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CALL TO ORDER

ROLL CALL

CERTIFICATION OF QUORUM

The Audit and Finance Committee of the Governing Board of the Texas Department of Housing
and Community Affairs (TDHCA) will meet to consider and may act on any of the following:

ACTION ITEMS:

1. Presentation, discussion, and possible action to approve Audit and Finance 
Committee Meeting Minutes Summary for September 4, 2025

Ajay Thomas
 Board Member

2. Presentation, discussion, and possible action to approve Fiscal Year 2026 
Internal Audit Annual Plan

Mark Scott

REPORT ITEMS:

3. Presentation and discussion of Internal Audit Report of the Real Estate 
Analysis division, Report # 25-006

Mark Scott

4. Presentation and discussion of Internal Audit Report on the Implementation 
Status of Prior Audit Findings and Recommendations, Report# 25-007

Mark Scott

5. Presentation and discussion of the Internal Audit Annual Report - FY 2025 Mark Scott

6. Report on the status of the Internal Audit and External Audit activities Mark Scott

PUBLIC COMMENT ON MATTERS OTHER THAN ITEMS FOR WHICH THERE WERE POSTED
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EXECUTIVE SESSION

The Committee may go into Executive Session (close its meeting to the public) on any agenda
item if appropriate and authorized by the Open Meetings Act, Tex. Gov’t Code, Chapter 551.
Pursuant to Tex. Gov’t Code, §551.074 the Audit Committee may go into Executive Session for
the purposes of discussing personnel matters including to deliberate the appointment,
employment, evaluation, reassignment, duties, discipline, or dismissal of a public officer or
employee.

Pursuant to Tex. Gov’t Code, §551.071(1) the Committee may go into executive session to seek
the advice of its attorney about pending or contemplated litigation or a settlement offer.

Pursuant to Tex. Gov’t Code, §551.071(2) the Committee may go into executive session for the
purpose of seeking the advice of its attorney about a matter in which the duty of the attorney to
the governmental body under the Texas Disciplinary Rules of Professional Conduct of the State
Bar of Texas clearly conflicts with Tex. Gov’t Code, Chapter 551.

Pursuant to Tex. Gov’t Code, §2306.039(c) the Committee may go into executive session to
receive reports from the Department’s internal auditor, fraud prevention coordinator, or ethics
advisor regarding issues related to fraud, waste, or abuse.

OPEN SESSION

If there is an Executive Session, the Committee will reconvene in Open Session and may take
action on any items taken up in Executive Session. Except as specifically authorized by applicable
law, the Audit Committee may not take any actions in Executive Session.

ADJOURN

To access this agenda and details on each agenda item in the board book, please visit our website at 
www.tdhca.texas.gov or contact Michael Lyttle, 512-475-4542, TDHCA, 221 East 11th Street, Austin, Texas 
78701, and request the information. If you would like to follow actions taken by the Governing Board during 
this meeting, please follow TDHCA account (@tdhca) on X (Twitter).

Individuals who require auxiliary aids, services or sign language interpreters for this meeting should contact 
Nancy Dennis, at 512-475-3959 or Relay Texas at 1-800-735-2989, at least five days before the meeting so that 
appropriate arrangements can be made. Non-English speaking individuals who require interpreters for this 
meeting should contact Danielle Leath, 512-475-4606, at least five days before the meeting so that appropriate 
arrangements can be made.

Personas que hablan español y requieren un intérprete, favor de llamar a Danielle Leath, al siguiente número 
512-475-4606 por lo menos cinco días antes de la junta para hacer los preparativos apropiados.
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Texas Department of Housing and Community Affairs

Audit & Finance Committee

Board Action Request

File #: 1232 Agenda Date: 12/11/2025 Agenda #: 1.

