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SOAH’S ENABLING STATUTE, 

TEX. GOV’T CODE CHAPTER 2003 













































































 

 

 

 

 

 

ATTACHMENT 2 

 

GENERAL INFORMATIONAL BROCHURES 

ABOUT SOAH, HEARINGS, AND 

ADMINISTRATIVE LICENSE 

REVOCATION (ALR) 



ELECTRONIC FILING  

SYSTEM 

 

   SOAH’s Electronic Case Information System 

may be accessed from SOAH’s website.  Click 

the “Electronic Case Files” link at the upper 

right-hand corner of SOAH’s home page to enter 

the system.  The system allows parties and the 

public to view all public documents filed in 

SOAH cases on November 8, 2010 or later.  As 

alternatives to faxed filings, parties may 

continue to file documents by mail or hand 

delivery and may now also file most documents 

by electronic upload via the electronic system.  

To upload documents, click on the Electronic 

Case Files link and click again on the button at 

the bottom of the page that appears. Parties must 

register with SOAH in order to file by electronic 

upload.  Directions to register are provided on 

the website. 

 

   The Administrative License Revocation cases 

are not included in the electronic filing system. 

 
 
 

LOCATION AND 

 PARKING 

 

   SOAH’s main office is located in the William 

P. Clements Building at 300 West 15
th
 Street, 

Suite 502, Austin, Texas 78701. 

 

   Unless the notice of hearing states otherwise, 

SOAH hearings are held in hearing rooms on the 

fourth floor in the Clements Building.  Because 

SOAH is located near the State Capitol, parking 

is limited. Hearing participants should plan 

accordingly.  The Capitol Visitors Parking 

Garage is located at 1201 San Jacinto.  Other 

paid parking lots and garages are located in the 

vicinity of the Clements Building.  One may 

arrange for disability parking by contacting 

SOAH’s Parking Coordinator at 512-475-4993 

at least three days before the hearing.  See 

SOAH’s website for field office addresses, 

driving directions, and parking information.   

 
 
 
 

EQUAL OPPORTUNITY 

 POLICY 

 

   It is SOAH’s policy to afford equal 

employment opportunity to qualified individuals 

regardless of their race, color, religion, gender, 

national origin, age, or disability, and to comply 

with applicable laws and regulations.  SOAH 

recognizes the value and strength of a workforce 

that is culturally, ethnically, and racially diverse, 

and our goal is to continue to seek ways of 

promoting and maintaining such an 

environment. 

 

   Likewise, SOAH management is committed to 

using historically underutilized firms when 

possible for the provision of goods and services. 
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WELCOME TO  

SOAH 

 

   The State Office of Administrative Hearings 

(SOAH) was created by the Texas Legislature in 

1991.  SOAH’s independent, experienced 

administrative law judges (ALJs) conduct 

hearings in cases referred by approximately 50 

state agencies and governmental entities.  

SOAH’s mission is to conduct fair, prompt,  and 

efficient hearings and mediations, and to provide 

fair, reasoned and timely decisions. 

 

   SOAH is headquartered in Austin with field 

offices in Corpus Christi, Dallas, El Paso, Fort 

Worth, Houston, Lubbock, San Antonio, and 

Waco. 

 

   SOAH’s website is located at 

www.soah.state.tx.us.  It features the agency’s 

background, employment opportunities, office 

locations, weekly dockets, and procedural rules 

along with other helpful links.   

 

 

 
 

ADMINISTRATIVE LAW 

JUDGES 

 

   A SOAH Administrative Law Judge is an 

experienced attorney who conducts conferences 

before the hearing, issues pre-hearing orders, 

and controls the course of the hearing.  When 

the hearing on the merits is convened, the ALJ 

presides and listens to the parties’ evidence.  

After the hearing, the ALJ will consider the 

evidence and write a Proposal for Decision that 

recommends an outcome.  In some cases, the 

ALJ has the authority to issue the final decision.  

In the majority of cases, however, the final 

decision is made by a person within the state 

agency or by the board or commission that 

referred the matter to SOAH. 

 

   SOAH is divided into several teams according 

to referring agency and subject matter.  The 

teams are:  Alternative Dispute Resolution, 

Administrative License Revocation, Economic, 

Licensing, Natural Resources, Tax, and Utilities.  

ALJs typically serve on several teams and hear a 

variety of types of cases.   

 
 

 

 

LAW GOVERNING 

HEARINGS 

 

   Applicable law in a case may include: 

 

 The statutes governing the agency 

that referred the case to SOAH and 

the substantive rules adopted by that 

agency. 

 

 SOAH’s procedural rules, codified 

in Title 1 of the Texas 

Administrative Code Chapters 155, 

159 and 165. 

 

 The Administrative Procedure Act, 

Chapter 2001 of the Texas 

Government Code. 

 

 The Texas Rules of Evidence. 

 

 The Texas Rules of Civil Procedure. 
 
    
   

 

   The laws and rules are available at many 

public and county courthouse libraries and on 

various governmental websites.  SOAH’s rules 

are available on its website. 

 

 

 

RIGHT TO  

COUNSEL 

 

    Parties to a SOAH hearing may appear on 

their own behalf (“pro se”) or through a 

representative.  Parties are not entitled to have a 

lawyer appointed for them.  The staff of the 

referring agency is usually represented by a 

state-employed attorney. 

 
 
 
 

MEDIATIONS 

 

   SOAH conducts mediations through specially 

trained ALJs.  A contested case at SOAH may 

go to mediation usually by request of the parties.  

Mediation gives parties an opportunity to work 

with an ALJ (who is not the presiding ALJ in the 

case) to seek an agreed resolution.  SOAH can 

also provide mediators for other disputes by 

interagency contract.  Such matters have 

included employee disputes, contract claims, and 

litigation pending in state or federal court. 

 

 



   OBJECTIONS – Any party may object to 

questions, testimony, or exhibits.  An objection 

must have a legal reason.  The ALJ will either 

“sustain” the objection (excluding the testimony 

or exhibit from the record) or “overrule” the 

objection (admitting the evidence into the 

record). 

 

   CLOSING STATEMENT – Each party may 

summarize what the evidence shows and argue 

why the ALJ should recommend a decision in 

that party’s favor.  The closing statement is not 

evidence. 
 
 

PROPOSAL FOR 

DECISION 

 

   In most cases, after the hearing record is 

complete, the ALJ will send all parties a 

Proposal for Decision (PFD) based on the 

evidence admitted at the hearing.  In the PFD, 

the ALJ will discuss the issues and recommend a 

specific outcome to the ultimate decision maker 

at the referring agency.  Each party may object 

to the PFD by filing written exceptions with 

SOAH and the referring state agency within the 

deadlines set by order or the applicable rules.  

The decision-making body of the referring 

agency will consider the PFD, the exceptions, 

and any replies to the exceptions before making 

its final decision. 

 

   In the administrative license revocation 

hearings, workers’ compensation appeals, child 

support enforcement hearings, actions to correct 

law enforcement officers’ termination reports, 

and some Department of Family and Protective 

Services complaints, the SOAH ALJ will make 

the final decision.  SOAH will send a copy of 

the written decision to each party to the case. 

ADDITIONAL 

INFORMATION 

 

   This brochure provides general information 

and is not a complete guide to SOAH’s hearing 

process.  Persons involved in a SOAH case and 

needing legal advice should consult an attorney. 
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HEARINGS AT 

SOAH 

 

   Hearings at the State Office of Administrative 

Hearings (SOAH) are governed by SOAH’s 

procedural rules.  Those rules can be found at 

Title 1 of the Texas Administrative Code 

Chapters 155, 159 and 165.  They are available 

on SOAH’s website, www.soah.state.tx.us.  

Although this brochure provides general 

information, SOAH strongly encourages hearing 

participants to review and be familiar with its 

procedural rules.  Hearings for the Texas 

Commission on Environmental Quality and the 

Texas Public Utility Commission, and certain 

hearings for the Office of the Comptroller, are 

governed by those agencies’ rules, which SOAH 

has adopted by reference.   
 
