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Finance Commission Members and  

Audit Committee Members 
Department of Savings and Mortgage Lending 
Austin, Texas 
 
We performed procedures to determine the effectiveness and efficiency of the Department of Savings and 
Mortgage Lending’s (SML) internal control structure over the Legal & Enforcement Area (the Area); and, 
its compliance with applicable Texas Finance Code chapters, Texas Administrative Code rules, and the 
Area’s established policies and procedures, for the 7 months ended March 31, 2022. 
 
The results of our tests disclosed that SML’s internal control structure over the Area were generally adequate 
and no material instances of noncompliance were noted; however, we did identify certain matters that are 
included as observations in this report, that are opportunities for strengthening internal controls and ensuring 
compliance with state requirements and SML’s established policies and procedures.  
 
We have discussed the observations and recommendations from the audit of the Area with various SML 
personnel, and will be pleased to discuss them with you in further detail. 
 
This report also includes all information required to comply with the State of Texas Internal Audit Annual 
Report requirements. 
 

 
 
May 24, 2022 

                    1
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INTRODUCTION 
 
The Department of Savings and Mortgage Lending (SML) was originally established as the Savings and Loan 
Department, a regulatory body, to regulate the state’s thrift industry.  The 58th and 73rd Legislatures enacted the 
Texas Savings and Loan Act; and, the Texas Savings Bank Act, respectively, for the chartering, regulation, 
examination and supervision of state-chartered savings banks and savings and loan associations.  With the 
enactment of the Mortgage Broker License Act by the 76th Legislature, in the late 1990s, SML was also tasked with 
regulating the state’s mortgage industry.  SML’s regulatory authority over the state’s mortgage industry has 
expanded with a series of additional acts that were enacted by subsequent Legislatures. 
 
The Finance Commission appoints the SML Commissioner, who serves as the chief executive officer of the agency; 
and, executes the Finance Commission’s orders and direction.   
 
SML was granted Self-Directed, Semi-Independent (SDSI) status in the 81st Legislative Session.  As an SDSI 
agency, SML is not required to have its budget approved by the Legislature; instead, the Finance Commission 
is responsible for setting SML’s spending authority or limits.  SML’s entire operating funds are generated 
from fees assessed to regulated entities and are used to fund both, direct and indirect costs.  General revenue 
funds are not used to support SML’s operations. 
 
SML’s mission is “to supervise and regulate the residential mortgage lending and state savings industries in order 
to protect Texans, provide a healthy residential mortgage lending environment, and maintain safe and sound savings 
banks and savings associations.” 
 
SML’s primary goals and objectives are as follows: 
 

1. Thrift Industry Regulation: Examine, monitor, and enforce the safe and sound operations of state-
chartered savings institutions and their compliance with applicable state and federal statutes and 
regulations. 

 
2. Mortgage Industry Regulation: Ensure timely and efficient licensing, registration, and examination of 

mortgage originators through fair, responsible, comprehensive regulation and enforce regulatory 
requirements. 

 
3. Consumer Responsiveness: Ensure that complaints are timely and efficiently completed. 
 

2022 Internal Audit Plan 
 
Following is the internal audit and other functions performed, as identified in SML’s Internal Audit Plan for Fiscal 
Year 2022, dated November 19, 2021, and approved by the Audit Committee and Finance Commission on 
December 17, 2021: 
 

• Fiscal Year 2022 Risk Assessment & Preparation of the 2022 Internal Audit Plan 
• Legal & Enforcement Area Audit 
• Preparation of the 2022 Internal Audit Annual Report 
• Other Tasks 

 
This report contains the results of our audit of the Legal & Enforcement Area; and, meets the State of Texas Internal 
Audit Annual Report requirements. 
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INTERNAL AUDIT OBJECTIVES 
 
In accordance with the International Standards for the Professional Practice of Internal Auditing, the audit 
scope encompassed the examination and evaluation of the adequacy and effectiveness of SML’s system of internal 
control and the quality of performance in carrying out assigned responsibilities.  The audit scope included the 
following objectives: 
 

⚫ Reliability and Integrity of Financial and Operational Information – Review the reliability and 
integrity of financial and operating information and the means used to identify, measure, classify, and report 
such information. 

