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I. Compliance with House Bill 16 (Texas Government Code, Section 2102.015):
Posting the Internal Audit Plan, Internal Audit Annual Report, and Other Audit
Information on Internet Website

In accordance with the provisions of House Bill 16, UT Permian Basin will post on its website the
approved Annual Internal Audit Report for fiscal year 2015 and the approved Audit Plan for
fiscal year 2016. The website address is http://www.utpb.edu/services/president's-
office/internal-audit.

Additional required information will be posted to this website, such as: a detailed summary of
the weaknesses, deficiencies, wrongdoings, or other concerns, if any, raised by the audit plan or
annual report; and a summary of the action taken by the agency to address concerns, if any,
that are raised by the audit plan or annual report.
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I. Compliance with the Benefits Proportionality Audit
Requirements for Higher Education Institutions

Rider 8, page IlI-39, the General Appropriations Act (84" Legislature, Conference Committee
Report), requires that higher education institutions conduct an internal audit during fiscal year
2016 of benefits proportional by fund, using a methodology prescribed by the State Auditor’s
Office. The rider requires that the audit examine appropriation years (AY) 2012 through 2014,
and be completed no later than August 31, 2016. To comply with Rider 8, a benefits
proportionality audit is included in UT Permian Basin’s FY 2016 annual audit plan.

An internal audit of the proportionality of higher education benefits process was conducted
during FY 2015 at the request of the Governor. The scope of the audit included benefits
funding proportionality for appropriation year (AY) 2013. Audit procedures were consistent
with the methodology prescribed by the State Auditor’s Office to comply with Rider 8, and
included review of source information obtained from the internal accounting system and the
State’s Uniform Statewide Accounting System (USAS), review of the benefits proportionality
reporting process, validation of the accuracy of information and proportional funding
calculations reported to the State Comptroller on the Benefits Proportionality by Fund Report
(APS 011), and testing to verify eligibility of employee benefits paid with appropriated funds.

Because AY 2013 was included in the prior year audit, the benefits proportionality audit
conducted during FY 2016 will include only AY 2012 and AY 2014. The results of the AY 2013
audit will be included in the resulting audit report, with a statement certifying that the
procedures followed were consistent with the methodology prescribed by the State Auditor’s
Office.
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Ill. Internal Audit Plan for Fiscal Year 2015

FY 2015 Audit Plan Report
Audit/Project Status Date Explanation
Financial
Annual Financial Report - FY 2014 Completed | 07/01/15
Annual Financial Report - Interim - FY 2015 Completed N/A Interim work only. No report issued.
Operational
Presidential Travel and Entertainment Expense Audit
FY - 2014 Completed N/A  JAssistance only. Report issued by UT System Audit Office.
Executive Travel and Entertainment Expense Audit - FY Completed shortly after fiscal year end. Substantially complete
2014 Completed | 09/21/15 |at 8/31/15.
Joint Admission Medical Program (JAMP) - FY's 2013
and 2014 Completed | 10/30/14
Cash Handling In progress In progress at fiscal year end.
Contract Management Rescheduled Rescheduled for FY 2016.
Donations Rescheduled Rescheduled for FY 2016.
Insufficient resources to be performed in fiscal year. Not
Human Resources Cancelled rescheduled for fiscal year 2016.
Insufficient resources to be performed in fiscal year. Not
Accounting Cancelled rescheduled for fiscal year 2016.
Insufficient resources to be performed in fiscal year. Not
Pro Cards Cancelled rescheduled for fiscal year 2016.
T}‘ompﬁa_nce
Segregation of Duties and Accounts Reconciliation
Monitoring Plan Completed | 04/02/15
Benefits Proportionality - FY 2013 Completed | 12/02/14
Bank Reconciliation and Journal Entry Approval Process|] Completed | 06/04/15
NCAA Academic Integrity Rescheduled Rescheduled for FY 2016.
State of Texas Single Audit Completed N/A Assistance only. Report issued by SAO.
Information Technology
Insufficient resources to be performed in fiscal year. Not
Social Media Cancelled rescheduled for fiscal year 2016.
Ongoing review of controls related to the PeopleSoft
UT Share Ongoing N/A  |implementation.
TAC 202 Completed | 04/30/15
Laptop and Tablet Inventory Completed | 04/16/15
I_'-'oﬂow-up
Follow-up on outstanding audit findings and
jrecommendations Ongoing N/A  |Follow-up performed on an ongoing basis.
Projects
Annual Audit Plan - FY 2016 Completed | 07/16/15
Annual Internal Audit Report - FY 2014 Completed | 10/31/14
Quality Assurance Review Activities Ongoing N/A
External Quality Assessment Ongoing N/A
Annual Audit Risk Assessment Completed | 07/16/15
Training provided by IA Ongoing N/A
Internal Audit Committee Ongoing N/A
Compliance Committee Ongoing N/A
Professional Organizations Ongoing N/A
UT System Projects/Requests Ongoing N/A
UT System Council Meetings Ongoing N/A
UT System - Performance Metrics Ongoing N/A
Coordination and Tracking of Outside Audits Ongoing N/A
TeamMate, website development/maintenance Ongoing N/A