 
 

PREHEARING 

PROCEDURES 

 
   NOTICE OF HEARING – The notice of 

hearing identifies the issues in the case and the 

applicable law and rules, and informs the parties 

of the time, date, and place of the hearing. 

 

   COMMUNICATION WITH THE ALJ – 

Except for issues raised at a pre-hearing or post-

hearing conference or hearing, communication 

of any information to the Administrative Law 

Judge (ALJ) about a case, including requests for 

relief, must be in writing and must show copies 

have been sent to all parties in the case.  

Generally, motions must be filed at least seven 

days before the hearing.    
 
 
 

   DISCOVERY – In most cases, the 

Administrative Procedure Act and SOAH’s rules 

allow a party to prepare for hearing by 

“discovering” relevant information.  Discovery 

is obtained by deposing witnesses, obtaining 

documents from the other parties, or asking 

written questions of the other parties. 

 

   CONTINUANCES – A request for a 

continuance (rescheduling of a hearing) must be 

in writing and be filed at least five days before 

the hearing, unless there is a good reason for a 

later request.  The request must explain why a 

continuance is necessary, specify a proposed 

date or dates to which the hearing should be 

reset, indicate the person requesting the 

continuance has attempted to contact the other 

parties, and state whether any party objects to 

the continuance.  The ALJ will not contact the 

other parties to determine whether they agree to 

the continuance.   

 

   The decision to grant or deny a motion for 

continuance is within the ALJ’s discretion.  If 

the ALJ has not ruled on the request for 

continuance by the time of the hearing, the 

hearing will be convened as scheduled.  Unless a 

ruling has been made, parties should not assume 

a motion for continuance has been granted. 
 
 

TELEPHONE AND 

VIDEOCONFERENCE 

PROCEEDINGS 

 

   In certain circumstances, the ALJ may 

conduct a pre-hearing or post-hearing 

conference or the hearing by telephone or 

videoconference.  A party must request 

permission to participate (or call a witness) by 

telephone or videoconference at least ten days 

before the conference or hearing, unless there is 

a good reason for a later request.  The request 

must include the telephone number at which the 

person can be reached, or, in the case of a 

videoconference request, the city in which the 

party or witness will be located.   
 

HEARING 

PROCEDURES 

 
   OPENING STATEMENT – Each party may 

explain its position in the case, briefly outlining 

what it will prove.  The opening statement is not 

evidence. 

 

   PRESENTATION OF EVIDENCE – In 

most cases, the party requesting action must 

show by evidence (testimony, records, etc.) it is 

entitled to the relief it seeks.  Usually, this party 

presents its evidence first, followed by the other 

parties.  

 

   WITNESSES – Each party may call 

witnesses.  Witnesses first answer questions 

from the party who called them and then may be 

cross-examined by opposing parties.  In some 

circumstances witnesses may be required to wait 

outside the hearing room until they are called to 

testify. 

 

   EXHIBITS – If a party intends to offer a 

document into evidence, the party must provide 

a copy for the ALJ, a copy for each other party, 

and retain a copy for itself.  The person who 

prepared a document may need to testify about it 

before it can be admitted as evidence.  Some 

documents may be inadmissible hearsay under 

the Texas Rules of Evidence and may be 

excluded by the ALJ.  Letters to the ALJ or the 

agency are not evidence unless offered by one of 

the parties and admitted. 



3.   Was the driver offered the opportunity to 

       provide a specimen of breath or blood? 

 

4.   Did the driver refuse to provide a specimen? 

 

 

BREATH TEST FAILURE 

 

(SUSPENSION FOR NOT LESS THAN 90 DAYS) 
 

1.   Was there reasonable suspicion for the peace  

      officer to stop the driver? 

 

2.   Was there probable cause for the officer to  

      believe the driver was intoxicated? 

 

3.   Was the driver offered the opportunity to  

      provide a specimen of breath or blood? 

 

4.   Did the driver have an alcohol concentration 

      above the legal limit? 

 

     Repeated offenses may result in longer 

suspensions. 

 

 

 

DRIVER’S LICENSE 

REINSTATEMENT 

 

   A driver whose license is suspended in an 

ALR hearing will receive information from the 

DPS concerning reinstatement of driving 

privileges.  The license is not automatically 

reinstated after the suspension period is over, so 

it is important to carefully follow the 

instructions provided by DPS.    

 

 

 

 

ADDITIONAL 

INFORMATION 

 

   This brochure contains general information.  

It is not intended to be a complete guide to the 

ALR process.  Familiarization with the 

applicable law and rules is strongly encouraged.  

Persons involved in an ALR case and needing 

legal advice should consult an attorney.   
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ABOUT 

ALR 

 

   The Administrative License Revocation 

(ALR) program was created by the Texas 

Legislature in 1993 and became effective on 

January 1, 1995. Its purpose is to provide a fair 

and efficient administrative hearing process for 

determining whether the proposed suspension by 

the Department of Public Safety (DPS) of the 

driver’s license of a person who has been 

accused of driving or boating while intoxicated 

(or in the case of minors, driving or boating with 

any detectable amount of alcohol in their 

systems) should be upheld. 
 
 

LOCATION OF 

HEARINGS 

 

   A person may request an in-person or 

telephone hearing.  If the hearing is to be in 

person, it will be held in a SOAH hearing room.  

DPS will notify a person requesting a hearing of 

the location, date, and time. 

 

   See SOAH’s website, www.soah.state.tx.us, 

for SOAH’s office locations, driving directions, 

and parking information. 
 
 

LAW GOVERNING 

HEARINGS 

 

   Applicable law in an ALR case may include 

the following: 

 

 DWI laws of the State of Texas. 
 

 
 

 Texas Transportation Code. 

 

 Texas Rules of Evidence. 

 

 Administrative Procedure Act. 

 

 Texas Rules of Civil Procedure. 

 

 DPS’s rules. 

 

 SOAH’s rules, found at 1 Texas 

Administrative Code Chapter 159. 

 

   These laws and rules are available at many 

public and county courthouse libraries and on 

various governmental websites.  You may view 

and print a copy of SOAH’s ALR rules from our 

website.   
 
 

 ADMINISTRATIVE LAW 

JUDGES 

 

   A SOAH Administrative Law Judge (ALJ) is 

an experienced attorney who issues pre-hearing 

orders, may conduct conferences before the 

hearing, and controls the course of the hearing.  

When the hearing on the merits is convened, the 

ALJ presides and listens to the parties’ evidence.  

After the hearing, the ALJ will consider the 

evidence and issue a final, appealable decision 

and order that will be sent to the parties.  If the 

ALJ finds that DPS has proved its case, the 

ALJ’s order will authorize suspension of the 

driver’s license.  If the ALJ finds that DPS has 

not proved its case, the license will not be 

suspended.  The ALJ cannot probate the 

suspension or grant an occupational or hardship 

driver’s license.  

APPEALS 

 

   Either party may appeal the ALJ’s decision.  

Information concerning how to file an appeal is 

included with the ALJ’s decision provided to the 

parties after the hearing. 
 
 

RIGHT TO  

COUNSEL 

 

   DPS will be represented by a DPS attorney at 

the hearing.  A defendant (the person whose 

driver’s license is in question) may represent 

himself or herself or may employ an attorney.  

The ALJ will not appoint an attorney for the 

defendant.  A party intending to employ an 

attorney should do so in enough time before the 

hearing date for the attorney to prepare for the 

hearing.   
 
 

ISSUES DECIDED 

AT HEARING * 

 
BREATH TEST REFUSAL 

  

(SUSPENSION FOR NOT LESS THAN 180 DAYS) 

 

1.   Was there reasonable suspicion for the  

      peace officer to stop the driver? 

 

2.   Was there probable cause for the officer 

      to believe the driver was intoxicated? 
 