 
⚫ Compliance with Policies, Procedures, Laws, Regulations, and Contracts – Review the systems 

established to ensure compliance with those policies, procedures, laws, regulations, and contracts which 
could have a significant impact on operations and reports, and determine whether the organization is in 
compliance. 

 
⚫ Safeguarding of Assets – Review the means of safeguarding assets and, as appropriate, verify the existence 

of such assets. 
 

⚫ Effectiveness and Efficiency of Operations and Programs – Appraise the effectiveness and efficiency 
with which resources are employed. 

 
⚫ Achievement of the Organization’s Strategic Objectives – Review operations or programs to ascertain 

whether results are consistent with established objectives and goals and whether the operations or programs 
are being carried out as planned. 
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I. Compliance with Texas Government Code 2102:  Required Posting of Internal Audit Information 
 

To comply with the provisions of Texas Government Code, 2102.015 and the State Auditor’s Office 
guidelines, within 30 days after approval by the Finance Commission, SML will post the following 
information on its website: 

 
• An approved fiscal year 2023 audit plan, as provided by Texas Government Code, Section 

2102.008. 
 

• A fiscal year 2022 internal audit annual report, as required by Texas Government Code, 
Section 2102.009. 

 
The internal audit annual report includes any weaknesses, deficiencies, wrongdoings, or other concerns 
raised by internal audits and other functions performed by the internal auditor as well as the summary of the 
action taken by SML to address such concerns. 

 
 
II. Consulting and Nonaudit Services Completed 
 

The internal auditor did not perform any consulting services, as defined in the Institute of Internal Auditors’ 
International Standards for the Professional Practice of Internal Auditing or any non-audit services, as 
defined in the Government Auditing Standards, 2018 Revision, Technical Update April 2021, Sections 
3.64-3.106. 

 
 
III. External Quality Assurance Review 
 

The internal audit department’s most recent Peer Review Report, dated December 15, 2021, indicates that 
its system of quality control has been suitably designed and conforms to applicable professional standards 
in all material respects. 

 
 
IV. Internal Audit Plan for Fiscal Year 2022 
 

The approved Internal Audit Plan (Plan) included one audit to be performed during fiscal year 2022.  The 
Plan also included other tasks as may have been assigned by the Finance Commission or Audit Committee; 
and, preparation of the Internal Audit Annual Report for fiscal year 2022. 

 
Risk Assessment 

 
Utilizing information obtained through the completed questionnaires received and background information 
reviewed, 12 areas were identified as potential audit topics.  A risk analysis utilizing 8 risk factors was 
completed for each individual audit topics and then compiled to develop an overall risk assessment. 
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Following are the results of the risk assessment performed for the 12 potential audit topics identified: 
 

HIGH RISK MODERATE RISK LOW RISK 
Mortgage Examinations  

Legal and Enforcement 

Thrift Examinations 

Thrift Supervision and Compliance 

 

Revenue Accounting Process 

Mortgage Licensing and Registration 

Management Information Systems [(MIS) 
Includes Disaster Recovery Plan] 

Payroll and Human Resources 

 

Financial Reporting (Includes Fixed 
Assets & Travel) 

Procurement/ Contract Management/ 
HUB 

Consumer Protection 

Records Management 

 
In the prior 3 years, the following audits and functions were performed by the internal auditor: 

 
Fiscal Year 2021: 

• Risk Assessment & Preparation of the Internal Audit Plan 
• Procurement/Contract Management/HUB Audit 
• Follow-Up of the Prior Year Internal Audits 
• Preparation of the Internal Audit Annual Report 

 
Fiscal Year 2020: 

• Risk Assessment & Preparation of the Internal Audit Plan 
• Records Management Audit 
• Follow-Up of the Prior Year Internal Audits 
• Preparation of the Internal Audit Annual Report 

 
Fiscal Year 20191: 