Deviations from the Audit Plan

performed in fiscal year 2016.

There were several minor deviations from the original 2015 Audit Pian. Significantly, one staff auditor position was vacant for five months out of the
fiscal year, which was the primary reason for a reduced number of completed audits. In addition, three audits/projects were added to the audit plan
during the year. The Cash Handling audit was still in progress at year-end . Several other audits have been rescheduled at this time, to be
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IV. Consulting Services and Nonaudit Services Completed

N/A - No consulting or non-audit
services were performed in FY 2015
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The University of Texas of the Permian Basin
Annual Internal Audit Report for Fiscal Year 2015

VL. Internal Audit Plan for Fiscal Year 2016

The approved Fiscal Year 2016 audit plan is presented as required by the State Auditor's
Office guidelines: 1) The Contract Management audit addresses the subject of contract
management and other requirements of Senate Bill 20 (84th Legislature); 2) The Annual
Financial Report audit may address expenditure transfers, capital budget controls, or any
other limitation or restriction in the General Appropriations Act; 3) A list of risks ranked as high
that were identified, but have not been included in the Fiscal Year 2016 audit plan, is included
after the plan; and 4) A brief description of the risk assessment methodology used to develop
the plan, including consideration of risks applicable to information technology, is included as

well.
FY 2016 Audit Plan Original
Engagements Budget
Financial Audits and Projects
Annual Financial Report - FY 2015 100
Annual Financial Report - Interim Procedures - FY 2016 40
UTS 142.1 - Monitoring Plan and Segregation of Duties - FY 2015 160
Financial Subtotal 300

Operational Audits and Projects
Presidential Travel and Entertainment Expense - FY 2015 10
Executive Travel and Entertainment Expense - FY 2015 240
Donations 240
Contract Management 400
Grants Management/Time and Effort 360

Operational Subtotal 1250
Compliance Audits and Projects
Benefits Proportionality - FY's 2012, 2013 and 2014 400
State of Texas Federal Single Audit 20
NCAA - Academic Integrity 240

Compliance Subtotal 660
Information Technology Audits and Projects
TAC 202 System Security - FY 2015 240
UT Share - UT System 40

Information Technology Subtotal 280
Follow Up
Follow-up on outstanding audit findings and recommendations 180
Follow Up Subtotal 180
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FY 2016 Audit Plan Original
LS Engagements Budget
Development - Operations
Annual Risk Assessment and Audit Plan 240
Annual Internal Audit Report - FY 2015 40
Internal Quality Assurance Activities 40
Training Provided by Internal Audit 20
Internal Audit Committee 160
Compliance Committee 10
TeamMate, IDEA, website development/maintenance 80
Performance Metrics - UT System 20
Other Required Work - UT System 60
Outside Audit Coordination/Tracking 80
Development - Operations Subtotal 750
Development - Initiatives and Education
UT System Council Meetings 40
Professional Organizations 20
Continuing Professional Education 120
Other Training 120
Development - Initiatives and Education Subtotal 300
Reserve
Special Requested Audits / Consulting Projects 360
Reserve Subtotal 360
Total Budgeted Hours 4080
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Risk

Athletics

Implementation of football and expansion of other
sports is not successful.

