GOVERNOR GREG ABBOTT

October 13, 2023

The Honorable Greg Abbott

Gardner Pate, Chief of Staff, Office of the Governor
Members of the Legislative Budget Board

State Auditor's Office

Attached is the annual report of the Internal Audit Division of the Office of the Governor
for the fiscal year ended August 31, 2023.

This report fulfills the requirements set forth in the Texas Internai Auditing Act (Texas
Government Code, Chapter 2102).

The purpose of the internal audit annual report is to provide information on the
assurance services, consulting services, and other activities of the internal audit
function. In addition, the annual report assists oversight agencies in their planning and
coordination efforts.

Please contact me at (512) 936-2601 if you have any questions about this report.
Respectfully,

unas, CIA, CISA, CFE
Internal Auditor
Office of the Governor

PosT OFFICE BOX 12428 AuSTIN, TEXAS 78711 512-463-2000 {VOICE) D1AL 7-1-1 FOR RELAY SERVICES



Fiscal Year 2023 Internal Audit Report

I. Compliance with Texas Government Code, Section 2102.015: Posting
the Internal Audit Plan, Internal Audit Annual Report, and Other Audit
Information on Internet Website

Within 30 days of the Chief of Staff's approval, the Office of the Governor will
prominently post the Fiscal Year 2024 audit plan, pursuant to Texas Government Code,
Section 2102.008, as well as the Fiscal Year 2023 Internal Audit Report, pursuant to
Texas Government Code, Section 2102.009, on its Internet website.

Il. Internal Audit Plan for Fiscal Year 2023

Report | Report

Planned Audit NOTEar Date

Report Title | Completed

An Internal Audit Report on
Management Controls and
Compliance to Federal of the Yes
Texas Travel Industry Recovery
Grant Program

Texas Travel
Industry
Recovery (TTIR)
grant program

August

2023-01 5023

I1l. Consulting Services and Nonaudit Services Completed

The Institute of Internal Auditors’ International Standards for the Professional Practice of
Internal Auditing defines “consulting services” as advisory and related client service
activities, the nature and scope of which are agreed with the client, that are intended to
add value and improve an organization's governance, risk management, and control
processes without the internal auditor assuming management responsibility. In Fiscal
Year 2023, Internal Audit did not provide such services.




IV. External Quality Assurance Review (Peer Review)

23221

Marioa Parpounas
Diractor of internal Audit
Office of the Texas Govermnor

Dear Mr. Parpounas:

We have compieted the peer review of the Office of the Texas Govemor Itemal Audit
Departmant for the period 1/2020-1/2021. tn conducting our review, we folowed the standards
and guidelines contained in the Peer Review Manual published by the State Agency internal

Audit Forum (SAIAF),

The Institute of Internal Auditors (I1A) Infemational Standards for the Professional Pradices of
intemal Auding and Code of Ethics, U.S. Govemment Accountability Office {GAO) Govemment
Auvdling Stendards, and the Texaa Intemnal Auditing Act {Texas Government Code, Chapter
2102 require that internal awdit functions obtain external quality assurance reviews (peer
reviews) to assess compliance with standards and with the Act and to appraise the quality of

their operations.

We reviewsd the infernal quality control system and conductad tests to determine if the intemad
quality control system operated io provide reasonable assurance of conformanoce with the IIA
Standards, the GAO Standards, and the Texas intemal Auditing Act. Due to varlances in
individual parformance and judgment, conformancs doss not imply adhsrmnos to standards in
every case but doas imply adharence in moat situations. Based on the information received and
evaluated during this extemnal quality assurance review, it is our opinion that the Ofics of the
Texas Govermor Intemal Audit Department recaives a rating of Pess/Generally Conforms.

“Pass/Generally Conforms” means that the awdt organization’s system of quality control has
been guitably designed and complied with to provide the auwdit organization with reasonable
asmurance of performing and reporting in conformity in all material respects with applicable
professional standards (Intemational Standards for the Professional Practices of Intemal
Auditing and Code of Ethics, U.S. Government Accountablity Offios Govemment Auditing
Standards, and the Texas Internal Auditing Act). There may be opportunities for improvement,
but these should not present situations where the audit organization has not implementad the
professions starxdards and has not applied them effectivaly or achisved their stated objectives.
As indicated above, general conformance doas not require oxmplete or parfact conformance,
the ideal dmathnnrmtsumeufum atc. "Pass/(Genarally Conforms” is the highest of
three possible ratings that can be achiavad.

We have provided suggested improvements in a separate communication to further strengthen
the internal quality control system, The Cffice of the Texas Govemor Intemal Audit Department
has mviewad the results of the work perforred by the peer review team and accapted tham to
be an accurate representation of operations. To the extent it is lawful, the Office of the Texas
Governor intemal Audit Department agreas to hold SAIAF and its officars and repreaentatives
harmiess of any lisbility arising from tha actions of the peer eview team or issues resulting from

hpourmi

e, Lloks

Sonya ‘Etheridge, CPA
Director of internal A.ur{
Texas Fadlities Cy‘nldon




V. Internal Audit Plan for Fiscal Year 2024

Planned Audits

Description __Budget Hours
An Engagement to Assess Management Controls and 400
Adherence to Established Investment Policies.

The Fiscal Year 2024 audit plan was developed using a risk assessment methodology
that considers various factors, including: financial history and reporting; reporting
requirements; perceived legislative, public, or management interest; complexity of
accounting and administration; grants and contracts; and longevity and turnover of staff.
Internal Audit did not categorize any perceived risk identified through the risk
assessment process as “high.”

Special Projects and Management Assistance

Description Budget Hours

FY 2023 Agency Risk Assessment 400
Office of the Governor and Trusteed Programs

Special Projects, Management Assistance, Peer Quality
Assurance Reviews, External Audit Liaison, and Continuous 1000
Monitoring

VI. External Audit Services Procured in Fiscal Year 2023
No external audit services were procured in Fiscal Year 2023.

VII. Reporting Suspected Fraud and Abuse

In accordance with Section 7.09, page 1X-40, the General Appropriations Act (88th
Legislature) the official website of the Office of the Governor includes a link on its
homepage to the State Auditor's Office website for fraud reporting. In addition, the
agency'’s internal intranet landing page links directly to an intranet page dedicated to the
reporting of perceived fraud, waste, or abuse, including both a link to the State Auditor’s
Office website and the State Auditor's Office Fraud Hotline. The Chief of Staff reports
suspected loss, misappropriation, misuse, fraud, or unlawful conduct in relation to the
operations of the Office of the Govemnor to the State Auditor's Office.



