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Ajay Thomas (0:00:08):
Good morning, everybody. Welcome to the December 11th
meeting of TDHCA's Audit and Finance Committee. Let's

go ahead and take roll call. Let's see. Mr. Vasquez.

Leo Vasquez III (0:00:19):

Here.

Ajay Thomas (0:00:21):

Ms. Farias.

Anna Maria Farias (0:00:21):

Here.

Ajay Thomas (0:00:22):

Ms. Conroy.

Cindy Conroy (0:00:23):

Here.

Ajay Thomas (0:00:24):
And that makes the full committee with me as chair,

present. Thank you for attending. Let's see. We have
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two action items and four report items on today's
agenda. The first action item is the approval of the
minutes for the September 4, 2025, meeting of the Audit

and Finance Committee.

In that meeting, Mr. Mark Scott, Director of Internal
Audit, seated here to my right, presented three report
items: internal audit report of the Davis Bacon Labor
Standards Act, internal audit report of the Single
Family Mortgage Revenue Bond Program at TDHCA, and the
report on the status of the internal and external audit

activities.

The minutes are in your packets, members. May I have a
motion to approve the minutes of the September 4, 2025,

Audit and Finance Committee meeting?

Anna Maria Farias (0:01:09):
Mr. Chairman, I so move to make a motion to approve the

minutes.

Ajay Thomas (0:01:14):

I have a motion from Ms. Farias. May I have a second?
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Cindy Conroy (0:01:17):

I'll second.

Ajay Thomas (0:01:18):

Second by Ms. Conroy. All in favor say aye.

All Board Members (0:01:21):

Aye.

Ajay Thomas (0:01:22):

None opposed. Motion passes. Thank you. Our next
action item for today is the presentation, discussion,
and possible recommendation of approval to the full
Board of fiscal year 2026 internal audit annual work
plan. Mr. Scott will present the audit plan and offer
to answer any questions at the end of his presentation.

Mr. Scott.

Mark Scott (0:01:44):
Thank you, Mr. Thomas. Yes. Good morning. We
identified the following projects for inclusion in the

2026 annual audit plan based on our annual risk
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assessment matrix of the auditable units, as well as
taking into consideration input from oversight bodies
and TDHCA management. We'd also like to confirm for
peer review that the internal audit function remains

independent in performing its audit activities.

The project numbers are included for identification
purposes only and may not correspond to the order in
which the projects are performed. Internal audit
standards require that we audit the highest risk areas.
The following are the auditable units that are rated

high on our risk assessment metric.

The first one is the State Housing Tax Credit. In 2023,
the State of Texas established its own state low-income
housing tax credit program. Texas House Bill 1058 was
enacted on June 13, 2023, and allowed the TDHCA to issue
state low-income housing development tax credits

beginning January 1, 2024.

These Texas tax credits can be used to offset franchise
taxes and insurance premium taxes on and after January

1, 2026, for companies with ownership stake in certain
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affordable housing developments in Texas. This unit
rated high on our annual risk assessment due to the new

aspects of the program and lack of audits at this point.

The second audit on the 1list is Tax Liens Management. A
tax lien is attached to a property to secure the payment
of all taxes, penalties and interest ultimately imposed
for the year on the property. The lien exists in favor
of each taxing unit having power to tax the property.
TAC Code, Section 32.03 requires that all tax liens
against manufactured homes be recorded with the Texas

Department of Housing Community Affairs.

A person may not transfer ownership of the manufactured
home until all tax liens perfected on the home that have
been timely filed with the Texas Department of Housing
and Community Affairs have been extinguished or

satisfied and released.

Tax Liens Management is under Manufactured Housing
Division and is administratively attached to the TDHCA.
This unit rated high on our annual risk assessment and

was selected for audit due to lack of prior internal
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audit of this function.

The third item on the list is the Housing Resource
Center. The Housing Resource Center provides
educational materials and technical assistance to the
public, community-based housing development and
organizations, nonprofit housing developers, and other
state federal agencies. This assistance helps providers
determine local housing needs, access appropriate
housing programs, and identifies available funding
sources needed to increase the stock of affordable

housing.

Other responsibilities of the Housing Resource Center
include offering assistance to the general public in
locating the appropriate service providers in their
community, in addition to being responsible for plans
and reports that TDHCA is required to submit to receive

funding from both the state and federal government.