Presentation, discussion, and possible action to approve Audit and Finance Committee Meeting
Minutes Summary for September 4, 2025

RECOMMENDED ACTION

RESOLVED, the Audit and Finance Committee Meeting Minutes Summary for September 4,
2025, are hereby approved as presented.
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MINUTES OF THE AUDIT AND FINANCE COMMITTEE MEETING 

OF THE GOVERNING BOARD OF THE 

TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS  

          
On Thursday, September 4, 2025, at 9:30 a.m. the meeting of the Audit and Finance Committee 
(the “Committee”) of the Governing Board (the “Board”) of the Texas Department of Housing 
and Community Affairs (“TDHCA” or the “Department”) was held in the University of Texas at 
Austin’s Thompson Conference Center, Room 1.110, 2405 Robert Dedman Drive, Austin Texas. 
Mr. Ajay Thomas, the Chair of the Audit and Finance Committee, presided over the meeting, and 
Mr. Mark Scott, Director of Internal Audit Division, served as the secretary. Committee members, 
Mr. Leo Vasquez Ms. Anna Maria Farias, and Ms. Cindy Conroy were present and represented a 
quorum for the Committee meeting.  
 
Mr. Thomas started the meeting by taking roll and welcoming everyone to the meeting. He said 
on today’s agenda we have an action item and three report items. The only action item on the 
agenda was the approval of the minutes from the June 12th, 2025 meeting of the Audit and 
Finance Committee. The minutes were adopted as presented and were approved. Mr. Thomas 
then moved to the first report item on the agenda; Presentation and discussion of the internal 
audit report of the Davis Bacon Labor Standards Act, which was presented by Mr. Scott.  
 
Mr. Scott said that the Davis-Bacon Labor Standards Act was identified and included in the annual 
internal audit plan for 2025 and rated high on the risk assessment matrix due to its importance 
in ensuring wage equity on federally funded projects, as well as lack of any recent internal audits. 
This audit scope included reviews of the applicable sections of 29 CFR (Code of Federal 
Regulations), previous audit performed by HUD, the Single Audit performed by CLA, and review 
of documents and information provided by staff and information available on the TDHCA 
website. Based on the information we gathered, we performed analysis of the internal controls 
related to this function and identified areas of potential gaps.  We also followed up on the 
previous recommendations from HUD to ensure that action plans were implemented and 
effective.  We determined that further actions are required by the program to address the 
findings and recommendations, such as maintaining records of the contractors’ eligibility for 
future reviews.  Overall, the monitoring of the Davis-Bacon Standards Act appears to be operating 
effectively at TDHCA in ensuring compliance with related rules and regulations.  We identified 
some areas for potential improvement to efficiency and monitoring, as well as providing higher 
assurance on compliance with the Davis-Bacon Standards.  The details of our recommendations 
are included in the report.  I'll be happy to answer any questions on that. 
 
Mr. Vasquez asked a clarifying question regarding the process of the periodic reports and 
reviews. Neda Sanjar, Internal audit project manager, said that the review is an ongoing process 
for the program starting from the application process and throughout the project. With no 
further questions Mr. Thomas moved to the next report item on the agenda; Presentation and 



discussion of the internal audit report on TDHCA’s Single Family Mortgage Revenue Bond 
program, and it was presented by Mr. Scott.  
 
Mr. Scott said that the Single-Family Mortgage Revenue Bond Program was included in the 
internal audit plan for fiscal year 2025 due to its complexity of operation, number of external 
parties involved in the operation, and lack of any recent internal audit.  The program uses bond 
fund proceeds to fund below-market rate mortgage loans. The Department uses a network of 
participating lenders to issue mortgage loans using program funds to qualified buyers.  After an 
approved borrower closes a mortgage with the originating lender, the Department's master 
servicer purchases the mortgage loan.  The master servicer pulls the program loans and converts 
them to mortgage-backed securities that are guaranteed by Ginnie Mae, the Government 
National Mortgage Association. The Bond Finance Program assists families and individuals with 
low-to-moderate incomes to obtain homeownership.  The Single-Family Revenue Bond Program 
provides below-market interest rate mortgage loans for qualified single-family home buyers. 
 
