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I.	 Compliance with Texas Government Code, Section
 
2102.015
 

Internal Audit will post on the Texas Education Agency’s Internet Website 

(www.tea.texas.gov) an approved fiscal year 2017 audit plan, and the 2016
 
internal audit annual audit report as required by Texas Government Code, Section
 
2102.015. The two reports will be posted within 30 days of approval of the 2017
 
audit plan by the Commissioner of Education.
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II. Internal Audit Plan for Fiscal Year 2016 

The following audit plan was approved with amendments for FY 2016: 

Report 
Number 

Budget 
Hours 

Audit Title Repo r t  
Date 

15-01 (1) May 2016 Protecting Confidentiality of Educator Data 600 
16-03 (2) Alternative Educator Preparation Program 500 
16-02 May 2016 Charter School Revocations & Closure 500 
16-04 (4) 300Audit of Contract Payments – ensure Delivery of Goods and 

Services Prior to Payment 
16-05 (2) In Progress Audit of Implementation of Sunset Recommendations 350 
16-01 (5) Student Success Initiative Grant 500 
16-06 (6) Graduation Rate and Leaver Codes 400 
16-07 (6) Special Education Student Classifications 350 
16-08 (3) Nov. 2016 Reporting Educator Disciplinary Data 350 

1) In progress last quarter FY 2015 and carried forward to the 2016 audit plan. 
2) Audits to be carried over to 2017 schedule. 
3) Audits added to the FY 2016 schedule in January 2016 by new Commissioner Mike Morath. 
4) Audit suspended – FY 2016 SAO audits of agency contracts covered contract payments. 
5) Audit suspended – Funding reduced by 10% and possible phase out next biennium. 
6) Audits suspended – Commissioner substituted with higher priority audits for FY 2017 
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III. List of Consulting Engagements and Non-Audit 
Services 

Internal Audit did not perform any formal consulting engagements in FY 2016. 
Non-audit services conducted in FY 2016 consisted of performing two investigations 
on SAO hotline complaints referred to the agency and conducting a survey on 
contracts at the request of the Commissioner’s Office. 
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IV.External Quality Assurance Review 
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V. Internal Audit Plan for Fiscal Year 2017 

The following 2017 Audit Plan was approved by the Commissioner on December 9, 
2016. 

Audit Title Budget Hours 
Follow-up on Sunset Recommendations (Carryover from 2016) 350 
Educator Preparation Program (Carryover from 2016) 450 
Early Learning Grant Program and Initiatives 500 
Financial (FIRST) Ratings of Schools 400 
Agency Mailroom Procedures-Cash Receipts 300 
Federal Administrative Funding Review 400 
Federal Fiscal Monitoring Compliance 400 

NOTE: None of the above audits address expenditure transfers, capital budget controls, or 
limitations in the General Appropriation Act. 

Risk Assessment Methodology 
The FY 2017 Audit Plan was developed through management interviews, review of outside 
audit reports, and auditor judgment in ranking of risk indicators as follows: 

•	 Interviews with Deputy and Associate Commissioners to obtain an overview of 
any administrative or program changes this past year, and to discuss agency 
controls/vulnerabilities and audit suggestions. 

•	 Review of state and federal external audit reports to identify audit findings and 
areas that need improvement in programs and agency processes. 

•	 Development of risk indicators and ranking by internal audit staff. 
•	 Review of applicable technology risks related to Title I, TAC, Chapter 202 and 

implementation of recommendations from the Information Security Assessment 
report performed last year. 

Summary of risk raised by the FY 2017 audit plan: 

•	 New executive leadership, strategic reorganization of agency functions,
 
and significant loss of institutional knowledge through retirement and
 
resignations.
 

•	 Agency staffing levels reduced since 2011. Agency staffing is substantially
 
lower compared to other large state agencies with significant
 
responsibilities to disperse more than $54.5 billion in education funding
 
each biennium.
 