The HRC is also responsible for preparation and posting
of the Board and Committee's book materials prior to

each Board meeting. These are high-profile activities
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and rated high on our annual risk assessment due to

changes in HRC Management.

The fourth item is My First Texas Home. My First Texas
Home is part of the Texas Homebuyer Program at TDHCA,
and offers 30-year fixed interest rate mortgages loan
program for qualifying first-time homebuyers residing in
Texas and earning income limits of up to 115 percent of

area median income.

My First Texas Home is available statewide and AMFI is
based on the county the home is purchased in. The
program is designed for first-time homebuyers and
homebuyers who have not owned a home as their primary

residence within the past three years.

Texas Homebuyer Program was audited in 2022, but due to
the importance of My First Texas Home Program in
assisting qualified Texan families in becoming
homeowners this unit was selected for a more in-depth

audit during fiscal year 2026.

The next audit is the Record Retention Program. The
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Texas Government Code mandates that the head of the
agency establish and maintain a records management
program on a continuing and active basis. It also
mandates that all agencies create and maintain records
containing adequate and proper documentation of the
organization, functions, policies, decisions,

procedures, and essential transactions of the Agency.

Agency records serve to furnish information to protect
the financial and legal rights of the state as well as
those of any person affected by activities of the
agency. This unit rated high on the annual risk
assessment and was selected for audit in 2026 because of

updates to record-keeping requirements.

And number 6 is the 10 percent test in Asset Management
division. The Asset Management Division is responsible
for monitoring and processing all post-award activities
for developments involving Housing Tax Credits, HOME
funds, National and State Housing Trust Funds, and

Neighborhood Stabilization Program funds.

As published in the QAP for the applicable award year,
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but generally no later than July 1lst of the year
following the submission of the carryover allocation
document or by the applicable extended deadline, more
than 10 percent of the development owners reasonably
expected basis must have been incurred pursuant to
Section 42 Hle and 2 of the Code and Treasury

Regulations 1-42346.

This unit rated high on our annual risk assessment, was
selected for audit due to its importance in ensuring
compliance with applicable rules as well as lack of any
recent audits of this activity. That concludes my
presentation on the audit plan. I'll be happy to answer

any questions there may be.

Ajay Thomas (0:08:51):
Thank you, Mr. Scott. Do any committee members have

questions for Mr. Scott regarding the plan?

Leo Vasquez III (0:08:58):

I have a gquestion here.

Ajay Thomas (0:08:59):
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Yes.

Leo Vasquez III (0:09:00):

On the number 2, the tax liens management.

Mark Scott (0:09:04):

Yes.

Leo Vasquez III (0:09:06):
This activity is actually operated by the Manufactured

Housing Division, right?

Mark Scott (0:09:18):

Yes, sir. And that agency is administratively attached
to us, which means the administrative functions have to
be, services have to be provided through an MOU. So I
have to provide some audit services to them via the MoU
as part of the, in fact, when I asked them if they had
any suggestions what to audit, they said, why don't you

audit that MOU?

Bobby Wilkinson (0:09:42):

So in statutes it's a little murky, but as far as our
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MOU interagency agreement, they pay us for certain

things, mostly the computer stuff, software and then

some accounting, and then internal audit is a function

that we get about 500 grand a year. Haven't raised the

price in years. Maybe we should. I don't know, so,

yeah.

Leo Vasquez IITI (0:10:05):

Okay. So when we're auditing, selecting a function of

theirs to audit, is it...

Leo Vasquez III (0:10:15):

Are you independently able to say, hey,

Mark Scott (0:10:18):

this is more...

when this administratively attached thing came up back

in the day, I was very, I didn't like it at all. But

yeah, I do an audit of them so it's...

Leo Vasquez IITI (0:10:34):

Are they generally cooperative on their duties?

Audit and Finance Committee Meeting 12/11/2025
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Mark Scott (0:10:35):

Yes.

Leo Vasquez IITI (0:10:36):

Okay. All right. Okay.

Bobby Wilkinson (0:10:37):
Could you audit a division of theirs against their will?

No.

Mark Scott (0:10:42):

Yeah.

