procedures manual for 
the Fiscal Services Office. 

Finding 5: I Overall Status as of 6/30/98: PAJ!TIALLY IMPLEMENTED 

Inadequate information systems have led to Inefficient procedures and poor customer service 

Recommendation Status Reported by Agency 

Correct the automation Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: September 1999 
problem responsible for 
15% error rate in the The student records system is currently being rewritten. We expect to it be 
awards processed. completed by September, 1999 . 

• u ... uu ..... u .... u ......... U •••• n5U .... ~ ............ u ... n .. u. • ..... ~ .. nn ............... ' .. ~n ...... u •••• u ..... uuu ........... UH ............... " ................... u ••••• HH ........... n ..... ~Uu • ......... .. h •• ~ ••••• •••••••••••• Hn.' •••••• 

Use student survey card Status as of 6/30/98: IMPLEMENTED 
information to enhance 
customer service. Contact: Director of Student Rnancial Aid 

Management's Response from Original RepQ[j: 

The FInancial Aid Office has submItted an Inter-office report to the Office of InformatIon Technology 
outlining specific automation issues. 

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

Human Resource Management lacks updated controls. 

Recommendation Status Reported by Agency 

Revise and update the Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: January 1999 
entire HR handbook. 

.... un" ... u ........ u.· ........ HU ..... U .. n .••• U ................... B~y.!§!Q!.!.2f.!r..~ .. ~E..t!.9D.9.t?9.Q~.\~ .. \!: .. f?f.9..£~.~~: ................................................................................... 
Monn-or evaluations to Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: December 1999 
ensure that they are 
consistent and completed Systems for monitOring evaluations are being explored. 
in a timely manner. 
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Agency No. 743 
The University of Texas at San Antonio 

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

Human Resource Management lacks updated controls. 

Recommendation Status Reported by Agency 

Monitor employee Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: December 1999 
grievances to Identify 
trends and Issues that For those that are known, grievances are being monitored. Policy will be 
might affect the University. created to formally bring HR Into the grievance process; drafted policy will 

be Internally reviewed and sent to legal council by December 1999. 

Keep track of job Status as of 6/30/98: IMPLEMENTED 
descriptions tor all staff 
members, Including non- HR Is currently keeping track ot all Jab deSCriptions. 
classified positions. 

Contact: Executive Director of Human Resources 

Management's Response (rom Qrjgjno/ Reood: 

• 

• 
• 

• 

• 

The University has developed an ADA policy which has been submitted to the UT System for final 
approval and implementation. 

The current HR handbook will be revised. 

A proposal for a centralized mechanism to monitor evaluations will be presented. 

The UTSA Handbook of Operating Procedures will be amended for HR to monitor grievances using 0 

database and other appropriate tools. 

Job descriptions for all staff members, including non-classified pOSitions win be housed in HR. 
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Agency No. 745 

The University of Texas Health Science Center at San Antonio 

A Limffed Review Management Controls At The University of Texas Health 
Science Center At San Antonio 
SAO Report No. 97-090, August 1997 

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

Health Science Center Is not In technical compliance with an area health education center program 
requirement. 

Recommendation 

Come Into full compliance 
with requirements of Public 
Health Act & 
recommendations of 
Intemal auditor. 

Status Reported by Agency 

Status as of 6/30{98: IMPLEMENTED as of 2/13/98 

Verified by Intema! Audit 

The South Texas AHEC is in full compliance with requirements of the Public 
Health Service Act. Service/performance contracts have been established 
with each regional AHEC center. These regional centers operate with their 
own community~based business accounts. Under terms of the 
service/performance contracts, AHEC federal operating funds are 
transferred to the centers' business accounts which are then used to pay 
expenses related to the regional AHEC program. Approved regional awards 
for health professional training and education activities are also transferred 
to the centers' business accounts. These funds are then re-awarded to 
specific entities performing regional activities such as community-based 
institutions of higher education, not-far-profit entities, and/or UTHSCSA as 
appropriate. 

Implementation HistQIX 

Status as Of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 2/1/98 

Contractual agreements have been agreed to In prinCiple and will be 
finalized and signed by February 1 between the University and the regional 
AHEC centers. 

Contact: Robert B. Price, Executive Vice President 
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Agency No.7 45 

ThEFUniversifyof Texas HealthScience,Genterat SanSO~ntonio 

'fii'lding 1: 11 OverollStatus os of 6!30/98:PARTIALlY IMPtEMENTED 

, , Health Science Center is not in technical compliance with an area health education canter program 
. requirement. 

Rec:ommendcition 

Continue to work with area 
health education centers 
to develop other revenue 
sources. 

Status Reported by Agency 

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

The South Texas AHEC Program Ott1ce stoff has continued to work with and 
to provide technical assistance to its regional AHEC centers In order to assist 
them In acquiring other revenue sources. Currently. the South T~;-:as Program 
Office Is worklng closely with both the Alamo and Winter GardenAHECs to 
acquire state appropriations for the continuation of federally funded AHEC 
projects in the region. Th~ Alamo AHEC and the Coastal AHEC have 
submitted various applications for federal, state. and foundation funded 
activities in their region. some of which have already been successful. The 
Mid Rio Grande Border AHEC is pursuing local funds as well os state contracts 
for local services. The lower Rio Grande Valley AHEC has successfu!lv 
acquired state contracts through the Texas Department of Health and is 
seeking additional funds from other state and federal agencies. The South 
Texas AHEC Program Office will continue to provide tectmicalassistance to 
these regional AHEC offices. . . 