• Risk Assessment & Preparation of the Internal Audit Plan 
• Information Technology Change Management Program Audit 
• Follow-Up of the Prior Year Internal Audits 
• Preparation of the Internal Audit Annual Report 

 

 
1 Performed by McConnell & Jones LLP 



DEPARTMENT OF SAVINGS AND MORTGAGE LENDING 
Internal Audit Annual Report 
Fiscal Year 2022 
 

6 

The internal audit and other tasks performed for fiscal year 2022 were as follows: 
 

Report No.  Audits/Report Titles  Report Date 

1.  Legal & Enforcement Audit  5/24/2022 

 

 Objective: To determine whether SML’s policies and procedures and 
internal controls in place over the Legal & Enforcement Area (the Area) 
provide reasonable assurance that applicable state and federal laws and 
regulations are being administered and enforced over regulated industries 
within its jurisdiction; and, that internal controls are operating 
effectively. 

 

 

 

1. 

 Internal Audit Annual Report 
 

Includes all reported audit results for Fiscal Year 2022. 

 5/24/2022 

     

- 
 Other Tasks Assigned by the Finance Commission or the Audit 

Committee 
 None 
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V. Executive Summary 
 

Legal & Enforcement 
 

BACKGROUND 
 

The Legal & Enforcement Area (the Area) consists of the General Counsel who reports to the 
Commissioner, 2 Attorneys, a Legal Assistant, and a Legal Secretary. The Area is responsible for enforcing 
applicable Finance Code chapters and Texas Administration Code rules relating to regulation of thrift and 
mortgage industry through enforcement actions taken against licensed and unlicensed individuals and 
entities.  

 
The following are significant additions to the Finance Code that took effect in fiscal year 2022: 

• Finance Code Chapter 156, Subchapter G, Mortgage Grant Fund (effective 9/1/2021) – establishes 
the Mortgage Grant Fund, funded by excess residential mortgage loan originator recovery fund fees. 

 
• Finance Code Chapter 159, Wrap Mortgage Loan Financing (effective 1/1/2022) – provides 

licensing and registration requirements to the financing of residential real estate purchases by means 
of a wrap mortgage loan, and authorizes an administrative penalty. 

 
Enforcement Referral Intake 
The most common types of referrals received by the Area relate to mortgage examinations and consumer 
complaints, followed by the Recovery/Grant Fund Reimbursement Claims, and appeals for the denial of 
license application or renewal. Cases referred to the Area are first received by the Legal Secretary to perform 
the following functions: 

a. Ensure all documents required for a referral are received, and save them electronically in an 
Enforcement case file within the agency shared drive. Required documents include: 

• Mortgage Examinations – A copy of the Report of Examination (ROE) and the 
Administrative Action Request (AAR), signed by the Director of Mortgage Regulation, and 
inclusive of the administrative order type, violation citation(s), and administrative penalty 
calculation. 

• Consumer Complaints and Recovery/Grant Fund Reimbursement Claims – Investigation 
Report that includes a clear recommendation, and signed by the investigator. 

• License Denial – License denial file and the applicant’s timely request for a hearing. 

b. Open an Enforcement case in Semarca, an agency-wide information database, that centrally stores 
and tracks a wide array of information related to regulated entities. Information entered into 
Semarca includes the referral received date, referral type, and descriptive notes. Many fields in 
Semarca are pull-down menus that allow standardized data entry. 

c. Identify documents in the shared drive that are subject to records retention, and, as necessary, add 
a copy to the ApplicationXtender (AppX), a document imaging and management system. 

d. Add the case to the Legal Tracker Excel spreadsheet (Tracker), which is used by the Area staff as a 
case management log. 

Information in the enforcement case file, Semarca, AppX, and Tracker is updated frequently, as new data 
is obtained by Enforcement staff. 
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Enforcement Actions 
Most Enforcement cases referred to the Area result in the Area issuing one of the following: 

• Advisory Letter – may be issued for less serious violations in lieu of formal disciplinary action 
based on specific factors determined by the Area. 