 
 

*The issues are different for cases involving drivers less 

than 21 years of age, for drivers of commercial vehicles, 

and for boating cases. 
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SOAH PROCEDURAL RULES,  

1 TEX. ADMIN. CODE CHAPTERS 

155, 157, 159, 161, 163, 165, AND 167 



CHAPTER 155

RULES OF PROCBDURE



: Texas Administrative Code

<<Prev Rule

TITLE 1

PART 7

CHAPTER 155

SUBCHAPTER A
RULE $1ss.1

Page 1 of1

Next Rule>>Texas Administrative Code
ADMINISTRATION
STATE OFFICE OF ADMINISTRATME HEARINGS
RULES OF PROCEDURE
GENERAL
Purpose

(a) This chapter governs the procedures of the State Office of Administrative Hearings (SOAH). These
procedures apply in all matters referred to SOAH, including contested cases under the Administrative
Procedure Act (APA), Tex. Gov't Code Chapter 2001. These procedures do not apply to matters
otherwise addressed by statute or to matters that are otherwise limited by the provisions of this chapter.

(b) Administrative License Suspension cases initiated by the Texas Department of Public Safety are
governed by Chapter 159 of this title (relating to Rules of Procedure for Administrative License
Suspension Hearings).

(c) Arbitration procedures for certain enforcement actions of the Texas Department of Aging and
Disability Services are governed by Chapter 163 of this title (relating to Arbitration Procedures for
Certain Enforcement Actions of the Texas Department of Aging and Disability Services).

(d) SOAH adopts by reference the procedural rules of the Public Utility Commission of Texas (PUC)
and the Texas Commission on Environmental Quality (TCEQ) that address the contested case process
in matters referred by those agencies and that are not inconsistent with applicable law. This adoption
does not include any PUC or TCEQ rules addressing the use of Alternative Dispute Resolution (ADR)
processes at SOAH. Those ADR processes are governed by the Governmental Dispute Resolution Act,
Tex. Gov't Code Chapter 2009; SOAH rule provisions pertaining to ADR; and interagency contracts,
memoranda of understanding, or other written agreements with referring entities.

(e) SOAH adopts by reference the procedural rules of the Comptroller of Public Accounts that address
the hearing process in matters referred by that agency pertaining to protesting preliminary findings of
taxable value. These rules are set out in 34 TAC Chapter 9, Subchapter L (relating to Procedures for
Protesting Preliminary Findings of Total Taxable Value).

(f) Under Tex. Gov't Code $815 .l02,the procedural rules of the Employees Retirement System of
Texas (ERS) govern the formal contested case process in matters it refers to SOAH.

Source Note: The provisions of this $155.1 adopted to be effective November 26,2008,33 TexReg
9451; amended to be effective April 16,2009,34TexReg2376
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PART 7

CHAPTER 155

SUBCHAPTER A

RULE $1ss.3

Page I of2

Next Rule>>Texas Administrative Code
ADMINISTRATION
STATE OFFICE OF ADMINISTRATIVE HEARINGS
RULES OF PROCEDURE
GENERAL
Application and Construction of this Chapter

(a) SOAH proceedings shall be conducted in accordance with the APA, when applicable, and with this
chapter. The judge may modif' and supplement the requirements of this chapter to promote the fair and
efficient handling of the case and to facilitate resolution of issues, if doing so will not unduly prejudice
the rights ofany person or contravene applicable statutes.

(b) If there is any conflict between an agency's rules or prior decisions and statutory provisions
applicable to the case, and the rules or decisions cannot be harmonized with the statute, the statute
controls.

(c) The procedural rules of a state agency govern SOAH proceedings only to the extent that SOAH's
rules adopt the agency's procedural rules by reference, unless otherwise required by law.

(d) If there is any conflict between SOAH's rules and the procedural rules of the TCEQ adopted in
$155.1 of this title (relating to Purpose), the TCEQ rules will control.

(e) If there is any conflict between SOAH's rules and the procedural rules of the PUC adopted in $ 1 5 5 . 1

of this title (relating to Purpose), the PUC rules will control.

(f) If there is any conflict between SOAH's rules and the procedural rules of ERS referenced in $155.1
of this title (relating to Purpose), the ERS rules will control.

(g) This chapter shall be construed to ensure the just and expeditious determination of every matter
referred to SOAH. Not all contested procedural issues will be susceptible to resolution by reference to
the APA and other applicable statutes, this chapter, and case law. When they are not, the presiding
judge will consider applicable policy of the referring agency documented in the record in accordance
with $155.419 of this title (relating to Consideration of Policy Not Incorporated in Referring Agency's
Rules), the Texas Rules of Civil Procedure as interpreted and construed by Texas case law, and
persuasive authority established in other forums.

(h) Unless otherwise expressly provided, the past, present, and future tense shall each include the other;
the masculine, feminine, and neuter gender shall each include the other; and the singular and plural
number shall each include the other.

(i) Words and phrases shall be read in context and construed according to the rules of grammar and
common usage. Words and phrases that have acquired a technical or particular meaning, whether by
legislative definition or otherwise, shall be construed accordingly. The principles of statutory
construction and of the Code Construction Act, Tex. Gov't Code $31 1.001 et seq., apply.

Source Note: The provisions of this $155.3 adopted to be effective November 26,2008, 33 TexReg
9451
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<<Prev Rule

TITLE 1

PART 7

Texas Administrative Code

CHAPTER 155

SUBCHAPTER A
RULE $15s.s

ADMINISTRATION
STATE OFFICE OF ADMINISTRATryE HEARINGS
RULES OF PROCEDURE
GENERAL
Definitions

When used in this chapter, the following words and terms have the following meanings, unless the
context clearly indicates otherwise.

(1) Administrative law judge or judge--An individual appointed to serve as a presiding officer by
SOAH's chief administrative law judge under Tex. Gov't Code Chapter 2003.

(2) Alternative Dispute Resolution or ADR--Processes used at SOAH to resolve disputes outside or in
connection with contested cases including mediation, mini-trials, early neutral evaluation, and
arbitration.

(3) APA--The Administrative Procedure Act, Tex. Gov't Code Chapter 2001.

(4) Arbitration--A form of ADR, governed by an agreement between the parties or special rules or
statutes providing for the process, in which a third-party neutral issues a decision after a streamlined
and simplified hearing. Arbitrations may be binding or non-binding, depending on the agreement,
statutes, or rules. See Chapter 163 of this title (relating to Arbitration Procedures for Certain
Enforcement Actions of the Texas Department of Aging and Disability Services) for procedural rules
specifically governing the arbitration of certain nursing home enforcement cases referred by the Texas
Department of Aging and Disability Services.

(5) Authorized representative--An attorney authorized to practice law in the State of Texas or, if
authorized by applicable law, a person designated by aparty to represent the party.

(6) Business day--A weekday on which state offices are open.

(7) Case--A dispute over which SOAH exercises jurisdiction to be resolved by a contested case
proceeding or an ADR process.

(8) Chief Judge--The chief administrative law judge of SOAH.

(9) Contested case--A proceeding, including a ratemaking or licensing proceeding, in which the legal
rights, duties, or privileges of a party are to be determined after opportunity for an adjudicative hearing.

(10) Discovery--The process of compulsory disclosure by aparty,upon another party's request, of
information, including facts and documents, relating to the contested case.

(11) Evidence--Testimony and exhibits admiued into the record to prove or disprove the existence of
an alleged fact.

(12) Exhibits--Documents, records, or other tangible objects offered by aparty as evidence.

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl:T&app:9&p_dir:N&p_rloc:138... 81912013
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(13) Final decision--A decision on the merits that is issued by the judge after a contested case hearing
or after a ruling on a motion for summary disposition and authorizedby APA $2001.058 or other
applicable law.

(14) Law--The United States and Texas Constitutions, state and federal statutes, rules and regulations,
and relevant case law.

(15) Media or media agency--A person or organization regularly engaged in news gathering or
reporting, including any newspaper, radio or television station or network, news service, magazinq
trade paper, professional journal, or other news reporting or news gathering entity.