Bobby Wilkinson (0:10:42):
Yeah. No one goes to their board meetings. No one pays

attention to them. They just do what they want to do.

Mark Scott (0:10:45):
If I wanted to get arrested, presented the report. I'm

joking.

Leo Vasquez IITI (0:10:53):
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Yes. You were joking for the record, right?

I'm just concerned or wondering if we're really going

to be an internal Audit function for them, maybe we step

it up to be more of an internal audit.

Bobby Wilkinson (0:11:11):

It's a voluntary contracted service. He doesn't really
have statutory authority. He doesn't work for their
board. He works for you. 1It's a strange kind of thing.

Yeah. Which is the administratively attached beyond

internal audit, just in general. 1It's strange.

Cindy Conroy (0:11:29):

It's $500,000.

Leo Vasquez IIT (0:11:31):
Well, I'm just saying i1if something blows up over there,

do they come back to us, to this Board?

Bobby Wilkinson (0:11:39):

It shouldn't, but the press will just see TDHCA and
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point fingers, yeah.

Mark Scott (0:11:44):
I have experience dealing with situations like that

diplomatically.

Leo Vasquez III (0:11:52):

Okay. I just thought I'd ask. Thank you.

Ajay Thomas (0:11:55):

Since we have the benefit of Mr. Wilkinson on the dais.

Just a programmatic question, right? I was curious for

my own informational needs. On the My First Texas Home

program that Mr. Scott went over, so it's for first-time
homebuyers and the AMFI is judged by county, right,

within the state.

And there are two questions I have. One is there's the
three, the option of if they haven't purchased a home
within three years. Does that mean if for some reason
they moved away from the state, came back four years

later, could they take advantage of the program?
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Bobby Wilkinson (0:12:27):

Sure. They were a renter or whatnot, yeah.

Ajay Thomas (0:12:29):

And so they...

Bobby Wilkinson (0:12:31):
It's kind of weird. First-time homebuyer by definition

doesn't actually mean first-time homebuyer.

Ajay Thomas (0:12:36):

Right. Right.

Bobby Wilkinson (0:12:36):

Yeah. Yeah.

Ajay Thomas (0:12:37):

Okay. Well, good. And then the second question I had
was since it's by county, based by county and the income
requirement, now that we're seeing a little more
stratification across the state in terms of what maybe
that limit is, let's say someone moves from Houston and

comes to the Austin area, do they somehow qualify by
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moving counties, can they take advantage of the program

or 1s it really a statewide first-time homebuyer access?

Bobby Wilkinson (0:13:08):
I'll have to get back to you. Yeah. So would they use
their just ended Houston income in the Austin area?

Yeah, I don't know.

Ajay Thomas (0:13:18):
Yeah. Like if they, move to the Austin area and they
find, well, the home is much more expensive and in fact

based on their income they afford to qualify.

Bobby Wilkinson (0:13:25):
I think underwriting the loan would be what's their

current income and where are currently

Ajay Thomas (0:13:30):

Interesting. Okay. Thank you. Appreciate that. Any
other questions from members on this first item
Homebuyer program? Hearing none, the Chair will

entertain a motion to approve a recommendation to the
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full Board for the approval of the internal audit plan

for FY202606.

Anna Maria Farias (0:13:50):
Mr. Chairman, I move that this committee approve the
internal recommendations of the Audit and Finance

Committee.

Ajay Thomas (0:13:57):
Relief. I thought there was going to be controversy.
All right. We have a motion from Ms. Farias. Do I have

a second?

Cindy Conroy (0:14:05):

Aye.

Ajay Thomas (0:14:06):

Second from Ms. Conroy. All in favor say aye.

All Board Members (0:14:09):

Aye.
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Ajay Thomas (0:14:11):

None opposed, the motion passes. Thank you, Mr. Scott.
Thank you, members. Moving to our report items now.

The first report item is the presentation and discussion
of the internal audit of the Real Estate Analysis

Division. And it will be presented by Mr. Scott.

Mark Scott (0:14:28):

Thank you. Yes. The Real Estate Analysis Division was
included in the internal audit plan for fiscal year 2025
due to its complexity of operations and its importance
to the agency’s processes. For this audit, we reviewed
applicable Texas administrative codes, Texas government
codes, qualified allocation plan, and other applicable
rules and regulations. Additionally, we conducted

interviews with some of the division staff.