• Agreed Order – issued when SML and the Respondent agree on terms. The Respondent signs the 
agreed order denoting their willful consent to the terms in the order. 

• Order – issued without the Respondent’s consent; therefore, the Respondent is entitled to appeal 
and request for an administrative hearing. The order becomes final if a written notice of appeal is 
not filed by the Respondent within 30 days of the order date. 

In accordance with various chapters of the Finance Code, SML has the authority to issue various 
enforcement actions; including, license revocation/suspension/denial, letter of reprimand, cease and desist, 
and/or penalty and restitution. Agreed orders and Orders must be signed by the Commissioner; while, 
advisory letters require signature of the General Counsel or an attorney.  

The Area utilizes the Penalty Matrix, which was updated as recommended by the Sunset Commission, to 
ensure that mortgage companies and bankers are assessed disciplinary actions and the related administrative 
penalty in a uniform manner. During fiscal year 2022, SML implemented an enhanced Penalty Matrix that 
improved the clarity of the criteria, and provides detailed guidance, to be used by the Area when issuing 
enforcement actions and assessing fees.  

During the period from September 1, 2021 to March 31, 2022, the number of enforcement actions issued 
by the Area along with the related fees, were as follows: 

Type Number Penalty Restitution 
Advisory Letter 7 $                            - $                            - 
Agreed Order to Cease and Desist 2 - - 
Agreed Order to Take Affirmative Action 3 5,550 - 
Agreed Settlement2 76 112,500 - 
Order to Cease and Desist 6 13,750 - 
Order to Take Affirmative Action 5 19,000 1,650 
Total 99 $                150,800 $                    1,650 

 
Tracking and Compliance Monitoring 
The Legal Secretary is the staff member who is primarily responsible for updating the Tracker on a daily 
basis, to efficiently identify cases requiring status updates; such as, those past the 30-day appeal window, 
and, when penalty becomes past due or payment is received. A past due penalty is reported to the Texas 
Comptroller’s Office for a warrant hold, and large non-payments are referred to the Office of the Attorney 
General for collection if SML’s collection effort fails. In accordance with Finance Code Sec. 180.102, 
Enforcement actions are posted in the Nationwide Multistate Licensing System / Nationwide Mortgage 
Licensing System and Registry (NMLS) when they become final, except for Advisory Letters and orders 
against entities and individuals not licensed by SML.

 
2 The figures include the following multi-state settlement agreements: 

• 1 Settlement Agreement and Order with Rocket Mortgage, LLC. As part of the settlement, SML received $37,500 
in payment. 

• 75 Settlement Agreement and Consent Orders with 75 Respondents, relating to the SAFE Act education violations. 
As part of the settlement, an administrative penalty of $1,000 was assessed to each Respondent, for each 
participating state in which the Respondent was licensed. 
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Recovery Fund/Mortgage Grant Fund 
Texas Finance Code Chapter 156, Subchapter F establishes the Recovery Fund for residential mortgage 
loan applicants to file reimbursement claims for actual damages incurred because of acts committed by a 
residential mortgage loan originator (RMLO) licensed in Texas. Texas Finance Code Chapter 157, 
Subchapter G establishes the Mortgage Grant Fund and allows residential mortgage loan applicants to file 
reimbursement claims of damages caused by fraudulent unlicensed activity. Granted reimbursement claims 
are referred to Enforcement by the investigators. During the period from September 1, 2021 to March 31, 
2022, 8 claims were referred to Enforcement. Of those, 1 was approved, 1 was withdrawn, 4 were denied, 
and 2 were resolved among parties. During the first 2 quarters of fiscal year 2022 through February 28, 
2022, reimbursement payments were not made from either Fund, and combined activities of these Funds 
during that period were as follows: 

Beginning Balance  
(9/1/2021) Additions Interest Received Bank Fees 

Ending Balance  
(2/28/2022) 

$                 4,647,296 $      150,540 $                  4,049 $                  (115) $                 4,801,770 

 
Reporting 
The Area’s activity is reported at every Finance Commission meeting as the Legal and Enforcement Activity 
Report. The Area utilizes the Crystal Reports application that semi-automate generation of various 
managerial reports, including Finance Commission reporting, which extracts data from Semarca in a 
consistent manner. 
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AUDIT OBJECTIVE, SCOPE, AND METHODOLOGY 
 
Objective 
 
The objective of our audit was to determine whether SML’s policies and procedures and internal controls in place 
over the Legal & Enforcement area (the Area) provide reasonable assurance that applicable state and federal laws 
and regulations are being administered and enforced over regulated industries within its jurisdiction; and, that 
internal controls are operating effectively. 
 