This recommendation will never be reported as implemented. It is cn 
ongOing effort In South Texas. Efforts are in place though. 

Implementation Hjstory 

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

Our AHEC program director and his staff continue to work with the regional 
AHEC centers on on on-going basis to Identify other revenue sources for 
support of AHEC programs. 

Contact: Robert B. Price, Executive Vice President 
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Agency No.7 45 

The University of Texas Health Science Center at San Antonio 

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

Health SCience Center Is not in technical compliance with an area health education center program 
requirement. 

Recommendation Status Reported by Agency 

Relationships among HSC, Status as of 6/30/98: PARTIAll V IMPLEMENTED Target Dafe: Continuous 
centers. and South Texas 
residents should be Not verified, deals with relationships, 
nurtured and fostered, 

The Director of the South Texas AHEC Program sits on each of the five 
regional AHEC Boards of Directors and attends these meetings whenever 
possible, A strengthened relationship between UTHSCSA, the South Texas 
AHEC Program. and community-based instltutlons of higher education 
and/or health service entities continues to improve, The UTHSCSA President 
and members of the UTHSCSA Executive Committee continue to devote 
regular attention to the South Texas region, An improved relationship 
between UTHSCSA and the Lower Rio Grande Valley AHEC Board of Directors 
has been established and a continued improvement Is occurring, 

Implementation History 

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

Our AHEC program director and his staff continue to devote regular 
attention to this area, as do the President of the Health Science center and 
members of the Health Science Center Executive Committee, A renewed 
and strengthened relationship between the campus and the lower Rio 
Grande Valley AHEC Board of Directors is working very well, 

Contact: Robert B. Price, Executive Vice President 

Management's Response from Or«:JIoql Report: 

Contracts to achieve tuff compliance are being developed, 

Procedures will be in place and followed for all federal funds by 70/1197, 

HSC staff will continue to work with centers to develop other revenue sources, 

HSC staff wifl continue to maintain and enhance relationships, 
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Agency No. 747 

The University of Texas. at Brownsville In Partnership with 
Texas Southmost College 

An Audit Report on the University of Texas at Brownsville in Partnership with Texas 
Southmost College 
SAO Report 1\10. 97-085. August 1997 

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

Combining executive management of the University and Texas Southmost col/ege raises concems about 
control environment. 

Recommendation Status Reported by Agency 

Texas Southmost College Status as of 6/30/98: IMPLEMENTED 
should employ Its own 
Independent Operating Completed. The contracts have been changed to include the Chief 
Officer. Or. if one individual Executive Officer's roles for both institutions. 
remains Operating Officer 
of both Institutions. (1) a ImgJ~mimtaH~m l:iisto[)l 
written policy change 
should be made to avoid Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: 6/98 
conflicts of Interest and (2) 
a new interagency A written policy designed to avoid conflicts of interest is in draft stage. 
contract defining duties 

(2) An Interagency contract exists that defines the duties of the President, that the University President 
will provide to the College • Exhibit C to Educational Partnership Cooperation Contract Regarding 

should be negotiated. Personnel. Employment, Duties. Selection and Evaluation of the Partnership 
President. " 

Contact: Dr. Wayne Moore. Vice President 

Management's Response from Orfr;lnal Report; 

The College Trustees and University Board believe the delegation is appropriate. 

Will review responsibilities added to University President by changes; accept addItional appropriate 
responsibilities by contract amendment; ones not appropriate will be identified and handled outside the 
operating partnership, by Col/ege Trustees and University of Texas board of Regents 

STATE AUDITOR'S OFFICE 
AUDIT RECOMMENDATIONS STATUS REPORT N3 OF JUNE 30, 1998 

PAGE 263 



Agency NO.7 41 

The University of Texas at Brownsville In Partnership with 
Texas Southmost College 

Finding 2: II Status as of 6/30198: IMPLEMENTED 

Human resource areas need improvement, including petformance appraisals, recruitment, and merit salary 
validation. 

Recommendation 

Comply with policy to 
retain employee 
evaluation In personnel 
files. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

Completed. This item has been implemented. 

Implementation History 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: Spring 1998 

Departments will be reminded during the 1998 evaluation period that 
evaluations must be sent to H.R. for inclusion in personnel files. 

Contact: Amanda Fuhro, Director of Human Resources 

Continue developing Status as of 6/30/98: IMPLEMENTED 
formal process where In 
Human Resources uses Completed. This Item has been implemented. 
evaluations to identify 
training and development Imglimentation History 
needs. 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: Spring 1998 

Preparation In process. Will begin with 1998 review period. 

Contact: Amanda Fuhro, Director of Human Resources 

Add Signature field to form. Status as of 6/30/98: IMPLEMENTED 

Have Human Resources 
review evaluations. 

Completed. This Item has been Implemented. 

Implementation History 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: Spring 1998 

SupeNisors and employees will be required to sign and date all evaluation 
i forms. 

i Contact: Amanda Fuhro, Director of Human Resources 

Status as of 6/30/98: IMPLEMENTED 

Completed. This item has been Implemented. 

lroplementgHon History 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Date: Spring 1998 

Will commence with next review period. 

Contact: Amanda Fuhro. Director of Human Resources 
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Agency No.7 47 

The University of Texas at Brownsville In Partnership with 
Texas Southmost College 

Finding 2: II Overall Status as of 6/30/98: IMPlEMENTED 

Human resource areas need improvement, Including performance appraisals, recruitment, and merit salary 
validation. 

