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Ajay Thomas (0:00:12):

Good morning, and welcome to the March 6th meeting of
the Audit and Finance Committee. 1 appreciate everybody
being here this morning. Before we begin, 1 want to
welcome a new member to the Committee. while she®s been
on the Board for a few meeting sessions, this will be
the first official meeting on the Audit and Finance
Committee, so 1 wanted to take the time to welcome

Member Conroy to the Committee.

Cindy Conroy (0:00:40):

Thank you -- thank you very much.

Ajay Thomas (0:00:42):

You®"re more than welcome. Thank you. Glad to have you
on the Committee. We do have a full quorum today.

We"ve got a pretty good-sized agenda. We"ll get through
it. Let"s go ahead and take an official roll. 1, as

Chair, am here. Member Vasquez.

Leo Vasquez (0:01:00):

Here.
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Ajay Thomas (0:01:02):
Member Farias i1s on excused absence today. Member
Conroy. We"ve heard from her. Officially here,

correct?

Cindy Conroy (0:01:08):

Yes, officially.

Ajay Thomas (0:01:15):

Very good. We have two action items and two report
items on today®"s agenda. The first action item is the
approval of the minutes for the December 12, 2024
meeting of the Audit and Finance Committee. In that
meeting, Mr. Mark Scott, the gentleman to my right, the
Director of Internal Audit, presented the Internal Audit
Annual Work Plan for Fiscal Year 2025 as an action item
for recommendation to the full board for approval. The
plan was voted for recommendation to approve after

discussion with Committee members.

Mr. Scott also presented four report items which were,
1, the audit report on Compliance Monitoring Section of
the Compliance Division; 2, the presentation and

discussion of the Internal Audit Report on
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implementation status of the prior audit finding and
recommendations; 3 the presentation and discussion of
the Internal Audit annual report; and 4, the report on
the status of the internal and external audit
activities. Members, the minutes are In your packets.
May 1 have a motion to approve the minutes from the

December 12, 2024 Audit and Finance Committee meeting?

Leo Vasquez (0:02:23):

I move to approve.

Ajay Thomas (0:02:24):
I have a motion from Member Vasquez. Do 1 have a

second?

Cindy Conroy (0:02:25):

Second.

Ajay Thomas (0:02:27):

Second by Member Conroy. All in favor say, aye.

Cindy Conroy (0:02:27):

Aye.
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Leo Vasquez (0:02:30)

Aye.

Ajay Thomas (0:02:31):

None opposed. Motion passes. Our next action item for
today i1s the presentation, discussion, and possible
recommendation for approval of the State Auditor-"s
Office audit of the TDHCA financial statements for 2024.
Mr. Michael Clayton and Mr. Alexander Sumners with the
SAO office are here to present this i1tem to us. Welcome

gentlemen.

Michael Clayton (0:03:00):

Good morning, Chairman and Members. 1"m Michael
Clayton. 1I"m an Audit manager with the State Auditor-"s
Office. 1 was the Audit Manager for this year®s fiscal
year "24 audit of the Department of Housing and
Community Affairs financial statements. With me, | have
Alex Sumners, who is the Project Manager for our office
and he was the Project Manager on the audit of the FY24
Housing and Community Affairs financial statements. |
just want to briefly take a moment and say thank you to

all the staff at Housing and Community Affairs.
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You know, the Comptroller shortened the period to get
all this done this year by about a week, and we
appreciate all their efforts to make that happen, so
that we can get an opinion done by the required due date
and, you know, I used to be on the other side of this
desk. 1 wasn"t always the person doing the auditing in
my past life, and 1 know it"s a full-time job kind of
managing an audit on top of doing their full-time job,
so 1°d really like to say an appreciation to everybody
for their assistance during the audit. So, with that,
111 turn it over to Alex to give an overview of what we

determined.

Alexander Sumners (0:04:00):

Thank you. So as Michael said, my name is Alex Sumners
and I am a Project Manager with the State Auditor®s
Office. This morning, we will be discussing the results
of our most recent financial audits at the Department.
We 1ssue two unmodified opinions as part of the audit,
one for the Department®s basic financial statements for
fiscal year 2024 and one for the Department®s Revenue
Bond Program financial statements for fiscal year 2024.