(16) Mediation--A confidential, informal dispute resolution process in which an impartial person, the
mediator, facilitates communication among the parties to promote settlement, reconciliation, or
understanding.

(17)Party--A person named or admitted to participate in a case before SOAH.

(18) Person--An individual, representative, corporation, or other entity, including any public or non-
profit corporation, or any agency or instrumentality of federal, state, or local government.

(19) Pleading--A filed document that requests procedural or substantive relief, makes claims, alleges
facts, makes legal argument, or otherwise addresses matters involved in the case.

(20) Proceeding--Any ADR process or any hearing in a contested case, including prehearing
conferences, preliminary hearings, and hearings on the merits.

(21) PUC--The Public Utility Commission of Texas.

(22) Refening agency--A state board, commission, department, agency, or other governmental entity
that refers a contested case or other dispute to SOAH.

(23) SOAH--Tho State Office of Administrative Hearings.

(24) Stipulation--An agreement among opposing parties concerning a relevant issue or fact.

(25) TCEQ--The Texas Commission on Environmental Quality.

(26) TRCP--The Texas Rules of Civil Procedure. The TRCP are found on the website of the Texas
Supreme Court, www.supreme.courts.state.tx.us/rules and in the Texas Rules of Court published by
Thomson/West.

(27) TRE--The Texas Rules of Evidence. The TRE are found on the website of the Texas Supreme
Court, www.supreme.courts.state.tx.us/rules and in the Texas Rules of Court published by
Thomson/West.

Source Note: The provisions of this $155.5 adopted to be effective November 26,2008,33 TexReg
94sr
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ADMINISTRATION
STATE OFFICE OF ADMIT{ISTRATTVE HEARINGS
RULES OF PROCEDURE
GENERAL
Computation of Time

(a) Application of rule. This rule applies unless another method is required by statute, another rule in
this chapter, or order.

(b) Computing time periods. When computing periods of time prescribed or allowed in this chapter:

(1) the day of the act, event, or default from which the designated time period begins to run is not
counted; and

(2) the last day of the time period is counted, unless it is a day on which SOAH's offices are closed, in
which case the time period will end on the next day SoAH's offices are open.

(c) Calendar days. Time limits shall be computed using calendar days rather than business days except
as provided by subsection (d) of this section.

(d) Five days or less. If the time limit is five days or less, the intervening Saturdays, Sundays, and legal
holidays are not counted.

(e) Extensions of time. If a party seeks an extension of time, the judge may:

(1) grant the party's request upon a showing of good cause; and

(2) permit the act to be done after the expiration of the original time period.

Source Note: The provisions of this $155.7 adopted to be effective November 26,2008,33 TexReg
945r
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GENERAL
Seal

SOAH may maintain a seal to authenticate its official acts, including certifuing copies of the
administrative records of any matters heard by SOAH. The seal shall have a star with five points and
the words "State Office of Administrative Hearings" engraved upon it.

Source Note: The provisions of this $155.9 adopted to be effective November 26,2008,33 TexReg
945r
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Jurisdiction

(a) Acquisition ofjurisdiction. SOAH acquires jurisdiction over a case when a referring agency
completes and files a Request to Docket Case form and any documents described in $155.53 of this title
(relating to Request to Docket Case). A separate Request to Docket Case form shall be completed and
filed for each case referred to SOAH.

(b) When Request to Docket Case form is considered filed. A Request to Docket Case form shall be
considered filed on the date the form is received by SOAH.

(c) Commencement of time periods. Any period of time established by these rules shall not begin to run
until SOAH acquires jurisdiction over a case.

(d) Effect of acquisition ofjurisdiction by SOAH. After SOAH acquires jurisdiction, any party may
initiate discovery or move for appropriate relief, including evidentiary rulings, continuances, surnmary
disposition, and setting of proceedings.

Source Note: The provisions of this $155.51 adopted to be effective November 26,2008, 33 TexReg
945r
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Request to Docket Case

(a) Documents to be filed with Request to Docket Case form. A referring agency shall file with SOAH
a completed Request to Docket Case form and the complaint, petition, application, or other pertinent
documents describing the agency action giving rise to the case.

(b) Actions to be requested. A referring agency shall request one of the following actions on the
Request to Docket Case form:

(1) setting of a hearing;

(2) assignment of a judge; or

(3) an ADR process.

(c) Request for setting of hearing. If a referring agency requests a setting of hearing, SOAH will assign
a judge and will provide the agency with the date, time, and place of the setting.

(d) Request for assignment of ALJ. If a referring agency requests assignment of a judge, SOAH will
assign a judge to consider motions and other pre-hearing matters.

(e) Request for ADR. If a referring agency requests ADR, SOAH will advise the parties of:

(1) the mediator, arbitrator, or judge appointed; and

(2) the date, time, and place for the ADR.

(f) Refusal of Request to Docket Case form. SOAH may refuse to accept for filing any Request to
Docket Case form that has not been properly referred to SOAH or that does not substantially conform
to the filing procedures of this section.

Source Note: The provisions of this 5155.53 adopted to be effective November 26,2008,33 TexReg
9451

\Icxj_ Paoo Prarzi nrrq Drna

List of Titles Back to List

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl:T&app:9&p_dir-N&p_rloc:138... 81912013



: Texas Administrative Code

<<Prev Rule Texas Administrative Code
TITLE 1

PART 7

CHAPTER 155

SUBCHAPTER C

RULE $1ss.101

ADMINISTRATION
STATE OFFICE OF ADMINISTRATTVE HEARINGS
RULES OF PROCEDURE
FILING AND SERVICE OF DOCUMENTS
Filing Documents

(a) Electronic Case Information System.

(1) Except as otherwise provided in this section, documents relating to cases filed at SOAH and
governed by this chapter shall be maintained in SOAH's electronic Case Information System (CIS).
Subject to the exceptions in this chapter, CIS may be accessed through SOAH's internet home page.

(2) The electronic version of a document maintained in CIS shall be given the same legal status as the
originally filed document, without regard to the original means of filing.

(3) Some documents will not be maintained in CIS. These include confidential material filed pursuant
to subsection (c)(1) of this section and testimony and exhibits, whether offered at a hearing or filed in
advance. Unless otherwise ordered by the judge, paper copies of testimony and exhibits must be filed
by mail or hand delivery. The judge may alter the application of this subsection with respect to
particular documents or classes of documents as the judge deems appropriate. The judge may order the
method by which documents may be filed at SOAH so they will not be included in CIS.

(4) If technical problems prevent the use of CIS, the chiefjudge, his or her designee, or the judge in a
particular case may establish alternative means of filing or maintaining documents, including the filing
and maintenance of the official file in a paper format.

(b) Place for filing original materials.

(1) Contested cases generally.

(A) The original of all pleadings and other documents, except contested cases referred to SOAH by
the PUC and the TCEQ, shall be filed with SOAH when it acquires jurisdiction.

(B) Non-confidential pleadings and other public documents that do not contain personal identifiers as
described in subsection (d) of this section shall be filed with SOAH by mail addressed to P.O. Box
13025, Austin, Texas 78711-3025; hand delivery to 300 West 15th Street, Room 504;faxto (512) 322-
2061:' or electronic upload via SOAH's public website. If the parties are notified that the case has been
assigned to a judge in a field office outside Austin, pleadings and other documents shall be filed with
the judge at the appropriate field offrce address. Confidential documents and documents containing
personal identifiers must be filed in accordance with subsections (c) and (d) of this section.

(C) With respect to documents filed by mail or hand delivery, the time and date of frling shall be
determined by the file stamp affixed by SOAH. The time and date of documents filed electronically
shall be determined by the time and date of receipt recorded by CIS. Documents received when SOAH
is closed shall be deemed filed the next business day. Unless otherwise ordered by the judge, only one
copy of any pleading or document shall be filed.

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl:T&app:9&p_dir:N&p_rloc:138... 81912013
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(2) Cases refered by the PUC.

