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AUDIT COMMITTEE MEETING
DRAFT MINUTES
OCTOBER 19, 2009

COMMITTEE MEMBERS PRESENT:
Mary Durheim, Chair Marcia Dwyer John Morris
Andrew Crim

COMMITTEE MEMBER ABSENT:
Brenda Coleman-Beattie, Council Chair

STAFF PRESENT:

Roger A. Webb, Executive Director Patrice LeBlanc Koren Vogel
Martha Cantu Carl Risinger

GUESTS PRESENT:

Jaye Stepp, Rupert & Associates Travis Wilson, Attendant

CALL TO ORDER:

The Audit Committee of the Texas Council for Developmental Disabilities met on Monday,
October 19, 2009, in the TCDD conference room, 6201 E. Oltorf, Suite 600, Austin, TX 78741.
Committee Chair Mary Durheim called the meeting to order at 10:20 AM.

I INTRODUCTIONS
Committee members, staff and guests were introduced.

Il APPROVAL OF MINUTES
Committee members reviewed the minutes of the August 6, 2009, Committee meeting.

MOTION: To approve the minutes of the August 6, 2009, Committee
meeting as presented.

MADE BY: Marcia Dwyer

SECOND: John Morris

The motion was approved unanimously.

lil. TCDD FY 2009 INTERNAL AUDIT REPORTS
Jaye Stepp, Rupert & Associations, contracted internal auditor for TCDD, reviewed with
Committee members the TCDD Internal Audit Report for FY 2009. Stepp reviewed the
Internal Audit Plan developed for TCDD for fiscal year 2009 and reviewed key
observations and recommendations with members. Stepp noted that TCDD contract
administration and management processes at TCDD are effective and consistent with
state procurement guidance overall. She did offer recommendations for enhancement
including:
1. Written procedures should be reviewed and updated on a scheduled basis.
2. Contract files should be better organized and monitoring mechanisms should
be formalized and better documented.
3. Documentation supporting vendor selection should be standardized to assure
completeness and compliance with state requirements.
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Members reviewed the findings, recommendations and TCDD Management responses
and discussed various items with Stepp and TCDD staff. While reviewing the status of
prior year audit recommendations, Grants Management Director Patrice LeBlanc shared
with members a draft desk review checklist.

MOTION: To accept the TCDD Internal Audit Report for FY 2009 as
presented.

MADE BY: John Morris

SECOND: Andy Crim

The motion was approved unanimously.

Stepp next reviewed the TCDD Annual Internal Audit Report for FY 2009 with members.
This report is in a format prescribed by the State Auditor’s Office and includes:

e asummary of the internal audit objectives for the current year,

e asummary of the External Quality Assurance Review of TCDD internal auditing

conducted this year,

¢ alist of audits completed during FY 2009, the TCDD organizational chart
showing the reporting relationship of internal audit to the Council as governing
board,
a summary of internal audit activities conducted by the auditor,
internal audit plan proposed for FY 2010,
a summary of TCDD efforts related to suspected fraud and abuse, and
various other required items.

Based on the updated risk assessment, Stepp recommended that the focus for the FY
2010 internal audit be:

1. Information Technology: An assessment of compliance with TAC 202, Information
Security Standards, which will also cover the requirement for a periodic audit of
TCDD’s major systems and controls, including safeguarding of assets and data. As
needed, consult, advise, and monitor the development and refinement of the grantee
reporting database.

2. Follow up on prior audit recommendations.

In the event circumstances prevent the implementation of the information technology
audit, Stepp recommended that an assessment of TCDD controls over performance
measure management be an alternative audit area.

MOTION: To accept the TCDD Annual Internal Audit Report for Fiscal Year
2009 as presented and reviewed.

MADE BY: Andy Crim

SECOND: Marcia Dwyer

The motion was approved unanimously.
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Iv.

VL.