Gender equity is not maintained in programs,
services and support for student athletes.

Ongoing staff training on Title IX compliance is
not provided with regard to athletics/NCAA.

Business Affairs

Proper controls over accounts payable and other
disbursements are not implemented.

Sexual harassment claims are not properly
investigated and reported.

Employee training and procedure updates
regarding Title IX compliance are not provided.

Information is not disseminated to staff and
students regarding Title IX compliance.

Environmental Health & Safety

Emergency mitigation measures, response
procedures, and training of staff are not current or
have not been implemented.

Human Resources

Benefit and compensation levels are not
commensurate with local job market and cost of
living.

Effective and relevant training and individual
development is not provided to faculty and staff on
an ongoing basis.

Research, Planning, and Effectiveness

Inaccurate reporting to the THECB and to UT
System with new system in PeopleSoft, which is in
testing phase, and which is not yet providing
accurate reports, and is expected to be
implemented in FY 2016.

Explanation/ Mitigation

Non audit and compliance issue. Rely
upon management oversight

Rely upon compliance monitoring and
management oversight.

Rely upon compliance monitoring and
management oversight.

Reply upon outside audits of financial
statements

Rely upon compliance monitoring and
management oversight.

Rely upon compliance monitoring and
management oversight.

Rely upon compliance monitoring and
management oversight.

Rely upon management oversight

Non audit and compliance issue. Rely
upon management oversight

Rely upon management oversight

Rely upon management oversight

Internal Audit
Action

None in FY 2016

None in FY 2016

None in FY 2016

None in FY 2016

None in FY 2016

None in FY 2016

None in FY 2016

None in FY 2016

None in FY 2016

None in FY 2016

None in FY 2016
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Risk Explanation/ Mitigation Internal Audit
Action

~ Institutional Research, Planning, and Effectiveness

Inaccurate reporting to the Federal government Rely upon management oversight None in FY 2016
(Integrated Post-Secondary Educational Data

System - IPEDS) with new system in PeopleSoft,

which is in testing phase, and which is not yet

providing accurate reports, and is expected to be

implemented in FY 2016.

IRD

Connection with network is interrupted due to fire ~ Rely upon management oversight None in FY 2016
or some other event at the CEED Communication

Room, eliminating services at Midland campus and

eliminating backup capability for Odessa campus.

Communications link between Midland and Rely upon management oversight None in FY 2016
Odessa campuses is damaged or severed.

Operations at the Data Center will be interrupted Rely upon management oversight None in FY 2016
due to water leakage.

President's Office

Funding requirements for both current and future Rely upon management oversight None in FY 2016
needs are not attained.

Strategic plans and organizational goals and Rely upon management oversight None in FY 2016

objectives are not properly aligned and not updated
on a regular basis.

Provost-VP of Academic Affairs

Website and social media procedures, controls and ~ Rely upon management oversight None in FY 2016
information are not current and are not utilized to
its fullest extent to maximize the image of the

university.

Purchasing

Procurement cards are misused. Rely upon management oversight None in FY 2016
REACH

Online courses are not effectively offered or Rely upon management oversight None in FY 2016

maintained resulting in a loss of additional students
and/or an actual decrease in overall online
enrollment.

Student Services

Notices of acceptance letters and financial aid Rely upon management oversight None in FY 2016
packages are not transmitted in a timely manner.
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VI. Risk Assessment Methodology

The FY Audit Plan indicates planned internal audit activities that will be performed during the
fiscal year. This Plan is prepared using a risk-based approach to ensure that areas and activities
specific to UT Permian Basin are identified for consideration to be audited.