•	 A 4% biennial based reduction appropriations request (10% base reduction plan 
also required) for fiscal years 2018 and 2019. The reduction could further impact 
agency administrative expenses and staffing levels, and either reduce or 
eliminate funding for some programs, which will have a negative effect on the 
population of students benefiting from the services provided. 

•	 Sufficient IT funding to secure and protect student and educator information 
maintained in agency information systems and to retire legacy applications or 
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integrate with the agency’s new systems. 

•	 Restructuring of agency contracts management and school governance and 
intervention procedures as a result of new requirements in state legislation.  Both of 
these areas have experienced significant turnover within the last year. 

Management has taken steps to ensure that all major functions, activities, and 
requirements are covered during the reorganization. Also, the agency has taken 
steps to hire additional personnel and fill vacant positions to ensure key operations 
are properly staffed. 
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VI. External Audit Services Procured in Fiscal Year 2016 

No external audit services were procured by the agency during FY 2016. 
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VII. Reporting Suspected Fraud and Abuse 

In meeting the applicable statutes in fraud prevention and reporting suspected 
fraud and abuse, the TEA has implemented the following operating policies: 

•	 OP 02-03 Agency Fraud Prevention 
This policy provides guidance in the prevention and detection of fraud, 
waste and misuse of agency assets and to provide avenues for 
employees in reporting suspected violations to the Internal Auditor and to 
the State Auditor’s Office in accordance with Texas Government Code, 
Section 321.022. 

•	 OP 02-04 Reporting Fraud 
This policy provides guidance and procedures to agency employees for 
reporting any actions that they suspect are fraudulent. TEA’s Intranet and 
Internet contain web pages with information and links for reporting 
suspected fraud, waste, and abuse to the Agency’s Special 
Investigations Office and/or the State Auditor’s Office. The Special 
Investigations Office is staffed to follow up on complaints from the public 
and State Auditor’s Office. OP 02-04 also provides guidance for the 
reporting to the SAO, in accordance with Texas Government Code, 
Chapter 321, if the Agency has reasonable cause to believe that money 
received from the state may have been lost or misused or if fraudulent or 
unlawful activity has occurred. 

Texas Education Agency October 31, 2016 
Annual Internal Audit Report FY 2016 

Page 12 


	Annual Internal Audit Report FY 2016 Table of Contents
	I. Compliance with Texas Government Code, Section 2102.015
	II. Internal Audit Plan for Fiscal Year 2016
	III. List of Consulting Engagements and Non-Audit Services
	IV. External Quality Assurance Review
	V. Internal Audit Plan for Fiscal Year 2017
	VI. External Audit Services Procured in Fiscal Year 2016
	VII. Reporting Suspected Fraud and Abuse

	Texas Education Agency: 
	Report Number: 
	Report Date: 
	1501 1: 
	Protecting Confidentiality of Educator Data: 
	May 20161603 2: 
	Alternative Educator Preparation Program: 
	1602: 
	Charter School Revocations  Closure: 
	May 20161604 4: 
	300: 
	1605 2: 
	In Progress1601 5: 
	Student Success Initiative Grant: 
	In Progress1606 6: 
	Graduation Rate and Leaver Codes: 
	In Progress1607 6: 
	Special Education Student Classifications: 
	1608 3: 
	Reporting Educator Disciplinary Data: 
	Texas Education Agency_2: 
	Texas Education Agency_3: 
	Texas Education Agency_4: 
	Texas Education Agency_5: 
	Educator Preparation Program Carryover from 2016: 
	Early Learning Grant Program and Initiatives: 
	Financial FIRST Ratings of Schools: 
	Agency Mailroom ProceduresCash Receipts: 
	Federal Administrative Funding Review: 
	Federal Fiscal Monitoring Compliance: 
	Texas Education Agency_7: 
	Texas Education Agency_8: 
	Texas Education Agency_9: 
	Texas Education Agency_10: 
	Texas Education Agency_11: 
	Texas Education Agency_13: 
	Texas Education Agency_14: 
	Texas Education Agency_12: 
	Texas Education Agency_6: 
	Texas Education Agency_15: 