Recommendation 1 Status Reported by Agency 

Management's [?esponse from Original Repod: 

Human resources will work with Vice Presidents to ensure that evaluations are retained. 

• 
• 
• 

Signatures will be added to form. 
Forms will be amended to encourage full documentation of hiring/Interviews. 
Human Resources will Include random reviews of evaluations and document training-Identification 
process. 

STATE AUDITOR'S OFFICE 
AUDIT RECOMMENDAll0NS STATUS REPORT AS OF JUNE 30. 1998 

PAGE 265 



Agency No. 755 

Stephen F. Austin State University 

An Audit Report on Management Controls at Stephen F. Austin State University 
SAO Report No. 97-082. August, 1997 

Finding l·A: \I Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Since ApriI19Q6, the University has not reconciled cash accounts to bank statements In a timely manner or 
performed supervisory review of reconciliations. 

Recommendation status Reported by Agency 

Develop detailed, written Status as of 6/30/98: IMPLEMENTED 
policies and procedures 
over bank reconciliations. Implementation History 

Status as of 12113/97: PARTIALLY IMPLEMENTED Target Date: April 1998 

Due to significant changes in personnel, the University plans to take the 
proposed policy to the Board of Regents April meeting. 

n .... n ....... u ....................... u ........ u ................... ...n'u .... un .... _.uuu ....... ~U •••• H .... U •• " .......... ~ ....... n.u ..... u ...... n .............. n .... H ............... H .... ~ ............ ~ ........ ••••••••••• n.Un ............. 

Provide for backup Status as of 6/30/98: IMPLEMENTED 
personnel to perform 
reconciliations. Implementation History 

Status as of 12131/97: PARTIALLY IMPLEMENTED Target Date: Aprill9Q8 

Management's Response trom OrIQinal Report: 

Recently revised reconcilement procedures will be established as written procedures by February 28, 1998. 
Such procedures will include a provision for backup personnel to perform reconcllfatfons. 
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Agency No. 755 

Stephen F. Austin State University 

Finding 1·0: II Overall Status as of 6/30/98: IMPLEMENTED 

The University's cosh management procedures are not adequately documented. 

Recommendation status Reported by Agency 

Management should Status as of 6/30/98: IMPLEMENTED 
develop documentation 
for significant activities and Implementation History 
processes. 

Status as of 12/31/97; PARTIALLY IMPLEMENTED Target Date: Aprll1998 

Planned/No action taken - The University will adequately document activities 
by Feb. 28, 1998. 

Contact: Dr. Roland Smith. Business Affairs 

.M!JD.Q.rJement's Response from Qrlglnal Re,Qort: 

The University will adequately document cash management activities and procedures by February 28, 
1998. 

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

When compared to other University police departments. staffing level and budget appear excessive. 

Recommendation Status Reported by Agency 

Complete an analysis to Status as of 6/30/98: IMPLEMENTED 
determine whether the size 
of the UPD is appropriate Report presented to Board of Regents in April 1998. The Report was 
given the size and nature considered when the Board approved the University Budget for fiscal year 
of UniVersity operations and 1999. 
adjust accordingly. 

Implementation History 

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

Planned - The University has contracted for an analysis to be conducted by 
an Independent contractor. The report is due to the Administration by 
January 31, 1998. A decision will be reached by the Board of Regents and 
reflected In the 1998-1999 Budget. 

Contact: Dr. Baker Pattillo, University Affairs 
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Agency No. 755 

Stephen F. AusUn State University 

Finding 3-A: ~ OVerall Status as of 6/30/98: IMPLEMENTED 

When compared to other University police departments. staffing level and budget appear excessive. 

Recommendation Status Reported by Agency 

Perform additional analysis Status as of 6/30/98: IMPLEMENTED 
of the costs and benefits 
associated with Informal lOORlimictati2D I:tIJ1!;UX 
assistance agreements with 
local low enforcement Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Dote: 1131/98 
agencies. 

The report above should include this orea in its analysis 

Contact: Dr. Baker Pattillo, University Affairs 

Mqnaaement's Response from Ori!.Jino/ Report: 

By January 15. 1998, the University will complete an analvsls to determine whether the size and scope of the 
UPD is appropriate. The analysis will examine informal ass/stance agreements with foca/law enforcement 
agencies. The deCision will be reached by the Board of Regents and ref/ected in the 1998-1999 Budget. 

Finding 4·A: ~ Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Current performance appraisal system does not provide formal. periodic appraisals of the University's 
nonclassified, nonacademic employees. 

Recommendation Status Reported by Agency 

Develop a formal Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/98 
performance appraisal 
system for all nonclassified, Will have this Information by September 1998, 
nonacademic employees 
at the University. ImRie mentation History 

Status as of 12/31/97: PARTIALLY IMPLEMENTED Target Dote: 9/98 

Include more Job-specific Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/98 
performance factors in the 
performance appraisal Will have this information by September 1998. 
form(s) to directly reflect 
the job responsibilities of Implemintation HjstQry 
the individual being 
appraised. Develop rating Status as of 12/31/97 : PARTIALLY IMPLEMENTED Target Date: 9/98 
criteria for each factor that 
are supported by examples 
of each rating. Develop 
and conduct periodic 
training for managers on 
the evaluation process of 
the performance appraisal 
system. Contact: Dr. Roland Smith, Business Affairs 
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Agency No. 755 

Stephen F. Austin State University 

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

Current performance appraisal system does not provide formal, periodic appraisals of the University's 
nonclassified. nonacademic employees. 