We determined that these financial statements were

Audit and Finance Committee Meeting 03/06/2025
Transcripts by loD Page 5 of 22



120 materially accurate and reported in accordance with

121 generally accepted accounting principles.

122

123 In other words, we determined that the statements as
124 i1ssued were not misleading to the readers of those

125 statements. Additionally, we concluded that the

126 Department Finance Division®s computation of

127 unencumbered fund balances complies with Texas

128 Government Code Section 2306.204 and 2306.205. We also
129 issued a report on the Department®s compliance with the
130 Public Funds Investment Act for the fiscal year ended
131 August 31, 2024. The results of that work disclosed no
132 issues of non-compliance or other matters that are

133 required to be reported under government auditing

134 standards.

135

136 Prior to the fiscal year 2024 financial statements audit
137 work, we also issued an unmodified or clean opinion on
138 the Department"s Fiscal Year 2023 Financial Data

139 Schedule, as it related to the fiscal year 2023 basic
140 TfTinancial statements.

141

142 Additionally, we performed agreed-upon procedures and

143 determined that the electronic submission of certain

Audit and Finance Committee Meeting 03/06/2025
Transcripts by loD Page 6 of 22



144

145

146

147

148

149

150

151

152

153

154

155

156

157

158

159

160

161

162

163

164

165

166

167

information to the US Department of Housing and Urban
Development™s Real Estate Assessment Center agreed with
related hard copy documents and HUD accepted the

Department®™s submission in October.

Lastly, 1 would like to thank the Financial
Administration and Accounting departments and Mr. Scott
in the Internal Audit for their assistance and
cooperation throughout this audit. That concludes my
comments, and 1*d be happy to address any questions that

you have.

Ajay Thomas (0:06:04):
Thank you, Mr. Sumners, Mr. Clayton. Do any of the
committee members have any questions regarding the SAO"s

report today?

Leo Vasquez (0:06:12):

I kind of have a general question.

Ajay Thomas (0:06:16):

Member Vasquez.
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Leo Vasquez (0:06:18):
So, assuming numbers match up our numbers, and then what
gets sent to HUD, for instance. Is there any way that

we can actually mess this up?

Alexander Sumners (0:06:32):
Not that 1*m aware of. Unless a number gets entered
wrong but, you know, we have our own processes to make

sure that things are entered correctly, so.

Michael Clayton (0:06:42):
And 1 think that"s a trick question, right? There"s

always somebody --

Alexander Sumners (0:06:46):

Yeah.

Michael Clayton (0:06:44):

-- how 1t"s easy for somebody to -- excuse the
expression -- fat finger something, as we say in the
auditing profession, but you know, I think the

likelihood of that is -- is --
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Alexander Sumners (0:06:51):

Yeah.

Michael Clayton (0:06:51):
-— very low in the grand scheme of things, from a risk

standpoint, so --

Alexander Sumners (0:06:54):

Yeah.

Leo Vasquez (0:06:56):

And you all might not have seen or been searching is
there any risk points for fraud or, you know, just
intentional misreporting of things? Just because

there®s so many checks and balances --

Alexander Sumners (0:07:10):

Yeah.

Leo Vasquez (0:07:10):

There®s almost -- how can you do that?
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Alexander Sumners (0:07:12):

Yeah. 1"m not aware of any off the top of my head, but

Michael Clayton (0:07:16):
Well, you know, there is always a risk and we are

required by --

Alexander Sumners (0:07:19):

Yeah.

Michael Clayton (0:07:19):
-- auditing standards to actually consider those risks.
And, you know, if we think there®s a significant risk to

put some procedures in place --

Alexander Sumners (0:07:24):

Yeah.

Michael Clayton (0:07:25):
-- specifically, to -- to address those. But, you know,
as you say, with the controls In place and segregation

of duties, it would almost take collusion, which is --
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Alexander Sumners (0:07:33):

Yeah.

Michael Clayton (0:07:32):

-— quite honestly, very difficult for auditors to find.

Leo Vasquez (0:07:35): Yeah.

Okay. Great. Thanks.

Ajay Thomas (0:07:38):
Thank you. Thank you, Member Vasquez. Member Conroy,

any -- any questions from you?

Cindy Conroy (0:07:46):

None.