The scope for this audit included a review of applicable Texas Administrative Code Title 10, 
Section 2.401, the Department's annual interest rate risk management policy, TDHCA investment 
policy for fiscal year 2025, applicable SOPs, and evaluating internal controls within the Single-
Family Mortgage Revenue Bond Program. We also reviewed the roles and responsibilities of each 
vendor as it relates to the operation of the Single-Family Mortgage Revenue Bond Program for 
potential gaps in coverage and controls, and evaluated the internal controls currently in place 
within the program to ensure segregation of duties and proper internal controls. 
 
Based on our review and analysis, the Single-Family Mortgage Bond Revenue Program is 
operating effectively at TDHCA and providing below-market interest rate loans to eligible Texans.  
We identified some areas for improvement to management of the contracts and agreements 
between TDHCA and its vendors.  The details of the recommendations are included in the report.  
 
Mr. Thomas asked if the audit included detailed review of different accounts in the Bond Finance 
Division to make sure that the integrity of those bond proceeds was in the right accounts. Mr. 
Scott said that detailed testing and reviews are performed by State Auditor’s Office (SAO) within 
the annual Financial Statements audit. With no other questions Mr. Thomas moved to the last 
report item on the agenda; Report on the status of the internal and external audit activities. Mr. 
Scott presented this report as well.  
 
Mr. Scott said that OIA has completed audits of the Single-Family Mortgage Revenue Bond and 
the Davis-Bacon Labor Standard Act, and started audit of the Real Estate Analysis division.  With 
completion of this audit the Fiscal Year 2025 Audit Plan will be concluded. OIA is also conducting 
the annual risk assessment and requesting input from management and oversight bodies for 
preparation of the fiscal year 2026 internal audit plan.   
 
On the external audits, the SAO has started their audit of the TDHCA Financial Statements, and 
this will be the last year that SAO is going to do the financial statement audit.  In subsequent 



years, this audit will have to be procured with a new external auditor.  In late fiscal year 2026, 
the SAO is going to conduct an “efficiency audit” of TDHCA.  This is pursuant to House Bill 12 and 
will be done in preparation for the TDHCA Sunset Review, which is scheduled for the 2026/2027 
cycle.  During the sunset process, the agency will prepare self-evaluation reports, SERs, and those 
are a critical part of the review process. 
 
The Federal Treasury Department, OIG, is still working on their audit of the Texas Rental Relief 
(TRR) program.  The program is going to hire a statistician to review the OIG's work.  The 
statistician may review technical aspects such as whether the samples were accurately 
representative and whether they were drawn from a universe that had a normal distribution.  
The current timeline includes a discussion draft expected in December of 2025, though this may 
shift based on prior delays in the auditor estimates.  That concluded Mr. Scott’s presentation, 
and he offered to answer any questions there may be. Mr. Thomas confirmed that going forward 
TDHCA will have to procure an external auditor to perform audit of the financial statements.  
 
With no further questions or comments Mr. Thomas thanked Mr. Scott for his presentation, and 

the meeting was formally adjourned at 9:44am.  

 

 

 

 

 

 

 



Texas Department of Housing and Community Affairs

Audit & Finance Committee

Board Action Request

File #: 1233 Agenda Date: 12/11/2025 Agenda #: 2.

Presentation, discussion, and possible action to approve Fiscal Year 2026 Internal Audit Annual
Plan

RECOMMENDED ACTION

WHEREAS, the Tex. Gov’t Code §2306.073(b), the Internal Auditing Act and audit standards
require the Department’s Governing Board to approve an annual audit work plan that
outlines the internal audit projects planned for the fiscal year; and

WHEREAS, Staff has presented a Fiscal Year 2026 Internal Audit Work Plan that is
acceptable to the Audit and Finance Committee; and

NOW, therefore, it is hereby

RESOLVED, the Audit and Finance Committee of the Board recommends approval of the
Internal Audit Work Plan for Fiscal Year 2026 by the Governing Board as presented.