Scope 
 
The scope of this audit was to review and/or test the Area’s selected functions performed, for the 7-month period 
from September 1, 2021 through March 31, 2022 (audit period). The audit scope excludes consumer complaints 
intake and investigation, which is considered a separate auditable area. 
 
Methodology 
 
The audit methodology included a review of applicable laws and regulations, SML’s established policies and 
procedures, and other internal and external documentation; and, remote interviews with selected SML employees. 

We obtained and/or reviewed the following internal and external documentation: 

a. Sections of the Texas Finance Code and the Texas Administrative Code applicable to the Area. 

b. An Audit Report on The Department of Savings and Mortgage Lending: A Self-directed, Semi-independent 
Agency, Report No. 17-034, State Auditor’s Office (SAO), May 2017. 

c. Staff Report with Final Results, Sunset Advisory Commission, 2018-2019, 86th Legislature. 

d. The Area’s organizational chart and job descriptions. 

e. SML’s Legal/Enforcement Division Policies and Procedures (March 2017). 

f. Draft Zavanta Enforcement Policy and Procedures. 

g. 2 versions (before and after the 12/13/2021 effective date) of Penalty Matrices for Residential Mortgage 
Companies, and, for Residential Mortgage Loan Originators. 

h. Sample Legal Case Tracker. 

i. A listing of Enforcement Actions issued; Enforcement files closed; Enforcement referrals received; and 
Licensing denial appealed, during the audit period; and, supporting documentation for the 25 enforcement 
files selected for testing. 

j. Legal and Enforcement Activity Report as reported to the Finance Commission on April 22, 2022. 

k. Semarca Enforcement table user rights listing. 

We performed various procedures to achieve the objective of our audit; to include, the following: 

1. Reviewed and obtained an understanding of the sections of the Texas Finance Code and the Texas 
Administrative Code applicable to the Area. 
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2. Reviewed the Area’s written policies and procedures, and other applicable documentation; and, conducted 
virtual interviews and a walk-through, to obtain an understanding of controls, processes and current 
practices in place over the Area. Then, evaluated whether such controls adequately ensure compliance 
with applicable requirements identified in procedure 1 above. 

3. Reviewed SAO and Sunset reports to identify recommendations relevant to the Area and verify 
implementation of applicable recommendations. 

4. Obtained a list of Enforcement Actions issued; Enforcement files closed; Enforcement referrals received; 
and, Licensing denial appealed, for the period from September 1, 2021 to March 31, 2022, and selected 
25 to test for the following attributes: 

a. Accuracy of key information entered into the Semarca database. 

b. Enforcement file contained all required documentation to sufficiently support the disposition. 

c. The respondent was provided with due process of law. 

d. Assessed penalty was consistent with penalty matrix guidelines and correct amount was collected. 

e. Orders were signed by an authorized individual. 

f. Enforcement Action was reported to the NMLS, except for an advisory letter, a case being 
appealed, and unlicensed/unregistered entities. 

g. All relevant documents were added to the ApplicationXtender for retention. 

5. Performed the following procedures for the Enforcement Actions list obtained for procedure 4 above, 
which was generated from Semarca, to assess data reliability and completeness: 

a. For each Enforcement case, determined whether the Received Date, the Order Date, and the 
closed Date of each Enforcement case were in a chronological order. 

b. Verified that all data fields were populated except for open cases in which the Closed Date field 
should be blank. 

c. Searched for duplicate entries. 

d. Cross-checked the Enforcement Files Closed list and the Referrals Received List to identify any 
omissions. 