Ajay Thomas (0:07:46):

Thank you. 1 just want to make one comment, Mr.
Clayton, addressing to your initial comments. | do want
to recognize staff for, you know, pulling together all
the information, being cooperative obviously with the
SAO"s efforts, with the abbreviated timeline and such.
I*ve now been on this board, it"s hard to believe, fTive

years and been on this committee for about that long a
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duration and 11l say I"ve always been so impressed with
the staff at TDHCA, and their ability to evolve and

adjust and meet any deadline.

And it"s just, it"s pretty awesome in -- iIn the state
government process. So, congratulations to all of them
and thank you for working with them, as efficiently and
diligently as you all do as well, and providing the
report to us. And so, | know that my colleagues on the
committee share that view and on the broader board as
well so thank you for that. No other questions. 1 will
now, at this point, ask for a motion to approve the
recommendation of the State Auditor®s Office report to

the full board later this -- later today.

Cindy Conroy (0:08:50):
I know, but 1 don"t have my notes to -- I so move.

First --

Ajay Thomas (0:08:56):
I have a -- | have a motion to approve the

recommendation --
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Cindy Conroy (0:09:00):

Motion to approve.

Ajay Thomas (0:09:01):

-— from Member Conroy. Do I have a second?

Leo Vasquez (0:09:04):

Second.

Ajay Thomas (0:09:05):

Second by Member Vasquez. All in favor say aye.

All Board Members (0:09:06):

Aye.

Ajay Thomas (0:09:06):

Aye. Motion passes. Moving to our report items. The
first report item is the presentation and discussion of
the Internal Audit Report of Amy Young Barrier Removal

Program, and it will be presented by Mr. Scott.

Mark Scott (0:09:22):

Thank you.
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Ajay Thomas (0:09:23):

Mark.

Mark Scott (0:09:24):

Yes. The Amy Young Barrier Removal program was
identified during the fiscal year 2025 risk assessment
and rated high on the risk assessment matrix due to lack
of recent audits of the program and its importance in
helping low-income individuals with disabilities to live
in a safe and hazard-free home. Our scope for this
audit included a review of the applicable Texas
administrative codes, program manual, and program SOPs,
and internal controls related specifically to the AYBR
program. We also conducted interviews with several key
program staff and performed testing and analysis of the
operation of the program from the approval process of
the administrators to approval and funding of individual

projects.

The program is reimbursement, so that funds are paid
after projects are complete. In this audit, we randomly
selected six administrative files from a total of 54
active administrators who serve different counties in

Texas and eight applicants®™ files from a total of 73
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applications that were approved and/or funded during
fiscal year 2024. The selected samples were reviewed
and tested for accuracy, completeness, and compliance
with applicable rules. Based on our review and testing,
the Amy Young Barrier Removal Program seems to be
operating effectively in assisting low-income Texans to
live in safe and hazard-free homes. We had no findings

for this program. It was a clean audit.

Ajay Thomas (0:11:00):

As always, excellent news. Thank you for that report,
Mr. Scott. Any questions or comments from members for
the report you heard today about the program? Hearing

none. 1| just had one question, Mr. Scott.

Mark Scott (0:11:13):

Sure, sir.

Ajay Thomas (0:11:13):

So, the program was initially In its form and it"s been
around for quite some time, about a decade or so. |Is
this the first time that we"ve gone through a random

audit, or is --
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Mark Scott (0:11:25):

It"s the first time 1"ve audited it. There were some
interesting issues with the program before Abigail took
it over. All the programs I audited for her, it"s -- we

don"t have any findings so.

Ajay Thomas (0:11:41):
Generally, which iIs a good thing. Abigail®s programs

tend to be boring, so it"s a good -- it"s a good thing.

Mark Scott (0:11:45):

Abigail Bishop. Yeah.

Ajay Thomas (0:11:47):

Appreciate that. Well, very good. |If there®s no other
comments or questions regarding this report, we"ll move
on to the next report item on today"s agenda, which is
the report on the status of the External and Internal
Audit activities. Mr. Scott will be presenting this

report to us as well.