(A) Except for exhibits offered at a prehearing conference or hearing, the original of all documents
shall be filed at the PUC in accordance with the PUC rules.

(B) The party filing a document with the PUC (except documents provided in the discovery process
that are not the subject of motions filed in a discovery dispute) shall serve the judge with a copy of the
document by delivery to SOAH on the same day as the filing.

(C) The court reporter shall provide the transcript and exhibits to the judge at the same time the
transcript is provided to the requesting party. SOAH shall maintain the transcript and exhibits until they
are released to the PUC by the judge. If no court reporter was requested by apa$, SOAH shall
maintain the recording of the hearing and the exhibits until they are released to the PUC by the judge.

(3) Cases referred by the TCEQ.

(A) Except for exhibits offered at a prehearing conference or hearing, the original of all documents
shall be filed with the TCEQ's chief clerk in accordance with the TCEQ rules.

(B) The time and date of filing these materials shall be determined by the file stamp affixed by the
chief clerk, or as evidenced by the file stamp affixed to the document or envelope by the TCEQ mail
room, whichever is earlier.

(C) The party filing a document with the TCEQ (except documents provided in the discovery process
that are not the subject of motions filed in a discovery dispute) shall serve the judge with a copy of the
document by delivery to SOAH on the same day as the filing.

(D) The court reporter shall provide the transcript and exhibits to the judge at the time the transcript
is provided to the requesting party. SOAH shall maintain the transcript and exhibits until they are
released to the TCEQ by the judge. If no court reporter was requested by aparfy, SOAH shall maintain
the recording of the hearing and the exhibits until they are released to the TCEQ by the judge.

(c) Confidential materials.

(1) Filing of confidential materials in otherwise public dockets. A party filing materials made
confidential by law shall file them by delivery of the physical materials in a sealed and labeled
container, accompanied by an explanatory cover letter. The cover letter shall identi$'the docket
number and style of the case and shall explain the nature of the sealed materials. The outside of the
container shall identift the docket number, style of the case, and name of the submitting party, and be
marked "CONFIDENTIAL AND UNDER SEAL" in bold print at least one inch in size. Each page of
the confidential material shall be marked "confidential." Confidential materials shall not be filed bv fax
or electronic upload except as provided in paragraph (2) of this subsection.

(2) Filing of materials in cases referred by the Office of the Attorney General and the Comptroller of
Public Accounts. Many filings pertaining to cases referred under the Office of the Attorney General's
Title IV-D child support program contain information that is confidential pursuant to Texas Family
Code, $23 1.108 (relating to Confidentiality of Records and Privileged Communications). This includes
information concerning a custodial parent, noncustodial parent, child, and an alleged or presumed
father. Hearings referred by the Comptroller of Public Accounts are confidential pursuant to Texas
Government Code, $2003.104 (relating to Confidentiality of Tax Division Information). Filings in these

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl:T&app:9&p_dir:N&p_rloc:138... 81912013



: Texas Administrative Code Page 3 of4

cases may be made pursuant to subsection (b)(1)(B) of this section, including fax or upload via SOAH's
public website. The documents will not be included in CIS and so will not be accessible from SOAH's
internet home page.

(3) Materials submitted for in camera review. A party submitting materials for in camera review by
the judge shall supply them to the judge in a sealed and labeled container, accompanied by an
explanatory cover letter copied to all parties. The cover letter, addressed to the judge, shall identifi the
docket number, style of the case, explain the nature of the sealed materials, and speciff the relief
sought. The outside of the container, addressed to the judge, shall identiff the docket number, style of
the case, and name of the submitting party, and shall be marked "IN CAMERA REVIEW" in bold print
at least one inch in size. Each page for which a privilege is asserted shall be marked "privileged." The
judge will determine whether the materials will be received for filing by SOAH. Unless otherwise
ordered by the judge, materials reviewed in camera will be returned to the party that submitted them.

(d) Redaction of personal identifiers.

(1) Except for cases governed by subsection (c)(2) of this section, a person who files documents at
SOAH, including exhibits offered at hearing, shall redact from the documents all personal identifiers
that are:

(A) protected by law from disclosure; or

(B) unnecessary for resolution of the case. At the time of filing, SOAH personnel will not be
responsible for screening documents for compliance with this rule.

(2) Personal identifiers. "Personal identifiers" are dataelements and information that identify a unique
individual and include: Social Security numbers, taxpayer identification numbers, driver's license
numbers, passport numbers, other similar government-issued personal identification numbers, bank
account numbers, credit card numbers or other financial account numbers, dates of birth, full names of
minors, full names of persons who are patients or clients in a health care setting, full names of persons
who are victims of crimes, addresses and telephone numbers of commissioned peace officers, expunged
criminal records, or records subject to a non-disclosure order issued by a court of this state unless
allowed by law.

(3) Protective measures. If the filer determines that the personal identifiers are necessary for the
resolution of the case, the document shall be filed in the same manner as a confidential document in
accordance with subsection (c) of this section. If the judge determines that personal identifiers are
necessary to the resolution of the case, the judge may admit the information into the record under seal
or employ appropriate protective measures.

(4) Return to party for redaction. If the judge determines that the personal identifiers are not necessary
to the resolution of the case, the judge may order the documents redacted prior to their admission into
the record.

(e) Parties'responsibilities regarding confidential materials and personal identifiers. The filing parties
bear the responsibility to ensure that documents containing confidential information or personal
identifiers are not filed by fax or electronic upload in public cases. Documents filed by fax or electronic
upload in public cases will be posted on SOAH's public website and accessible to the public.

(f) Discovery materials.
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(1) Discovery requests and documents produced in discovery shall not be filed with SOAH, except as
provided in paragraph (3) of this subsection.

(2) Documents produced in discovery shall be served upon the requesting parties and notice of service
shall be given to all parties. The party responsible for service of the discovery materials shall retain an
exact duplicate of the original documents.

(3) Motions and responses in a discovery dispute shall include only the relevant portions of the
discovery materials.

Source Note: The provisions of this $155.101 adopted to be effective September 22,20II,36 TexReg
6255
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FILING AND SERVICE OF DOCUMENTS
Service of Documents on Parties

(a) Service on all parties. On the same date a document is filed, it shall also be served on each party or
the party's authorized representative by hand-delivery; by regular, certified or registered mail; by
electronic mail, upon agreement of the parties; or by facsimile transmission. By order, the judge may
exempt aparty from serving certain documents or materials upon all parties.

(b) Certificate of service. A person filing a document shall include a certificate of service that certifies
compliance with this section.

(1) A form for a certificate of service shall be sufficient if it substantially complies with the following
example: "Certificate of Service: I certi$ that on date, atrue and correct copy of this nome of document
has been sent to name of opposing party or authorized representative for the opposing party by spectfy
method of delivery, e.g., regular mail, facsimile, certified mail. Signature"

(2)lf a filing does not certifu service, SOAH may:

(A) return the filing;

(B) send notice of noncompliance to all parties, stating the filing will not be considered until all
parties have been served; or

(C) send a copy of the filing to all parties.

(c) Presumed time of receipt of served documents. The following rebuttable presumptions shall apply
regarding a party's receipt of documents served by another party:

(1) If a document was hand-delivered to a party, the judge shall presume that the document was
received on the date of filing at SOAH.

(2) lf a document was served by courier-receipted delivery, the judge shall presume that the document
was received no later than the day after filing at SOAH.

(3) If a document was sent by regular, certified, or registered mail, the judge shall presume that it was
received no later than three days after mailing.

(a) If a document was served by facsimile transmission or by electronic mail before 5:00 p.m. on a
business day, the judge shall presume that the document was received on that day; otherwise, the judge
shall presume that the document was received on the next business day.

(d) Burden on sender. The sender has the burden of proving date and time of service.