6. Obtained the Legal and Enforcement Activity Report presented to the Finance Commission on April 22, 
2022, and traced the fiscal year 2022 measures (1st and 2nd quarters from September 1, 2021 to February 
28, 2022) to the Enforcement Actions listing. 

7. Obtained and reviewed the user rights list for Semarca’s Enforcement table to assess whether access rights 
were proper based on the user’s job responsibilities. 
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VI. Observations/Findings and Recommendations 
 

SUMMARY and RELATED RATING of OBSERVATIONS/FINDINGS and RECOMMENDATIONS 
 

As SML’s internal auditors, we used our professional judgment in rating the audit observations identified 
in this report.  The rating system used was developed by the Texas State Auditor’s Office and is based on 
the degree of risk or effect of the findings in relation to the audit objective(s).  The table below presents a 
summary of the finding and observations in this report and the related rating. 

 
Summary of Observations/Findings & Recommendations 

and 
Related Ratings 

Finding No. Title Rating 
- None — 

Observation No. Title Rating 
1 Written Policies and Procedures — 
2 Quality Control — 
   

 
Description of Rating 
 
A finding is rated Priority if the issues identified present risks or effects that if not addressed could critically affect 
the audited entity’s ability to effectively administer the program(s)/function(s) audited.  Immediate action is required 
to address the noted concern(s) and reduce risks to the audited entity. 
 
A finding is rated High if the issues identified present risks or effects that if not addressed could substantially affect 
the audited entity’s ability to effectively administer the program(s)/function(s) audited.  Prompt action is essential 
to address the noted concern(s) and reduce risks to the audited entity. 
 
A finding is rated Medium if the issues identified present risks or effects that if not addressed could moderately 
affect the audited entity’s ability to effectively administer program(s)/function(s) audited.  Action is needed to 
address the noted concern(s) and reduce risks to a more desirable level. 
 
A finding is rated Low if the audit identified strengths that support the audited entity’s ability to administer the 
program(s)/functions(s) audited or the issues identified do not present significant risks or effects that would 
negatively affect the audited entity’s ability to effectively administer the program(s)/function(s) audited. 
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OBSERVATIONS/FINDINGS and RECOMMENDATIONS 
 

Report 
No. 

Report 
Date 

Name of 
Report Observations/Findings and Recommendations 

Fiscal 
Impact/Other 

Impact 

   OBSERVATIONS  

1 5/24/2022 Legal and 
Enforcement 

1. Written Policies and Procedures 
 
The Area’s written policies and procedures were last formally 
updated in March 2017. In 2021, SML began its agency-wide effort 
to modernize policies and procedures (P&P) documentation, which 
remains in progress. As such, the Area is also in the process of 
reviewing and updating its P&P using the Zavanta system, a cloud-
based P&P management platform.  
 
While the P&P in Zavanta generally reflect current practices, and 
long-term employees who have the institutional knowledge do not 
require reference to both sets of P&P when performing their 
functions, in the event of employee turnover, a new employee 
would likely have to refer to both documents. 
 
Recommendation 
 
We recommend that the Area set a date as a goal for completing its 
P&P update to ensure comprehensive and current P&P are available 
for staff to refer to when performing their assigned functions.  
 
Management’s Response 
 
The Department agrees with the observation and recommendation 
and plans to complete the update of the policies and procedures by 
August 31, 2022. 

 

To ensure written 
policies and 
procedures are 
current and easily 
accessible to all 
employees. 

   2. Quality Control 
 
Based on our testing of 25 Enforcement files and review of a listing 
of 101 Enforcement Actions, as generated from Semarca, we 
identified the following inconsistencies with current processes and 
controls, and non-compliance with established policies and 
procedures. Although these matters are isolated instances that may 
not be significant individually and were immediately corrected 
where applicable, in aggregate they give indication that the Area’s 
existing quality control can be enhanced: 
 

a. In 1 instance, the Penalty Amount field in Semarca was left 
blank. 

b. In 1 instance, a Notice of License Revocation was retained in 
AppX but should have been removed since the respective 
issue was addressed by the Respondent and the Notice was 
therefore not transmitted to the Respondent. 

c. In 1 instance, an Order to Take Affirmative Action was not 
posted in the NMLS. 