BACKGROUND

The annual internal audit work plan is required by the Tex. Gov’t Code §2306.073(b), the Texas
Internal Auditing Act (Tex. Gov’t Code Chapter 2102) and by the International Standards for the
Professional Practice of Internal Auditing (Standards). The plan is prepared by the internal
auditor based on an agency-wide risk assessment as well as input from the Department’s
Governing Board and executive management. The plan identifies the individual audits to be
conducted during Fiscal Year 2026. The plan also outlines other planned activities that will be
performed by the Internal Audit Division.
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Office of Internal Audit 
Audit Plan for Fiscal Year 2026 

 
 

Statutory and Professional Standards Requirement 
 

The Texas Internal Auditing Act (Texas Government Code, §2102.005) requires state agencies to conduct 
a program of internal auditing.  The International Standards for the Professional Practice of Internal 
Auditing (IA Standards) define Internal Auditing as an “independent, objective assurance and consulting 
activity designed to add value and improve an organization's operations. It helps an organization 
accomplish its objectives by bringing a systematic, disciplined approach to evaluate and improve the 
effectiveness of risk management, control, and governance processes.” 
 
The Texas Government Code and the IA Standards require internal auditors to develop an annual audit 
plan, using risk assessment techniques, that identifies individual audits to be conducted during the year.  
The Code requires that the plan be approved by the state agency’s governing board or by its 
administrator, if the agency has no governing board. 
 
The program of internal auditing is carried out by the Office of Internal Audit (OIA) which serves at the 
direction of the Governing Board.  The OIA has prepared this audit plan for consideration and approval 
by the Governing Board.   
 

Development of the Annual Audit Plan 
 

The Fiscal Year 2026 plan is designed to cover areas of highest risk to the State and the agency; however, 
it does not cover all risks.  TDHCA management should utilize internal controls and other appropriate 
methodologies to mitigate residual risks not covered by the audit plan. 
 
 



 

 
Texas Department of Housing and Community Affairs  
Internal Audit Annual Plan  

FY 2026 

 

 

 

The annual audit plan was developed using a risk-based methodology which included: 

 Obtaining management’s and the Governing Board’s perspectives through surveys and 
discussions. 

 Consulting with the State Auditor’s Office and other oversight bodies. 

 Reviewing prior TDHCA meeting minutes, audit report findings and recommendations, and 
budgetary information. 

 Evaluating information about key agency business areas, processes, and systems. 

 Considering input from internal audit staff. 

 Utilizing a matrix whereby identified auditable units were ranked according to standard risk 
factors. 

The budgeted hours for all projects are based on two staff auditors and the Director of Internal Audit. 
 

Projects for Fiscal Year 2026 Annual Audit Plan 
 
We have identified the following projects for inclusion in the 2026 Annual Audit Plan based on our annual 
risk assessment of the auditable units. The project numbers are for identification purposes and may not 
correspond to the order in which the projects are performed.  Also included below is a brief description 
of functions to be reviewed. 
 
New Audit Projects: 
 
1. State Housing Tax Credit 

 
In 2023 the state of Texas joined the ranks of nearly 30 other states in establishing its own state low-
income housing tax credit program (Texas LIHTC Program). Texas H.B. 1058 was enacted on June 13, 
2023, and allowed the TDHCA to issue state low-income housing development tax credits (Texas LIHTCs) 
beginning January 1, 2024. These Texas LIHTCs can be used to offset franchise taxes and insurance 
premium taxes on and after January 1, 2026, for companies with an ownership stake in certain affordable 
housing developments in Texas. This unit rated high on our annual risk assessment due to lack of any 
prior internal audit of the program. 

 
 
2. 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, whether the taxes are imposed in the year the lien attaches. The 
lien exists in favor of each taxing unit having power to tax the property. Tax Code section 32.03 requires 
that all tax liens against manufactured homes be recorded with the Texas Department of Housing and 
Community Affairs.  A person may not transfer ownership of a manufactured home until all tax liens 
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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 
TDHCA. This unit rated high on our annual risk assessment and was selected for audit due to lack of any 
prior internal audit of this function.  
 