Recommendation I Status Reported by Agency 

Monqgemeat's Response trom Original Report: 

The University wfll develop a performance appraisal system applicable to all classified and non·classlfied 
(noa.academic) employees by 9/1198. It is anticipated that the system will include performance appraisal 
training and the requirement for written performance appraisals. 

STATE AUDITOR'S OFFICE 
AUDIT RECOMMENDATIONS STATUS REPORT AS OF JUNE 30. 1998 

PAGE 269 



Agency No", 755 

Stephen F. Austin State University 

·Findlng 4-8: ~ OVerall Status as af 6/30/98: NO ACTION TAKEN 

Training and development is not monitored and coordinated by the University's Personnel Services Office, 
potentially leading to duplication and inefficiency. 

Recommendation Status Reported by Agency 

Develop and document a Status as of 6/30/98: NO ACTION TAKEN 
training and development 
plan and link it to the Will have this information by September 1998. 
University's mission. 

Establish a means of 
Identifying and placing 
priorities on training and 
development needs. 

Establish a method for 
evaluating the 
effectiveness of training 
and development 
programs. 

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

WlU have this Information by September 1998. 

Status as of 6/30/98: NO ACnON TAKEN 

Will have this information by September 1998. 

Target Date: 9/98 

Target Date: 9/98 

Target Date: 9/98 

Develop a system to Status as of 6/30/98: NO ACTION TAKEN Target Dote: 9/98 
monitor and evaluate 
training provided to Will have this information by September 1998 . 
. !.lJgJy'!9!:!9.!.~.r:!1!?!!?Y..~.~~.~............... . ................................................. .-............................................................................................................................. . 
Establish a system for Status as of 6/30/98: NO ACTION TAKEN Target Date: 9/98 
training class evaluations 
by those attending them. Will have this information by September 1998. 

Contact: Dr. Roland Smith. Business Affairs 

Management's Rewoose from QriQUlQI Rooort: 

The performance appraisal system will include documentation of training activities and the personnel 
office will key training data Into the human resource system. 
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Agency No. 755 

stephen F. Austin State University 

Finding 4·C; I OVerall Status as of 6/30/98; NO ACTION TAKEN 

Not all job desCriptions exist for nonclassified employees. 

Recommendation Status Reported by Agency 

Develop a job deSCription Status as of 6/30/98; NO ACTION TAKEN Target Date: 9/98 
for all staff. including 
nonclassified, Will have this informaiion by September 1998. 
administrative, and 
executive positions, after 
performing appropriate job 
analysis. Contact: Dr. Roland Smith, Business Affairs 

ManOQement's ReSDoose from Originql ReaarJ:: 

The University will examine its options and develop a cost-effective approach to the development ofjob 
descriptions for non-cJassiffed employees. Funding will be provided as part of FY98 budget. 

The performance appraisal system will include documentation of training activities and the personnel 
office will key trainIng data Into the human resource system. 

Finding 4·0: II Overall Status as of 6/30/98: NO ACTION TAKEN 

Management does not perform periodiC analyses related to recruitment and selection. employee turnover 
and retention, and the performance appraisal system. 

Recommendation Status Reported by Agencv 

Establish review processes Status as of 6/30/98; NO ACTION TAKEN 
to monitor and evaluate 
the effectiveness of the Will have this information by September 1998. 
recruitment and selection 
function, employees 
tumover and retention, 
and the performance 
appraisal system. Contact: Dr. Roland Smith, Business Affairs 

Management's ReSQODSe from Or~nQI Reaort: 

By 9/1/98, the University will initiate development of a system to monitor and evaluate: 

1) 
2) 
3) 

the effectiveness of the employee recruitment and selection function 
the employee turnover and retention 
the performance appraisal system 
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Agency No. 756 

Sui Ross University 

An Audit Report on Management Controls at Sui Ross Stote University 
SAO Report No, 98-031. February 1998 

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

Crltical student financial assistance problems continue. 

Recommendation Status Reported by Agency 

Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 6/30/98 Develop. implement, 
prloritize, and monitor a 
detailed plan of action for 
the Financial Assistance 
problems. 

Procedures have been implemented and are being utilized to properly 
administer short term loons. both as to the granting and the follow-up 
collection process. File maintenance, including the necessary 
documentation has improved, but additional efforts are being expended to 
ensure total compliance with all Federal requirements. The University is in the 
process revising their policy and procedures manual. 
Perkins Loan Program target date remains 12116/98. 

For Category 1 audits the Status as of 6/30/98: IMPLEMENTED 
Board of Regents should: 

1. Require audits to be 
routed to all members 
of the Board of 
Regents 

2. Require Internal Audit's 
summary of audits to 
emphasize the severity 
of the findings and the 
status of corrective 
actions 

Maoagement's ReSJJoose from Oriainal Report: 

The University has developed and Is impfementfng a detal/ed formal plan of corrective action for the 
remaining financial assistance problems. Expected completion dates for these areas are: 

Problem Area Expected Completion Date 

Short term loan collections March 27, 1988 

File maintenance April I, 1998 

Policies and Procedures Manual Aprll6, 1996 

Perkins Loan Program December 76, 1998 
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Finding 2: 

Agency No. 756 

Sui Ross University 

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

University policies and procedures are not revised regularly. 