Page I of2
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Source Note: The provisions of this $155.103 adopted to be effective November 26,2008, 33 TexReg
9451
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ADMINISTRATION
STATE OFFICE OF ADMINISTRATTVE HEARINGS
RULES OF PROCEDURE
JUDGES
Assignment of Judges to Cases

(a) Discretion of Chief Judge. Assignment ofjudges to cases is at the discretion of the Chief Judge and
the Chief Judge's designees and is not subject to request except as provided by subsection (b) of this
section.

(b) Disqualification or recusal. On motion of a party or on the judge's own action, a judge is subject to
recusal or disqualification on the same grounds and under the same circumstances as specified in TRCP
Rule 18b.

(1) Motion. A motion to recuse or disqualifu a judge assigned to a case shall:

(A) be filed at the earliest practicable time;

(B) be verified;

(C) state with particularity the grounds for the motion; and

(D) be made on personal knowledge and include such facts as would be admissible in evidence,
except that facts may be stated on information and belief if the basis for such belief is specifically
stated.

(2) Response to motion. Any other party may file a statement opposing or concurring with a motion to
recuse or disqualifi'.

(c) Judge's inability to continue presiding. If a judge is unable to continue presiding or to issue a
proposal for decision after the conclusion of the hearing, the Chief Judge or the Chief Judge's designee
may reassign the case to another judge. That judge shall review the existing record and need not repeat
previous proceedings, but may conduct further proceedings as necessary.

(d) Assignment of more than one judge. More than one judge may be assigned to a case.

(1) If more than one judge is assigned to a case, the judges may divide their areas of responsibility.

(2) Evidentiary and procedural questions ordinarily will be resolved by the judge presiding at the time
the issues arise, but may be referred to another judge assigned to the case.

(e) Temporary assignments. Cases may be temporarily assigned to a single judge or panel ofjudges to
decide regularly occurring threshold issues.

Source Note: The provisions of this $155.151 adopted to be effective November 26,2008,33 TexReg
945r
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TITLE 1 ADMINISTRATION
PART 7 STATE OFFICE OF ADMINISTRATTVE HEARINGS
CHAPTER 155 RULES OF PROCEDURE
SUBCHAPTERD JUDGES
RULE $155.153 Powers and Duties

(a) Judge's authority and duties. The judge shall have the authority and duty to:

(1) conduct a full, fair, and effrcient hearing;

(2) take action to avoid unnecessary delay in the disposition of the proceeding;

(3) maintain order; and

(4) reopen the record when justice requires, if the judge has not issued a dismissal, proposal for
decision, or final decision.

(b) Judge's powers. The judge shall have the power to regulate prehearing matters, the hearing, and the
conduct of the parties and authorized representatives, including the power to:

(1) administer oaths;

(2) take testimony, including the power to question witnesses and to request the presence of a witness
from a state agency, as contemplated by APA $2001.090(d);

(3) rule on questions of evidence;

(4) rule on discovery issues;

(5) issue orders relating to hearing and prehearing matters, including orders imposing sanctions;

(6) admit or deny party status;

(7) designate the party with the burden of proof pursuant to 5155.427 of this title (relating to Burden
of Proof);

(8) exclude irrelevant, immaterial, and unduly repetitious testimony and reasonably limit the time for
presentations of evidence or argument;

(9) order parties to submit legal memoranda and proposed findings of fact and conclusions of law;

(10) issue proposals for decision pursuant to APA $2001 .062, andwhen authorized, final decisions;
and

(11) rule on motions for rehearing, when authorized.
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Source Note: The provisions of this $155.153 adopted to be effective November 26,2008, 33 TexReg
9451
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CHAPTER 155 RULES OF PROCEDURE
SUBCHAPTER D JUDGES
RULE $155.155 Orders

(a) Judge's authority. The judge has authority to:

(1) issue orders to control the conduct and scope ofthe proceeding;

(2) rule on motions;

(3) establish deadlines;

(4) schedule and conduct prehearing or posthearing conferences;

(5) require the prefiling of exhibits and testimony;

(6) set out requirements for participation in the case; and

(7) take other steps conducive to a fair and efficient contested case process.

(b) Record of rulings. Rulings not made orally at a recorded prehearing conference or hearing shall be
in writing and issued to all parties of record.

(c) Consolidation or joinder for hearing. The judge may order that cases be consolidated or joined for
hearing if:

(1) there are common issues of law or fact; and

(2) consolidation or joint hearing will promote the fair and efficient handling of the matters.

(d) Severance of issues. The judge may order severance of issues if separate hearings on such issues
will promote the fair and efficient handling of the matters.

(e) Refenal to mediation. The judge may order referral of a case to mediation or other appropriate
alternative dispute resolution procedure as provided by the Governmental Dispute Resolution Act; Tex.
Gov't Code Chapter 2009; and the statute creating SOAH, Tex. Gov't Code Chapter 2003.

(f) Final decisions. Where authorized by law, the judge may issue a final decision resolving the
contested issues in a case and ruling on all requests for relief.

Source Note: The provisions of this $155.155 adopted to be effective November 26,2008, 33 TexReg
9451
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ADMINISTRATION
STATE OFFICE OF ADMINISTRATIVE HEARTNGS

CHAPTER 155 RULES OF PROCEDURE
SUBCHAPTER D JUDGES
RULE $f55.157 SanctioningAuthority

(a) Authority to impose sanctions. For contested cases referred by an agency other than the PUC or the
TCEQ, the judge has the authority to impose appropriate sanctions against aparty or its representative
for:

(1) filing a motion or pleading that is deemed by the judge to be groundless and brought:

(A) in bad faith;

(B) for the purpose of harassment; or

(C) for any other improper purpose, such as to cause unnecessary delay or needless increase in the
cost of the proceeding;

(2) abuse of the discovery process in seeking, making, or resisting discovery; or

(3) failure to obey an order of the judge or a SOAH or referring agency rule.

(b) Sanctions that may be imposed. The judge may issue an order imposing sanctions when justified by
party or representative behavior described in subsection (a) of this section and after notice and
opportunity for hearing. Sanctions may include:

(1) disallowing or limiting further discovery by the offending party;

(2) charging all or part of the expenses of discovery against the offending party or its representatives;

(3) deeming designated facts be admitted for purposes of the proceeding;

(4) refusing to allow the offending parfy to support or oppose a claim or defense or prohibiting the
party from introducing designated matters into the record;

(5) disallowing in whole or in part requests for relief by the offending party and excluding evidence in
support ofthose requests; or

(6) striking pleadings or testimony in whole or in part.

Source Note: The provisions of this $155.157 adopted to be effective November 26,2008, 33 TexReg
9451; amended to be effective July 8,2009,34 TexReg 4505
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ADMINISTRATION
STATE OFFICE OF ADMINISTRATTVE HEARINGS
RULES OF PROCEDURE
REPRESENTATION OF PARTIES
Representation of Parties

(a) Representation for individuals. An individual may represent himself or herself or may appear by
authorized representative.

(b) Appearance by authorized representative. A party's authorized representative shall enter an
appearance with SOAH that contains the representative's mailing address and telephone and facsimile
numbers. If the party's representative is not licensed to practice law in Texas and the authority of the
representative is challenged, the representative must show authority to appear as the party's
representative.

(c) Nonresident attorney. An attorney who is a resident of and licensed to practice law in another state
and who is not an active member of the State Bar of Texas shall comply with the requirements of Tex.
Gov't Code $82.0361 and Rule XIX of the Rules Governing Admission to the Bar of Texas before
entering an appearance on behalf of a party at SOAH. Rule XIX may be found on the website of the
Board of Law Examiners.

(d) Attorney in charge. When more than one attorney makes an appearance on behalf of a party, the
attorney whose signature first appears on the initial pleading for a party shall be the attorney in charge
for that party unless another attorney is specifically designated in writing. Unless otherwise ordered by
the judge, all communications sent by SOAH or other parties regarding the matter shall be sent to the
attorney in charge.