TCDD INTERNAL AUDIT PLAN FOR FISCAL YEAR 2010

Stepp reviewed with Committee members the proposed Internal Audit Plan for FY 2010
and discussed the risk assessment process, matrix, and control activities for various
risks. TCDD Executive Director Roger Webb reviewed a few of the risks and control
steps as examples of the process and meaning of that information. Stepp reviewed the
proposed internal audit focus for FY 2010 as noted above. In particular, Stepp
discussed with members the suggestion to look in more detail at various governance
issues in the course of conducting other audits. Members discussed the proposed audit
focus with Stepp and TCDD staff.

MOTION: To approve the TCDD Internal Audit Plan for Fiscal Year 2010 as
presented.

MADE BY: Marcia Dwyer

SECOND: John Morris

The motion was approved unanimously.

REPORT ON EXTERNAL QUALITY ASSURANCE REVIEW of TCDD INTERNAL
AUDIT FUNCTION

Stepp explained that an external quality assurance review, or peer review, of internal
audit functions is required at least every three years. This is the second time TCDD has
engaged an external auditor to conduct a review of Stepp’s internal audit effort with
TCDD. This review was performed by David J. MacCabe, Internal Audit Consultant, in
accordance with Texas State Agency Internal Audit Forum peer review policies and
procedures. The review found that the TCDD internal audit function fully complies with
all relevant standards and requirements. This opinion means that there are relevant
structures, policies, procedures, and processes in place that comply with all
requirements and standards. The reviewer offered a few recommendations as
“opportunities for enhancement”. TCDD and Stepp have already implemented most of
these recommendations. Committee Chair Durheim complimented Stepp and TCDD
staff for their conscientious efforts on behalf of the Council.

MOTION: To accept the Report on the External Quality Assurance Review of
the TCDD Internal Audit Function as presented and reviewed.

MADE BY: John Morris
SECOND: Andy Crim
The motion was approved unanimously.

REVISIONS TO TCDD POLICIES — AUDIT COMMITTEE RESPONSIBILITIES

Webb reviewed proposed revisions to TCDD Policies concerning the responsibilities of
the Audit Committee. These proposed revisions were intended to reflect the
Committee’s discussion at the August Committee meeting. Members discussed the
proposed revisions and modified the item related to the committee’s responsibility to
ensure peer reviews of the internal audit function are conducted as required by state
requirements. Members agreed to develop a committee procedure concerning the
frequency of committee meetings that indicates the committee will generally meet during
the winter (February) quarter.
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MOTION: To recommend Council approval of revisions to TCDD Policies
concerning the responsibilities of the Audit Committee as revised
by the Committee.

MADE BY: Marcia Dwyer
SECOND: Andy Crim
The motion passed unanimously. (Attachment 1 as approved.)

VII. INTERNAL AUDIT SERVICES PROCUREMENT PROCEDURES
Chair Durheim asked Webb to review the process of procuring TCDD internal audit
services. TCDD staff coordinated with TEA Contracts Unit staff to develop a Request for
Offers for internal audit services in 2008. That RFO was posted on the electronic State
Business Daily and information was provided to audit firms who have previously worked
with TCDD or expressed an interest in considering offers. TCDD executive staff
reviewed the offers received and recommended Rupert and Associates as the best offer.
Other offers proposed involvement by multiple auditors that did not appear to be as
useful given the small size of TCDD operations, or proposed much larger engagements
then anticipated by the request. The Executive Committee reviewed the
recommendations and recommended approval of Rupert and Associates to the Council.
Ms. Stepp is just beginning the second year under this solicitation with up to three
additional years available.

Members discussed the current situation, noting in particular that the current internal
audit functions have receive positive reports now from two external quality assurance
reviews. Members agreed to not initiate a new solicitation at this time. Members also
agreed to develop guidance concerning soliciting offers for internal audit services as a
committee procedure.

MOTION: To table further consideration of a new solicitation for TCDD
Internal Audit Services.

MADE BY: Andy Crim
SECOND: Marcia Dwyer
The motion passed unanimously.

ADJOURNMENT
There being no further business, Durheim adjourned the meeting at 12:35 PM.

Roger A. Webb Date
Secretary to the Council
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