Recommendation Status Reported by Agency 

Develop a prioritized Status as of 6/30/98: IMPLEMEN'rED 
review schedule for 
University-wide policies ond 
procedures so that critical 
policies and procedures 
are reviewed annually. 

.. n' .... " ..... ~ .. "'., ................ U ......... I ... U •• _ .... un ......... .uu ............ u ..... uu ....... u ..... n ....................................... f .... u ......... u .......... ~ ...... " ...... u~ ......... ~ .... u ............... ~ .................. h .. U ................. 

Develop written policies Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 11/30/98 
and procedures for 

Policies and procedures for each department are in the process of being 
important administrative 
functions. developed. 

Manaaement's Response from OriQlna/ Reoort: 

The University is updating its Administrative Po/icy Manual; the target date for the completion will be 
November 1998. 

Finding 3: II OVerall Status as of 6/30/98: IMPLEMENTED 

Human resource areas need improvement. 

Recommendation Status Reported by Agency 

Establish and implement a Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 8/31/98 
policy requiring written 
performance appraisal for A review of performance appraisal systems from other institutions was 
all employees. completed in May 1998. A new position responsible for performance 

appraisals and staff development was created and approved in May 1998 . 
..... ., ... nuU ........... " .......... ,. ... u ....... u .... ~ ....... u •• ~ •••••• u ....... u •• "* •••• ~ ••• u ••••• w_ •••••••• ~ ........ u ............................... *u •• u .... n ........... ~ .. u ............. n".H .................. u~~ •• t ........ ~ ... u.u.u •••••• 

Establish a system to Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 5/31/99 
identify and prioritize 
training development. A new position responsible for stoff development was adverfised in May 

1998. Established relevant training continues . 
.................. "u .............. H ....... u ......... uu •• "' ... h._ ...... _ .................... u.u .................. u ..... n ............ w.~uu ....... n ..... ~' .. ".~.u ... U.u .... H.n ......... U •• ~.H .......... H.H .... u ....... u ............ UU.H ........... 

Develop and review Job Status as of 6/30/98: IMPLEMENTED 
descriptions for all staff . 

••• ~ ................ ~u ... "'.u .............. u ..... u~ .... u ............ .......... u .............. , ......... n .............. _ ..... uu ••• u •••• uU.H ••••• U ......... h ••• ~ ....... u ................. H .................................... '* •• u~ ••• , ................ 

Require departments to Status as of 6/30/98: IMPLEMENTED 
verify applicant 
information. 
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Agency No. 756 

Sui Ross University 

Finding 3: ~ Overall status as of 6/30/98: IMPLEMENTED 

Human resource areas need improvement. 

Recommendation I Status Reported by Agency 

Management's Response from Original Reood: 

• 
• 
• 

• 

The University will implement a performance appraisal system, forget completion dote August 1999. 
The University will establish a training program. The target date for Implementation will be May 1999. 
The university will continue to develop and review job deSCriptions. The target goal for completion of 
this process will be December of 1998, 
The University will improve verification of candidate's qualifications and Insure documentation of the 
process by the hiring department. 
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Agency No. 771 

Schoof for the Blind and Visually Impaired 

7997 Small Agency Management Control Audit 
SAO Report No. 97-086, August 1997 

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

As of April 1997, 389 inventory Items valued at $576.370 could not be located or accounted for. 

Recommendation 

Certify physlcallnvenfory 
only if confident of 
accuracy. 

Status Reported by Agency 

status as of 6/30/98: IMPLEMENTED 

We are in the process of conducting our FV 1998 physical inventory. Our 
subsequent certification of the inventory will only reflect items which we have 
verified to be in our possession 

Implemeotgtjoo HlstolX 

Status as of 12/31/97: NO ACTION PLANNED Target Date: 

Our certification of the fiscal 1997 physical inventory accurately reflected 
Inventory items that we had verified to be in our possession. 

Perform monthly fixed asset Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
reconciliations. 

Assign fixed assets to 
specific user and obtain 
signed receipts form. 

We are currently developing a process to reconcile monthly additions 
recorded in the State Property Accounting System (SPA) to fixed assets 
purchase transactions recorded in the Uniform Statewide Accounting System 
(USAS). 

Irnplemeotgtloo HIstQIX 

Status as of 12/31/97: PARTIALLY IMPLEMENTED 

The school uses the Uniform Statewide Accounting System (USAS) as its 
internal accounting system. Since converting to USAS, we have only made 
adjustments to the USAS fixed assets balances (Appropriation Fund 1998) at 
year end, even though we record additions and deletions to the State 
Property Accounting System (SPA) throughout the year. In order to 
Implement the recommendation, we will begin recording the adjustments In 
USAS each month, We plan to begin this in February of the current year. 

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

Assignments of specific responsibility are being made In conjunction with the 
FY 1998 physical inventory. 

Implementation History 

Status as of 12131/97: PARTIALLY IMPLEMENTED Target Date: 

The process of assigning responsibility to specffic users continues at this time 
and will be an ongoing process as the school continues to acquire new 
property and dispose of obsolete or unneeded Items. 

Contact: Malcolm Cleveland. Accounting Director 
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Agency No. 771 

School for the Blind and Visually Impaired 

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

As of April 1997, 389 inventory items valued at $576,370 could not be located or accounted for. 

Recommendation I status Reported by Agency 

Maaaaemeaf's ResPQOse from DrlQjna{ ReDOrt: 

• Performed on extensive search. locating all but 23 items. 
• Developed and implemented a new property accounting procedure. 
• In process of implementing procedures to assign assets to users. 