(e) Motion to withdraw as counsel. The attorney of record or authorized representative seeking to
withdraw shall file a motion to withdraw and shall provide in the motion a mailing address and
telephone number for the party . If the party is to be represented by another attorney, the motion shall
include the mailing address, telephone number, and any facsimile number of the substitute attorney. A
party's attorney of record or authorized representative shall remain as such until a motion to withdraw is
filed and granted by the judge.

Source Note: The provisions of this $155.201 adopted to be effective November 26,2008,33 TexReg
9451
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CHAPTER 155 RULES OF PROCEDURE
SUBCHAPTER F DISCOVERY
RULE $155.251 Discovery

(a) Commencement of discovery. Discovery may begin when SOAH acquires jurisdiction under
$155.51 of this title (relating to Jurisdiction).

(b) Discovery rights. Parties have the discovery rights provided in this section, the APA, and the TRCP,
except the provisions relating to the discovery control plans. Discovery rights may be modified or
changed by the judge. For cases not adjudicated under the APA, the judge will determine what
discovery, if any, will be permitted.

(c) Forms of discovery. Parties may use the forms of discovery provided by the TRCP, with the
following modifications:

(1) Discovery period. Discovery responses and depositions must be completed by the tenth day before
the hearing on the merits begins unless otherwise ordered by the judge or agreed by the parties.
Discovery requests shall be served at least 30 days before the end of the discovery period.

(2) Copies. Copies of discovery requests and answers to those requests shall not be filed with SOAH
unless directed by the judge, or in support of a motion to compel, motion for protective order, or motion
to quash.

(3) Response. The judge may establish deadlines as necessary for discovery requests and responses. If
thejudge does not establish a deadline, responses to discovery requests, except for notices of
depositions, shall be made within 20 days after receipt.

(4) Depositions.

(A) The APA governs the taking and use of depositions unless otherwise provided by law.

(B) Except with permission of the judge upon a showing of good cause or upon agreement by all
parties, the following apply:

(D All parties must receive at least seven days' notice of a deposition.

(ii) No party or side may examine or cross-examine an individual witness for more than six hours.

(iii) Brief breaks taken during the deposition do not count in the calculation of the period for a
deposition.

(5) Requests for admissions. Unless the judge directs otherwise, each party may serve no more than25
requests on any other party.
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(6) Interrogatories. Each party may serve no more than two sets of interrogatories to any other party
unless the judge directs otherwise. The number of questions, including subsections, in a set of
interrogatories shall be limited to require no more than25 answers.

(7) In camerq inspections.If aparty's objection to a discovery request is based on a claim of privilege
or an exemption under the TRCP, and a motion to compel is timely filed, the burden is on the objecting
party to request an in camera inspection and to provide the documents for review under seal. The
request shall state the factual and legal bases that support the claimed privilege or exemption and shall
comply with the provisions of $155.101(bX2) of this title (relating to Filing Documents).

(d) Motions to compel. Unless otherwise ordered, aparty alleging failure to comply with discovery
shall file a motion to compel no later than 14 days before the first day of the hearing on the merits.

(e) Certificate of conference. The parties and their authorized representatives shall cooperate in
discovery and shall endeavor to make any agreements reasonably necessary for the efficient disposition
of the case. All discovery motions shall include a certificate of conference complying substantially with
$155.305(b)(2) of this title (relating to Motions, Generally).

(f) Subpoenas. Except in TCEQ and PUC cases, requests for issuance of subpoenas or commissions
shall be directed to the referring agency. Any such requests shall comply with the APA and the
applicable agency procedure, if any, regarding issuance of subpoenas or commissions. Disputes over
whether a request complies with applicable law will be resolved by the judge. In TCEQ and PUC cases,
a request shall be submitted in accordance with those agencies'rules.

(g) Confidentiality. Nothing in this section excuses compliance with law concerning the confidentiality
of certain records, including medical or mental health records.

Source Note: The provisions of this $155.251 adopted to be effective November 26,2008,33 TexReg
945r
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Required Form of Pleadings

(a) Content generally. Written requests for action in a contested case shall be typewritten or printed
legibly on8-ll2 x l1 inch paper and timely filed at SOAH. Photocopies are acceptable if copies are
clear and legible. A11 filings shall contain or be accompanied by the following:

(1) the name of the party seeking action;

(2) the SOAH docket number;

(3) the parties to the case and their status as petitioner or respondent;

(4) a concise statement of the type of relief, action, or order desired by the pleader and identification
ofthe specific reasons for and facts to support the action requested;

(5) a certificate of service, as required by $155.103(b) of this title (related to Service of Documents on
Parties);

(6) any other matter required by statute or rule; and

(7) the signature of the submitting party or the party's authorized representative.

(b) Amendment or supplementation of pleadings. A party may amend or supplement its pleadings only
by wriuen filing. An amendment or supplementation that includes information material to the substance
of the hearing, requests for relief, changes to the scope of the hearing, or other matters that unfairly
surprise other parties may not be filed later than ten days before the date of the hearing except by
agreement of all parties.

Source Note: The provisions of this $155.301 adopted to be effective November 26,2008, 33 TexReg
9451

NT^.,r n^ ^^r\s^u rdve Prarri nrrq Pano

List of Titles Back to List

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl:T&app:9&p_dir:N&p_rloc:138... 81912013



: Texas Administrative Code

<<Prev Rule

TITLE I
PART 7

CHAPTER 155

SUBCHAPTER G

RULE $1ss.303

Page 1 of I

Next Rule>>Texas Administrative Code
ADMINISTRATION
STATE OFFICE OF ADMINISTRATTVE HEARINGS
RULES OF PROCEDURE
PLEADINGS AND MOTIONS
Effect of Signing Pleadings

The signatures of parties or authorized representatives constitute certification that they have read the
pleading and that, to the best of their knowledge, information, and belief formed after reasonable
inquiry, the pleading is neither groundless nor brought in bad faith.

Source Note: The provisions of this $155.303 adopted to be effective November 26,2008, 33 TexReg
945r
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(a) Purpose and effect of motions. To make any request, including a request to change a setting or
obtain a ruling, order, or any other procedural relief from the judge, a party shall file a written motion.
The motion shall describe specifically the action requested and the basis for the requested action. The
mere filing of a motion that has not been ruled on by the judge, even if uncontested or agreed, does not
serve to grant the motion or to change or extend any time limit or deadline established by statute, rule,
or order, or operate to continue or delay any setting by SOAH or the judge.

(b) General requirements for motions. Except as provided in this section or chapter, all motions shall:

(1) be filed in writing no later than seven days before the date of the hearing; except, for good cause
demonstrated in the motion, the judge may consider a motion filed after that time or presented orally at
a hearing;

(2) include a certificate of conference that complies substantially with one of the following examples:

(A) Example one: "Certificate of Conference: I certifu that I conferred with name oJ'other party or
other party's authorized representative on date about this motion {Succinct statement of other party's
position on the action sought and/or a statement that the parties negotiated in goodfaith but were
unable to resolve their dispute before submitting it to the judge for resolution.) Signat?,ffe."

(B) Example two: "Certificate of Conference: I certit/ that I made reasonable but unsuccessful
attempts to confer with name of other party or other party's authorized representative on date ,or dates
about this motion {Succinctly describe these attempts.} Signature."

(3) include a reference in the motion's title to a request for a hearing on the motion if the moving party
seeks a hearing; and

(4) if requesting an extension of an established deadline, include:

(A) a proposed date for the deadline; and

(B) a certificate of conference that complies substantially with one of the examples set out in
paragraph (2) of this subsection.

(c) Responses to motions generally. Except as provided in this section or chapter, responses to motions
described in subsection (b) of this section shall be in writing and filed on the earlier of:

(l) five days after receipt of the motion; or

(2) the date and time of the hearing; however, if the judge finds a good reason has been shown, late-

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl:T&app:9&p_dir:N&p_rloc:138... 81912013
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filed responses to written motions may be presented orally at hearing.

(d) Motions to intervene or for party status. Motions for party status shall be filed no later than 20 days
prior to the date the case is set for hearing. Responses to such motions shall be filed no later than seven
days after the motion is served on other parties.

