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1. U. T. System:  Discussion of Sarbanes-Oxley Act of 2002 
 
 

PURPOSE 
 
The Chancellor recommends that U. T. System work toward voluntarily 
complying with elements of the Sarbanes-Oxley Act of 2002 (Act). 
 
 

KEY POINTS/ POLICY ISSUES 
 
The National Association of College and University Business Officers is 
currently producing an advisory report entitled “The Sarbanes-Oxley Act 
of 2002: Recommendations for Higher Education”.  The document highlights 
eight areas that have relevance to U. T. System operations. 
 
Development of a formal action plan for this initiative and the staffing of a 
coordinating function can be completed, if begun almost immediately, by 
September 1, 2003.  If that is accomplished, U. T. System could expect to certify 
the August 31, 2003, financial statements and present audited U. T. System 
Consolidated Financial Statements for the year ending August 31, 2004, with both 
Chief Administrative Officer (CAO) and Chief Financial Officer (CFO) certification.  
Internal control certification by the CAO, CFO, and the external auditor could be 
expected for the year ending August 31, 2005. 

 
 

BACKGROUND INFORMATION 
 
Compliance with the Sarbanes-Oxley Act of 2002 offers a unique opportunity for 
U. T. System to enhance its efforts to demonstrate a commitment to integrity in 
financial operations and the reporting of financial information.  Congress passed 
the Act in response to a lapse in integrity in senior management in publicly held 
corporations and includes what is now considered the “best practice” in the field 
of effective stewardship of funds entrusted to an organization by those outside 
the organization.  While the Act is not directly applicable to U. T. System since 
it is not a publicly held corporation, voluntary implementation of relevant parts  
of the Act would demonstrate to U. T. System's stakeholders - the Texas 
Legislature, the federal government, bond holders, citizens, and donors -  
an increased level of accountability for actions and reliability of information. 
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2. U. T. System:  Recommend approval of the Audit, Compliance, and 

Management Review Committee Charter 
 
 

RECOMMENDATION 
 
The Chancellor and the Chief Audit Executive and System-wide Compliance 
Officer recommend the Audit, Compliance, and Management Review Committee 
approve the proposed charter set forth on Pages 98 -102. 

 
BACKGROUND INFORMATION 

 
The Audit, Compliance, and Management Review Committee is a new standing 
committee of the Board of Regents. The proposed Charter identifies responsibilities 
of the Committee and is broken into six categories: role, membership, reporting, 
education, authority, and responsibilities. 
 
We anticipate that the Charter will need to be reviewed quarterly as the Sarbanes-
Oxley Act guidance and the audit environment continue to change.  
 
The proposed Charter has been reviewed by Vice Chancellor and General Counsel 
Godfrey. 
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3. U. T. System:  Report on the Hogg Foundation for Mental Health 

 
 

REPORT 
 
The Office of Academic Affairs issued a report dated May 6, 2003, entitled 
"Review of the Hogg Foundation for Mental Health".  Executive Vice Chancellor 
Sullivan and Dr. Kerker will discuss the review and recommendations with the 
Audit, Compliance, and Management Review Committee.   
 
The report was provided to members of the U. T. Board of Regents at an earlier 
date.  The executive summary of the report is included on Pages 104 - 105. 
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4. U. T. System:  Report on the System-wide audit activity (red, yellow, 

green project) 
 

 
REPORT 

 
The third quarter activity report on the status of outstanding significant audit 
recommendations is set out on Pages 107 - 110.  Additionally, a list of other audit 
reports that have been issued by the System-wide audit program follows on 
Pages 111 - 124. 
 
There are two types of audit findings/recommendations:  reportable and significant.  
A "reportable" audit finding/recommendation should be included in an audit report if 
it is material to the operation, financial reporting, or legal compliance of the audited 
activity, and the corrective action has not been fully implemented. "Significant" 
audit findings/recommendations are reportable audit findings/recommendations 
that are deemed significant at the institutional level by the component internal audit 
committee or their designee.  Significant audit findings/recommendations are 
submitted to and tracked by the System Audit Office.  Quarterly, the chief business 
officers are asked for the status of implementation.  A summary report is provided 
to the U. T. System Audit, Compliance, and Management Review Committee of the 
U. T. Board of Regents.  









  
 125 

 
 
5. U. T. System:  Report on the 2004 Audit Plan process 

 
 

REPORT 
 
Ms. Andrea Marks, Director of Internal Audit of The University of Texas Health 
Science Center at San Antonio, and Mr. Richard Dawson, Director of Auditing 
and Consulting Services of The University of Texas at San Antonio, will present 
the process for developing the 2004 University of Texas System-wide Audit 
Plan (Audit Plan), which is a blueprint of the internal audit activities that will be 
performed by the internal audit function throughout The University of Texas 
System. The process is set forth on Page 126.  Individual audit plans are 
prepared at each component and approved by the component Internal Audit 
Committee in July and August.   
 
The Chief Audit Executive provides direction to the internal audit directors prior 
to the preparation of the audit plans and provides formal feedback through 
conducting "audit hearings" with each component.  The process of preparing 
the audit plans includes identifying those areas considered to be specific to 
each component that are considered to be the most important and ensuring 
that activities with the greatest risk are audited.   
 
The efforts of the internal audit function continue to expand into areas other 
than the performance of traditional audits.  Examples of added services include 
consulting services and management audits in the institutions' core business 
processes.   
 
The Audit Office is beginning the process of preparing the 2004 Audit Plan.  
The Committee will be asked to approve the Audit Plan in September 2003. 
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6. U. T. System:  Report on Information Technology Security Initiative 

 
 

REPORT 
 
Ms. Kristi Fisher, System-wide Compliance Supervisor, will make a PowerPoint 
presentation on current U. T. System information technology security initiatives, 
including the Chancellor's Information Technology Vulnerability Assessment and 
Assurance Initiatives and the Long-Range Information Technology Security 
Initiative (Pages 128 - 129).  The System Audit Office and the audit function at 
each component institution are providing assurance services and are heavily 
involved in these initiatives. 
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7. U. T. System:  Report on System-wide compliance program status 

 
 

REPORT 
 
Mr. Charles Chaffin will report on the third quarter activity report on the System-
wide Compliance function as presented on Pages 131 - 133.  An activity report is 
reported to the Audit, Compliance, and Management Review Committee of the 
Board of Regents on a quarterly basis.  
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8. U. T. System:  Report on UTIMCO compliance initiative and (revised) 

2003 Action Plan to enhance Institutional Compliance 
 
 

REPORT 
 
Mr. Charles Chaffin will report on modification of the System-wide Compliance 
program to include The University of Texas Investment Management 
Company (UTIMCO).  This change required modification of the 2003 Action 
Plan to Enhance Institutional Compliance (2003 Action Plan), as set forth on 
Pages 135 - 141. 
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