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

Controls over cash do not provide reasonable assurance that school receipts are protected 
from loss. misuse, or abuse. 

Recommendation 

The School should consider 
the cost/benefit of having 
two people to run and staff 
the snack bar and two to 
open the moll and prepare 
the deposit slip. 

Purchase a cash register 
for the snack bar . 
operation and 
implement the controls 
reasonably necessary to 
ensure that all cash 
received by the snack 
bar is accounted for. 

Status Reported by Agency 

Status as of 6/30/98: IMPLEMENTED 

We have determined that the Increased personnel cost of havIng two 
people stoff the snack bar would outweigh any benefit derived. 

As previously stated we have already implemented the recommendation to 
have two people open the mail and prepare the deposit slips. 

Status as of 6/30/98: IMPLEMENTED 

We have purchased and installed a cash register In the snack bar. It was 
placed in service at the beginning of this calendar year. 

Contact: Malcolm Cleveland, Accounting Director 

MOOg[Jemeot's Response from Original Report: 

• The school will consider the cost/benefit of having two employees to operate the snack bar. However 
we are unsure of what degree of Increased control the presence of another person would provide. 
Employing an additional person in the snack bar would have a significant impact on its operating 
costs. Given the level of sales that the snack bar generates. it may not be economically reasonable to 
add a staff position there. 

• The School has initiated the purchase of a cash register for the snack bar operation and will Implement 
the necessary controls to ensure the accounting for all cosh received. We would like to evaluate the 
use of the cash register before any decision is mode tu add on employee to the snack bar. We would 
also like to note that we know of no irregularities that have occurred in the snack bar. and that no 
irregularities were brought to our attention as a result of the auditor's examination. 

• We have already implemented the recommendation that two staff open the mail. 
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Agency No. 771 

School for the Blind and Visually Impaired 

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

Controls over accounting data security provide no assurance that the information contained in 
USAS and later used in financial reports is accurate. 

Recommendation 

The school should review Its 
security profiles and 
establish stricter access 
controls to the Uniform 
Statewide Accounting 
System. In particular, we 
recommend that no 
employees have the ablllty 
to both release botches 
and enter data into USAS. 

Status Reported by Agency 

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

The first port Of the recommendation has been implemented. We 
periodically review our security profiles to ensure they are consistent with our 
user needs. 

However. no action has yet been taken on the second half of the 
recommendation. We still have two employees who have the ability to both 
enter data and release botches in USAS. We have retained that dual ability 
for those two employees thus for because of the small size of our Accounting 
Deportment. However, we have instituted an internal policy that neither of 
these two employees may release any botches In which they have also 
entered the data. In the event that one of these two Individuals hod to both 
enter the data and release the botch, our internal policy also requires that 
the batch be reported to and reviewed by the School's Business Manager. 

Contact: Malcolm Cleveland, Accounting Director 

Management's Response from OdginQ/ Repod: 

We are reviewing the our USAS security profiles to ensure that they are consistent with our user 
needs for access and security level needs and will modify them as appropriate. 

Currently only two employees have the ability to both enter data and release batches into 
USA$. They are the Accounting Director and the Accounting Supervisor. It seems to us that the 
authOrity to release batches Into USAS, which /s equIvalent to the authority to sign checks, should 
be reserved to these pOSitions and not delegated to other staff In the department. The only 
practical way for us to implement the auditor's recommendatIon that no employees have the 
ability to both enter data and release batches would be to restrict these two employees from 
data entry. Neither of these two posttions routinely enter data, but there has been occasions In 
the past when both have done so. We will evaluate the possible impact on our day-fa-day 
operations if we were to not allow these two positions the ability to enter data. We will also 
explore procedural controls that might alleviate the auditor's concern. 
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Agency No. 772 

School for the Deaf 

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

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

Improve procedures over fair lobor standards act (FLSA) admlnlstrotlon. 

Recommendation Status Reported by Agency 

Periodically review the Status as of 6/30/98: NO ACnON TAKEN Target Date: FY 1999 
duties and responsibilities of 
aU classified positions to The School's FLSA Action Plan will be Implemented next year. 
determine the appropriate 
FLSA exempt or nonexempt 
status. 

Maintain documentation Status as of 6/30/98: NO ACTION TAKEN Target Date: FV 1999 
to support FLSA 
determinations. 

The School's FLSA Action Plan will be implemented next year, 

Management's Resooose from OrIQlna/ Report: 

The School has begun a project to develop functional job descrIptions for all positions. As each 'family" of 
jobs is brought forward for study and functional job descriptions developed, FL$A status and determinations 
will be concurrently reviewed. This project Is scheduled to be completed during FY 7999. Thereafter, FLSA 
status will be reviewed periodically. 

As FLSA determinations are reviewed, they will be recorded on the functional job description and 
documentation will be maintained in the Human Resources office, 

Finding 1-8: II Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Improve the performance appraisal process. 

Recommendation Status Reported by Agency 

Follow the policy requiring Stotus as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
annual performance 
appraisals. Tracking and follow-system developed. 