Mark Scott (0:12:05):
Thank you. Yes. As just presented, the SAO completed

the audit of the TDHCA financial statements, along with
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the financial statement portion of the statewide audit,
which included TDHCA. Both resulted in unqualified or
clean opinions. The Federal compliance component of the
statewide audit was conducted by CliftonLarsonAllen,
CLA. CLA had audited as major programs; Low Income Home
Energy Assistance Program, LIHEAP; Emergency Rental
Assistance, ERA, and Homeowner Assistance Fund, HAF, and
did follow-up work this year to clear prior year-"s

findings.

All the prior year findings were corrected/cleared and
for this year, they had minor findings on LIHEAP and the
HOME program which the agency is working on now. Just
to note just in case some people aren®t familiar with
this, major program designation for single audits is
determined based on program size and risk. They have a
a model they use to pick them. The key compliance
requirements tested for single audits typically include
activities allowed or unallowed, allowable cost
principles, eligibility matching, level of effort,
earmarking, period of performance, subrecipient
monitoring, cash management and others. These

guidelines are in the OMB compliance supplement and the
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CLA audit provides good assurance over the federal

funds.

Also, there"s follow-up work done on the SAO audit of
the procurement of TRR contracts and all the prior year
findings have been cleared. There"s still some review
work by Federal OIG in process. On the Internal Audit
activities, on the audit plan for 2025, as noted, we
completed the Amy Young Barrier Removal Program audit.
We started the audit of The Davis-Bacon Act activities
and the audit of Rent Approval processes. The strategy
was basically to get the small internal audits done
while the external audits were being finished. And then
we" 1l tackle the bigger audits on the plan, like real
estate analysis and the single-family mortgage revenue
bonds processes. That concludes my presentation. 1711

be happy to answer any questions there may be.

Ajay Thomas (0:14:19):

Well, certainly a lot of information. Thank you, Mr.
Scott, for that thorough report. So, from my
perspective, clean audit, no problems. Internal,

external reports, all good.
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431 Mark Scott (0:14:33):

432 Correct. The -- well on the -- on the -- there®s some
433 new Findings on the CLA audit but --

434

435 Ajay Thomas (0:14:38):

436 Right. That"s routine. Definitely.

437

438 Mark Scott (0:14:39):

439 Yeah. Just routine stuff, yeah.

440

441 Ajay Thomas (0:14:41):

442 We"l1l1 find new things and try to mitigate those and --
443 and such.

444

445 Mark Scott (0:14:43):

446 But the -- but the prior year"s findings were clear.
447

448 Ajay Thomas (0:14:45):

449 Excellent. Any questions from any members on Mr.

450 Scott"s latest report?

451

452 Leo Vasquez (0:14:51):

453 | have a quick question. Right before you got to your

454 statement on Internal Audit activities towards the end,
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you“ve muttered something about -- oh, and there"s still

some other things --

Mark Scott (0:15:04):

Yeah.

Leo Vasquez (0:15:06):

-- by OIG, that -- HUD-0OIG that"s being looked at.

Mark Scott (0:15:09):

Yeah. And okay. So, about a year or so ago, they sent
us a letter saying they were going to audit that program
and they"ve been -- -- 1 haven™t seen any indication
that they finished and my understanding is they"re going
to finish in a few months. | haven®t gotten any update

on their findings. From them.

Leo Vasquez (0:15:33):

Were there any initial findings that --

Mark Scott (0:15:36):
Well, as we discussed a couple of years ago on that
rental assistance there was all kinds of recipient

fraud... type stuff.
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Leo Vasquez (0:15:45):

Okay. Okay. But not on our regular activities.

Mark Scott (0:15:50):

Not --

Leo Vasquez (0:15:52):

-- all straightforward?

Mark Scott (0:15:53):

Correct.

Leo Vasquez (0:15:54):

It"s -

Okay. All right. Just, just for those letters, OIG.

Ajay Thomas (0:15:59):

Not -- well — good, good to get clarification.

Mark Scott (0:16:02):

Yes, sir.
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Ajay Thomas (0:16:02):

Thank you, Member Vasquez. Any other questions for Mr.
Scott on this report? Hearing none, iIf there are no
other questions, then that concludes today®s business
and today®s meeting of the Audit and Finance Committee.
The meeting is officially adjourned at 9:47 a.m. Thank
you, everybody, for attending and we"ll be moving

shortly to our full board meeting. Thank you.

Mark Scott (0:16:24):

Thank you.
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