To enhance the 
Area’s quality 
control. 
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Report 
No. 

Report 
Date 

Name of 
Report Observations/Findings and Recommendations 

Fiscal 
Impact/Other 

Impact 

1 5/24/2022 Legal and 
Enforcement 

d. In 1 instance, an Order to Take Action and accompanying 
transmittal letter, both dated February 25, 2022, properly 
stated that the Respondent had 30 days to appeal; however, 
both had the incorrect appeal deadline of March 17, 202. 

e. In 1 instance, the Administrative Action Request was not 
signed and dated by an Enforcement staff denoting their 
receipt. 

f. In 3 instances from a related case, the Penalty Due Date 
entered in Semarca incorrectly differed from the due date 
found in NMLS notification. 

 
Recommendation 
 
We recommend that SML assess the existing quality control 
processes and identify areas that can be enhanced. 
 
Management’s Response 
 
The Department agrees with the observation and recommendations, 
will conduct an assessment by August 31, 2022, and identify 
improvements to the quality control processes to be implemented 
during FY 2023. 
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VII. External Audit Services Procured in Fiscal Year 2022 
 

SML procured the internal audit services documented in the approved Internal Audit Plan for fiscal year 
2022.  No other external audit services were performed. 

 
 
VIII. Reporting Suspected Fraud and Abuse 
 

SML has provided information on their website homepage on how to report suspected fraud, waste, and 
abuse to the State Auditor’s Office (SAO) by posting a link to the SAO’s fraud hotline.  SML has also 
developed a Fraud Prevention Policy that provides information on how to report suspected fraud, waste, 
and abuse to the SAO. 

 
 
IX. Proposed Internal Audit Plan for Fiscal Year 2023 
 

The risk assessment performed during fiscal year 2022 was used to identify the following proposed 
area that is recommended for internal audit and other tasks to be performed for fiscal year 2023.  The 
Internal Audit Plan for Fiscal Year 2023 will be developed and presented to the Audit Committee and 
Finance Commission, for acceptance and approval, at a meeting to be determined at a later date. 

 
⚫ Mortgage Examinations Audit 
⚫ Follow-up of Prior Year Internal Audits 
⚫ Other Tasks Assigned by the Finance Commission 

 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

ATTACHMENT 



             Attachment
DEPARTMENT OF SAVINGS AND MORTGAGE LENDING

History of Areas Audited
For Fiscal Year 2022

POTENTIAL AUDIT TOPIC 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
1 Consumer Protection A B* D
2 Financial Reporting (Includes Fixed Assets & Travel) E* B D*/E*
3 Legal and Enforcement B D A
4 Management Information Systems [(MIS) Includes Disaster Recovery Plan] C* C* C* C* A/C* B*/C* C/C*/D* A1* C* C/C* C*
5 Mortgage Examinations A B* D G*
6 Mortgage Licensing and Registration A B* D G*
7 Payroll and Human Resources F* E* E* F*
8 Procurement/Contract Management/HUB E* B D*/E* A
9 Records Management A
10 Revenue Accounting Process B D*
11 Thrift Examinations A D
12 Thrift Supervision and Compliance A B* A/D

Legend (audits/reviews with asterisk are considered limited scope for the audit area)

A Internal audit performed by Garza/Gonzalez & Associates, CPAs.

A1 Internal audit performed by McConnell & Jones LLP.

B Audit performed by the State Auditor's Office (SAO).

C IT assessment performed by the Department of Information Resources (DIR) or a third-party vendor procured through the DIR.

D Sunset Review performed by the Sunset Advisory Commission.

E Post Payment Audit performed by the Comptroller of Public Accounts.

F Review performed by the Texas Workforce Commission.

G Review performed by the Department of Public Safety.

Note:  Performance Measures is included in the scope of the applicable audit area(s).

Fiscal Year Audited/Reviewed
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