............... u ..•... ~ ... ~~ .. ····_n ..... · .•• ··.· ... n ....... ~ .. " ..... n~ ................................ nU ...... nuu ....... _ ...... uu ... u ....... _ .. U ... H .... U ••• u .. ~ .. ,. ................... u ..... " •• _n .... uu ........ u ........ uuu •• u .............. ~ •• ,., •• 

Revise procedures to use Status as of 6/30/98: NO ACTION TAKEN Target Date: 8/99 
evaluation criteria speCific 
to the job position being 
evaluated. HR Director resigned, project stili targeted for August 31, 1999, 

••• Un ....... ~n ......... n .. ·un .... ,.. ........ u ......... u ..... u._ u_ ........ u .. u •••••• n ........... U .... n ••• u~ ........... n ... ''' ••••• n •••••• H .. U .... ~ ...... n .... u ..... u_ .... u ..... u.UHH .... UU ..... H •• <;.H .....•.. u •.•• uu ................... 

Provide guidelines and Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
specific examples to 
evaluotors to ensure 
consistency in employee 
appraisals. HR staff collecting sample evaluations from other schools for the deaf. 
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Agency No. 772 

School1or the Deaf 

Finding 1-B: L Overall Status as of 6/30198: PARTIALLY IMPLEMENTED 

Improve the performance appraisal process. 

Recommendation I Status Reported by Agency 

Manaoement's ResDoDSe from Origlnal Rwort: 

The School will review, and revise where necessary, the procedures currently In place to ensure that the 
School's policy requiring annual performance evaluations is implemented, This will be completed during FY 
1998. 

As recommended in Section l-C, the School has begun a projset to develop functional Job descriptions for 
all positions. As each "famIly' of jobs Is brought forward for study and functional job descriptions 
developed, evaluation criteria specific to the position wI/I become the baSis of a revised evaluation 
document. This task wiil be completed In conjunction with the project to develop functional job 
descriptions, which should be completed during FY 1999. 

The School will develop guidelines and train evaluators on the use of the specific job criteria In the 
performance evaluatIon process. 

Finding I-e: ~verall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Create and maintain functional job descriptions for all positions. 

Recommendation Status Reported by Agency 

We recommend the School Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
prepare and maintain 
functional job descriptions The 'family' of residential job postings have been revised to Include 
for all positions. 'functional' job descriptions. 

Management's Response from GOOlnal Reo..Q!1: 

The School has begun a project to develop functional lob descriptions for off positions. 

Finding 1-D: ~ Overall Status as of 6/30/98: PARTIALl V IMPLEMENtED 

Develop a training budget training goals, and a system to identity training needs. 

Recommendation Status Reported by Agency 

Develop an overall training Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
plan, which establishes 
both short- and long-term The School's New Employee Orientation plan has been reviewed and revised plans with clearly stated 

to support the School's mission and goals. objectives and a direct 
relationship to the School's 
mission and goals. 

.... d ••••••• u •• u ............................. ~ ... 80 ••• ".H,.. .. ~ ••• n ..... • ........ u .............. H~ .................. "H •••• H ............................. uu ............... u ....................... Ou .................. Hu ....... u ••••••• Hu .................. 
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Agency No. 772 

School for the Deaf 

Finding 1-0: ~ Overall Status as of 6/30/98: PARTIALLY IMPLEMENTED 

Develop a training budget. training goals, and a system to identify training needs. 

Recommendation Status Reported by Agency 

Develop training and Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
development budget 
desIgnating the amount of Staff trainingdays have been Identified on the Board approved calendar. time and funds to be spent 
on trainIng. Staff training budget will be developed as part of the operating budget. 

Develop a means of Status as of 6/30/98: NO ACTION TAKEN Target Date: 
Identifying and prioritizing 
training and development 
needs. 

Manaaement's ReSDoose from QrirJino/ Reood: 

The School has an overall training plan for its contract personnel that is built into the state teacher 
assessment program. 

• The School agrees that a short and long-term plan with clearly stated objectives and a direct 
relationship to the School's mission and goals needs to be developed for classified employees. 

• The School will develop a training budget to Identify time and funds to support the staff development 
needs of all staff for FY 1999. 

• The School will develop a formal needs assessment to identify and prioritize the training and staff 
development needs of nondirect stUdent service classified staff. 

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

Improve separation of duties and supervision over cosh transactions. 

Recommendation Status Reported by Agency 

Ensure that duties involved Status as of 6/30/98: IMPLEMENTED 
in cash transactions are 
separated and supervised. 

Replace key positions in a Status as of 6/30/98: IMPLEMENTED 
timely manner. 

Manqgement's Response from Ori{;Jinql Report: 

Procedures have been revised to correct the situation where separation of duties and supervisory controls 
were Inadequate. 

The School will increase its efforts to post key positions In a timely manner. We do antiCipate, however, that 
in certain circumstances our unique needs for specialized personnel may cause extended time/ines. 
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Agency No. 772 

School for the Deaf 

finding 2·B: ~ Overall Status os of 6/30/98: PARTIAllY IMPLEMENTED 

Improve controls over fixed assets. 

Recommendation Status Reported by Agency 

Require inventories be Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 
conducted In a timely 
manner by teams of at Next inventory is scheduled for August 98. 
least two independent 
individuals. 

Perform monthly fixed asset Status as of 6/30/98: IMPLEMENTED 
reconciliations as 
recommended In the SPA 

Reconciliations ore current. 
system guidelines. 

Management's Response from arla/naf Report: 

The School will revise procedures to require that teams of two conduct inventories and will strive to ensure 
that aI/Inventories are completed In a timely fashloO, 

All fixed asset reconciliations have now been completed and will be performed monthly in the future. 

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

Prepare a formal disaster recover plan. 