3. Housing Resource Center 

 
The Housing Resource Center provides educational materials and technical assistance to the public, 
community-based housing development organizations, nonprofit housing developers, and other state 
and federal agencies. This assistance helps providers determine local housing needs, access appropriate 
housing programs, and identify 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 and rated high on annual risk assessment 
due to changes in HRC management. 
 
4. My First Texas Home 
 
My First Texas Home is part of the Texas Homebuyer Program at TDHCA, and offers 30-year, fixed 
interest rate mortgage loan program for qualifying first time homebuyers, residing in Texas, and earning 
income limits up to 115% of area median family income (AMFI). The My First Texas Home is available 
statewide and the AMFI is based on the county the home is purchased in.  The program is designed for 
first time homebuyers or 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 the importance of My First Texas Home 
program in assisting qualified Texan families in becoming homeowners this unit was selected for more 
in-debt audit during FY2026.  
 
 
5. Record Retention  
 
Tex. Gov’t 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 the activities 
of the agency. This unit rated high on the annual risk assessment and was selected for audit in FY 2026 
due to lack of recent audits.  
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6. 10% Test – Asset Management (HTC)  
 
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 (NSP) funds. As published in the QAP for the applicable award 
year, but generally no later than July 1 of the year following the submission of the Carryover Allocation 
Document, or by the applicable extended deadline, more than 10% of the Development Owner’s 
reasonably expected basis must have been incurred pursuant to Section 42(h)(1)(E)(i) and (ii) of the 
Code1 , and Treasury Regulations, 1.42-6. This unit rated high on our annual risk assessment and was 
selected for audit due to its importance in ensuring compliance with applicable rules, as well as lack of 
recent audit of this activity.  
 
Carry Over Project 
 
No Carry over audits from FY 2025 

 
Administrative and Statutory Projects: 
 

 Review of TDHCA compliance with appropriation riders and other requirements of the 

Government Code 

 Annual Audit Plan and reporting 

 Annual tracking of the implementation status of prior audit recommendations  

 Coordination and review of complaints related to possible Fraud, Waste, and Abuse 

 
Consulting Projects and External Audit Coordination 
 
Pursuant to the TDHCA internal audit charter, the OIA performs ongoing consultation on Single Audits 
and Subrecipient Monitoring for the agency. For fiscal year 2026, OIA is providing consulting services 
related to the 2 CFR 200. OIA also coordinates and advises on external audit activities.   

 

Sincerely, 

 
 
Mark Scott, CPA, CIA, CISA, CFE, MBA 
Internal Audit Director 
 
MS/NS 
 

                                                 
1 As amended by The Housing and Economic Recovery Act of 2008 
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Board Action Request

File #: 1234 Agenda Date: 12/11/2025 Agenda #: 3.

Presentation and discussion of Internal Audit Report of the Real Estate Analysis division, Report # 25-006
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Presentation and discussion of Internal Audit Report on the Implementation Status of Prior Audit Findings and
Recommendations, Report# 25-007
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File #: 1236 Agenda Date: 12/11/2025 Agenda #: 5.

Presentation and discussion of the Internal Audit Annual Report - FY 2025
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Board Action Request

File #: 1237 Agenda Date: 12/11/2025 Agenda #: 6.

Report on the status of the Internal Audit and External Audit activities

Texas Department of Housing and Community Affairs Printed on 12/4/2025Page 1 of 1

powered by Legistar™

http://www.legistar.com/

	Agenda
	1. Board Action Request
	Audit and Finance Committee meeting minutes- Sep 4

	2. Board Action Request
	Draft- FY 26 Annual Audit Plan

	3. Board Action Request
	Final Report - Internal Audit of Real Estate Analysis division

	4. Board Action Request
	FY25-Internal Audit Report on the Implementation Status of Prior Audit Findings and Recommendations

	5. Board Action Request
	Texas Department of Housing and Community Affairs-FY2025

	6. Board Action Request