In conjunction with the FY 2016 Audit Plan, the UT System Audit Office initiated a pilot risk
assessment process for each of its member institutions. The goals for this common risk
assessment approach were to start at the top with an awareness of critical initiatives and
objectives to ensure the risks assessed were the most relevant. The assessment process was
standardized by creating common terms and criteria, enabling trending of risk and Systemwide
comparisons. An emphasis was placed on collaboration with other functions that assess,
handle, or manage risk. Information Technology risks represent a broad, high-risk category in
our risk assessment and includes specific information technology risks related to Title 1, Texas
Administrative Code, Chapter 202. Information Security Standards (TAC 202). An audit of
compliance with TAC 202 requirements was initiated in FY 2014 and completed in FY 2015.
Another biennial audit of TAC 202 compliance is included in the FY 2016 Audit Plan.

The risk assessment approach was based on a top-down process that included conversations
with, and requests for input from executive management, deans, and department heads. Risk
factors evaluated were likelihood, vulnerability, and impact to the achievement of the
objective. UT System will evaluate this pilot process and will continue to develop and
strengthen it in the upcoming years.

The resulting Risk Assessment for 2016 was discussed with the Audit Committee at its July 2015
meeting, and was subsequently approved as part of the 2016 Audit Plan.
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VIl. External Audit Services Procured in Fiscal Year 2015

While no external audit services were procured by UT Permian Basin during Fiscal Year 2015,
other audits are annually performed by outside agencies, and include the following for FY 2015:

The public accounting firm, Deloitte Touche LLP, conducted audit procedures related to
the FY 2014 Annual Financial Report and interim procedures for the audit of the FY 2015
Annual Financial Report.

The Texas State Auditor’s Office completed its work on an audit of Student Financial
Assistance as part of the FY 2014 Federal Single Audit (A-133) for the State of Texas.

The UT System Audit Office reviewed the President’s travel and entertainment expenses
as part of their Presidential Travel and Entertainment Expense audit for FY 2014.

A review of UT Permian Basin’s emergency management program was conducted by the
UT System Office of Risk Management.

VIIl. Reporting Suspected Fraud and Abuse

The following actions were taken by the University of Texas of the Permian Basin to implement

the following requirements:

Fraud Reporting - Section 7.09, General Appropriations Act (84th Legislature, Conference
Committee Report), Article IX.

Sec 7.09 Fraud Reporting. A state agency or institution of higher education appropriated funds
by this Act, shall use appropriated funds to assist with the detection and reporting of fraud

involving state funds as follows:

(a) By providing information on the home page of the entity’s website on how to report

suspected fraud, waste, and abuse involving state resources directly to the State
Auditor’'s Office. This shall include, at a minimum, the State Auditor’s Office fraud
hotline information and a link to the State Auditor’s Office website for fraud reporting;
and

(b) By including in the agency or institution’s policies information on how to report

suspected fraud involving state funds to the State Auditor’s Office.
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UT Permian Basin has a link for reporting fraud, waste, and abuse at the University’s home
page, www.utpb.edu, which provides a direct link to the State Auditor’s fraud website and

hotline.
Coordination of Investigations - Texas Government Code, Section 321.022.

Sec. 321.022. Coordination of Investigations.

(a) If the administrative head of a department or entity that is subject to audit by the state
auditor has reasonable cause to believe that money received from the state by the
department or entity may have been lost, misappropriated, or misused, or that other
fraudulent or unlawful conduct has occurred in relation to the operation of the
department or entity, the administrative head shall report the reason and basis for the
belief to the state auditor. The state auditor may investigate the report or may monitor
any investigation conducted by the department or entity.

(b) The state auditor, in consultation with state agencies and institutions, shall prescribe
the form, content, and timing of a report required by this section.

(c) All records of a communication by or to the state auditor relating to a report to the state
auditor under Subsection (a) are audit working papers of the state auditor.

UT Permian Basin complies with this requirement, as applicable, in conjunction with the UT
System Policy UTS118, Statement of Operating Policy Pertaining to Dishonest or Fraudulent
Activities, located at www.utsystem.edu/bor/procedures/policy/policies/uts118.
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