The objectives for this audit were to examine and assess
the Department's underwriting process and to determine
if the underwriting is performed according to applicable

rules and completed in a timely manner.

Based on our review and analysis, the Real Estate
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415 Analysis Division is operating effectively at TDHCA in
416 providing necessary analytical reports to management and
417 the TDHCA governing board to make well-informed

418 decisions for funding affordable housing developments in
419 Texas.

420

421 The OIA concluded that the underwriting process is

422 generally performed accurately and according to

423 applicable rules. We identified some areas for

424 improvement related to documentation of internal review
425 processes. Management agreed to our recommendations,
426 and the details are included in the report. 1I'll be
4277 happy to answer any questions on that report.

428

429 Ajay Thomas (0:15:54):

430 Thank you, Mr. Scott. Any members have questions for
431 Mr. Scott about this report item?

432

433

434 Cindy Conroy (0:16:01):

435 I do not.

436

437 Ajay Thomas (0:16:03):
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Hearing none, thank you. The next report item is the
presentation and discussion of the internal audit report
on the implementation status of the prior audit findings
and recommendations. And this report will also be

presented by Mr. Scott.

Mark Scott (0:16:17):

Thank you. Yes. This is an administrative report on
the status of the prior internal audit and external
audit findings and recommendations. Internal audit is
required to submit an annual report to comply with

internal auditing standards.

As shown in the report, all prior year findings have
been closed. Findings from recent audits were listed in
the appendix and will be followed up in the coming year.
The details are in the report in your packets. 1I'll be

happy to answer any questions on that report.

Ajay Thomas (0:16:49):
Thank you, Mr. Scott. Any gquestions on this report item

for Mr. Scott?
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Leo Vasquez IITI (0:16:56):

Well, it's all closed.

Ajay Thomas (0:16:56):

Hearing none, yeah, they're all closed. That sounds
good. We'll move on to the next report item today. The
next report item on today's agenda is the internal audit
annual report for fiscal year 2025. Mr. Scott is

charged with presenting this report to us as well.

Mark Scott (0:17:12):

Yes. This is another statutorily required report that
is submitted to all the oversight bodies annually. In
this report, we reconcile audits that have been
completed during the past year to the audits that were

on the approved audit plan.

We have completed all the auditable units in our fiscal
year '25 audit work plan, and we'll start on our FY'26
plan once it's approved by the Board. And thatconcludes

my presentation on the annual report.

Ajay Thomas (0:17:46):

Page 23 of 25
Audit and Finance Committee Meeting 12/11/2025



484

485

486

487

488

489

490

491

492

493

494

495

496

497

498

499

500

501

502

503

504

505

506

Thank you, Mr. Scott. Members, have any questions for
Mr. Scott on this report item of the 2025 audit plan?
Hearing none, we're now at our last report item on
today's agenda, which is the report on the status of
internal and external audit activities. And Mr. Scott

will be presenting this report to us.

Mark Scott (0:18:06):

Yes. Okay. So Treasury, OIG, they're still working on
TRR. They had some delays related to furloughs, as I
understand. The Treasury Department is also conducting
a desk review of HAF, Housing Assistance Fund, which

they are expected to wrap up in January.

CliftonLarsonAllen has included LIHEAP, ERA, and CSBG as
major programs for testing in the 2025 statewide audit
based on the final tallies of expenditures. The
statewide audit will be issued early next year. And
just as a reminder, the statewide audit has the
financial statement portion and the federal compliance

portion, which is done by CliftonLarsonAllen.

And the State Auditor's office is conducting their
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annual audit of the TDHCA financial statements. This is
the last year they're going to do that audit. it will

be procured to have somebody else do it next year. And
that concludes my presentation. I'll be happy to answer

any questions there may be.

Ajay Thomas (0:19:15):
Thank you, Mr. Scott, on the items today. Any members
have any questions for Mr. Scott on this last report

item?

Leo Vasquez IITI (0:19:25):

All looks pretty standard, yeah.

Ajay Thomas (0:19:26):

All right. Well, hearing none, that concludes our
agenda for today and concludes our meeting for today.
The Chair will now call to adjourn the meeting. The

time is 9:49.

*x Kk kX X %
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