Recommendation Status Reported by Agency 

We recommend the School Status as of 6/30/98: IMPLEMENTED 
develop and Implement a 
formal disaster recovery Plan was submitted to DIR on April 30, 1998. 
plan that complies with DIR 
guidelines. 

Manaaemenrs Response from Original Repod: 

The School has Included a disaster recovery project In Its FY 1998-99 Biennial Operating Plan for Technology. 
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Agency No. 813 

Commission on the Arts 

1998 Small Agency Management Control Audit, Texas Commission on the Arts 
SAO Report No. 98-035, April 1998 

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

The Commission has not developed a risk assessment process to select programs for on-site monitoring. 

Recommendation Status Reported by Agency 

Develop and implement Status as of 6/30/98: IMPLEMENTED as of 2/23/98 
an on-site grant-monitoring 
program to ensure that The Commission implemented the program on February 23, 1998. As of June 
grant funds are properly 29, l'i9S, the Commission will have made 22 visits, representing 36 grants and 
expended and accounted $303.876. The Commission has also incorporated the on-site monitoring 
for in accordance with program as part of its performance measures. 
grant requirements. 

Manaaement's Resoonse from Qrlainal Reoort: 

The Commission has implemented an on-site monitoring program as of February 23, 1998. The on-site 
monitoring program is part of the Commission's strategic performance measures that will include 
approximately 20 visits per year using the formal risk management procedures that will be in place. 

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

The Commission has not implemented a formal risk assessment process for on-site monitoring. 

Recommendation Status Reported by Agency 

Formolize a risk assessment Status as of 6/30/98: PARTIALLY IMPLEMENTED Target Date: 9/1/98 
process for frequency of 
monitorlng and the scope White risk management procedures were in place and followed, the 
of work performed during Commission met with State Auditor personnel to develop a more formalized 
visits. risk assessment process on June 10,1998. An outline was prepared and the 

procedures are being worked On. 

Management· s Response from Ori(Jinai Report: 

The Commission has requested the assistance of the State Auditor's Office in developing a risk assessment 
tool for the on-site monitoring of grant recipients. 
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Agency No. 813 

Commission on the Arts 

Finding 3: ~ Overall status as of 6/30/98: IMPLEMENTED 

At the time of our review, the Commission had not yet fully developed a written policy which disallows 
employees from submitting travel vouchers for engagements unrelated to their employment. 

Recommendation Status Reported by Agency 

Establish a written policy Status as of 6/30/98: IMPLEMENTED 
which disallows employees 
from submitting travel The Commission, with the assistance of the State Auditor's staff, changed the 
vouchers for engagements language to more clearly address this issue In the Commission's personnel 
unrelated to their manual. 
employment even for 
cases in which the 
employee later reimburses 
theSfate. 

Management's Resoonse from Ortglnal Report: 

WhIle po/lcies are in place the Commission agrees the language in the agency's personnel manual needs 
improvement. 

Finding 4: II Overall Status as of 6/30/98: IMPLEMENTED 

The Commission still does not follow its own or the State's purchasing requirements (General Services 
Commission's Procurement Manual and Government Code Section 2156.121). 

Recommendation Status Reported by Agency 

Comply with Internal Status as of 6/30/98: IMPLEMENTED 
policies and procedures in 
obtaining competitive bids. Purchasing functions have been centralized and forms have been 

computerized. Backup documentation concerning bids is now placed with 
the payment vouchers. 

Contact: Frank Snell 

MQ[JJ::UJf.tID.fZ.nt's fl~~fZ. t{aID. Qci!;J.inal fl~; 

The CommIssion has enhanced controls to ensure that intemal procedures are being followed. The 
Commission has centralized its purchasing functions. Purchase vouchers have also been automated to 
where af/ the necessary information (fund, legal cite) will be Identified. 
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Every six months, the State Auditor's Office (Office) requests that agencies submit 
updated information on the implementation status of significant 
recommendations. The Office compiles the information into this report. 
 
This report was originally available on the Internet.  Bound copies (available by 
request only) were not distributed.  Notice of this report's Internet availability was 
distributed to the following: 
 

Legislative Audit Committee 
 
The Honorable James E. “Pete” Laney, Speaker of the House, Chair 
The Honorable Bob Bullock, Lieutenant Governor, Vice Chair 
The Honorable Bill Ratliff, Chair, Senate Finance Committee 
The Honorable Kenneth Armbrister, Chair, Senate State Affairs Committee 
The Honorable Robert Junell, Chair, House Appropriations Committee 
The Honorable Tom Craddick, Chair, House Ways and Means Committee 
 
 

Governor of Texas 
 
The Honorable George W. Bush 
 
 

Legislative Budget Board 
 
 

Sunset Advisory Commission 
 
 

All Executive Directors, Presidents, and 
Internal Auditors of the Agencies and 
Universities Included in this Report 

 



 

This document is not copyrighted.  Readers may make additional copies of this report 
as needed.  In addition, most SAO reports may be downloaded from our Internet site: 
http://www.sao.state.tx.us 
 
In compliance with the Americans with Disabilities Act, this document may also be 
requested in alternate formats.  To do so, contact Production Services at (512) 479-4740 
(Voice), (512) 479-4884 (FAX), 1-800-RELAY-TX (TDD), or visit Two Commodore Plaza, 206 
E. Ninth Street, Room 19.100, Austin, Texas 78701. 
 
The State Auditor's Office is an equal opportunity employer and does not discriminate 
on the basis of race, color, religion, sex, national origin, age, or disability in employment 
or in the provision of services, programs, or activities. 

 