(e) Other motions. Motions to reopen the record under $155.153(a)(4) of this title (relating to Powers
and Duties), to compel and for protective orders under $155.251 of this title (relating to Discovery), to
set aside a default under $155.501(d) of this title (relating to Default Proceedings), to set aside a
dismissal for failure to prosecute under $155.503(a) of this title (relating to Dismissal Proceedings), and
for summary disposition under $155.505 (relating to Summary Disposition), shall be governed by the
referenced sections.

Source Note: The provisions of this $155.305 adopted to be effective November 26,2008, 33 TexReg
9451
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(a) Contents. Motions for continuance shall include:

(1) a statement of the number of motions for continuance previously filed in the case by each party;

(2) the specific reason for the continuance;

(3) at least three proposed dates for the rescheduled proceeding, or a deadline by which the movant
will confer with the non-moving parties to submit three agreed proposed dates; and

(4) a certificate of conference that complies substantially with one of the examples set out in $155.305
(b)(2) of this title (relating to Motions, Generally).

(b) Date of filing. Motions for continuance shall be filed no later than five days before the date of the
proceeding, except, if the judge finds a good reason has been demonstrated, the judge may consider a
motion filed after that time or presented orally at the proceeding.

(c) Date of service. Motions for continuance shall be served in accordance with $155.103 of this title
(relating to Service of Documents on Parties). However, a motion for continuance that is filed five days
or less before the date of the proceeding shall be served:

(1) by personal or facsimile delivery on the same day it is filed with SOAH, if feasible; or

(2) if same-day service is not feasible, by overnight delivery on the next business day.

(d) Responses to written motions for continuance. Responses to written motions for continuance shall
be in writing, except a response to a written motion for continuance filed on the date of the proceeding
may be presented orally at the proceeding. Responses to motions for continuance shall be filed on the
earlier of:

(1) three days after receipt of the motion; or

(2) the date and time of the proceeding.

(e) Consequences of failure to appear when a motion for continuance has not been ruled on. A case is
subject to default or dismissal for a party's failure to appear at a scheduled hearing in which a motion
for continuance has not been ruled on by the judge, even when the motion is agreed or unopposed.

Source Note: The provisions of this $155.307 adopted to be effective November 26,2008, 33 TexReg
945r
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(a) Requesting mediation.

(1) A party may request mediation in writing, or orally during a prehearing conference or hearing.

(2) A request for mediation must be based on a good faith belief that the parties may be able to resolve
all or a portion of their dispute in mediation.

(3) A party may object to a request for mediation orally or in writing.

(4) Mediation may not be used as a delay or discovery tactic.

(5) Mediation does not stay an existing procedural schedule unless ordered by the presiding judge.

(6) A judge may refer a case to mediation without agreement of the parties.

(b) Evaluation.

(1) A party may request, or the judge may order, that amediator evaluate whether a case is appropriate
for mediation.

(2) The mediator evaluating the case may conduct confidential, ex parte communications with the
parties during the course of the evaluation.

(3) The mediator will make a written recommendation to the judge. The written recommendation will
be served on all parties.

(c) Refenal to mediation.

(1) If a request for mediation is granted, the judge will refer the case to SOAH's ADR Team Leader
for assignment of a mediator, unless the parties have notified the judge that they intend to retain and
pay aprivate mediator qualified in accordance with Tex. Civ. Prac. & Rem. Code Chapter 154.

(2) The referral order may include requirements to facilitate the mediation.

(d) Assignment of SOAH mediators.

(1) SOAH's ADR Team Leader will assign a qualified judge or judges to serve as mediator or co-
mediators.

(2) If either party promptly and with good cause objects to an appointed mediator, SOAH will appoint
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another qualified judge to serve as mediator.

(3) The appointed mediator will not serve as presiding judge in the case.

(e) Use of non-SOAH mediators.

(1) Parties who agree to retain a non-SOAH qualified private mediator shall notify the presiding judge
within ten days of the mediator's retention.

(A) The notice must include the name, address, and telephone number of the non-SOAH mediator
selected; a statement that the parties have entered into an agreement with the mediator regarding the
mediator's rate and method of compensation; and an affirmation that the mediator is qualified to serve
according to Tex. Civ. Prac. & Rem. Code Chapter I54.

(B) The judge shall issue an order speciffing the date by which the mediation must be completed.

(2) When a judge refers a TCEQ case to mediation, the mediation will be conducted by a TCEQ
mediator unless aparty or TCEQ's Senior Mediator requests that SOAH conduct the mediation. TCEQ
enforcement cases shall not be referred to mediation except on request of the Executive Director's
representative.

(f) Confidentiality of mediation.

(1) All communications in a mediation are confidential and subject to the provisions of the
Governmental Dispute Resolution Act, Tex. Gov't Code $2009.054 and Tex. R. Evid. 408.

(2) The mediator shall not communicate about the mediation with the presiding judge except to
disclose in a written report, copied to all parties, whether the parties attended the mediation, whether
the matter settled, and any other stipulations or matters the parties agree to be reported.

(3) The mediator shall not be required to testi$ about communications that occur in a mediation or to
produce documents submitted to the mediator.

(g) Agreements reached in mediation.

(l) Agreements reached by the parties in mediation shall be reduced to writing and signed by the
parties before the end of the mediation, if possible.

(2) Whether an agreement signed by a governmental entity is subject to disclosure shall be determined
in accordance with applicable law.

(h) Limits on mediator's authority.

(1) A mediator has no authority to order the parties to settle their dispute.

(2) A mediator has no authority to issue orders in a case referred to mediation. Deadlines in the case
may be extended only by order of the presiding judge.

(i) This section does not limit the parties' ability to settle cases without mediation.
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Source Note: The provisions of this $155.351 adopted to be effective November 26,2008, 33 TexReg
9451
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(a) Notice of hearing. A referring agency shall provide notice of hearing to all parties in accordance
with APA $2001 .052 and shall include a specific citation to Chapter 155 of this title unless applicable
law provides otherwise.

(b) Judge's orders. A judge may issue orders regarding the date, time, and place for hearing, and orders
affecting the scope of the proceeding.

(c) Sufficiency of initial notice of hearing. A notice of rescheduling of a hearing will not affect the
sufficiency of an initial notice of hearing provided by an agency under subsection (a) of this section.

Source Note: The provisions of this $155.401 adopted to be effective November 26,2008, 33 TexReg
9451
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(a) Neutral hearing site. SOAH will designate a neutral hearing site in accordance with applicable law.

(b) Factors judge may consider. In designating a hearing site not in Austin, the judge may consider the
following factors:

(1) the amount in controversy;

(2) the number of persons in the geographical region affected by the outcome of the hearing;

(3) the estimated length of the hearing;

(4) the availability of hearing facilities;

(5) the costs to and preferences of the parties;

(6) the location of witnesses;

(7) the availability and feasibility of videoconference technology as a means to reduce costs to SOAH
and the parties;

(8) legislative restrictions on travel; and

(9) any applicable law or other factor relevant to the fair and expeditious resolution of the case.

Source Note: The provisions of this $155.403 adopted to be effective November 26,2008, 33 TexReg
9451
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(a) Request to appear by telephone. A party may request to appear or present testimony by telephone or
to present the testimony of a witness by telephone.

(1) To appear or present testimony by telephone, aparty must file a motion no later than ten days
before the proceeding unless a different time period is allowed by the judge.

(2) A motion shall include at least the following:

(A) the reason for the request;

(B) the telephone number at which the party or witness may be reached at the time of the proceeding;

(C) a statement that the party or witness will be the same person who will appear by telephone at the
proceeding; and

(D) a certificate of conference complying with $155.305(bX2) of this title (relating to Motions,
Generally).

(3) A timely, unopposed motion will be deemed granted without the necessity of an order, unless
denied by order.

(b) Request to appear by videoconference. A party may request to appear or present the testimony of a
witness by videoconference.

( 1) To appear or present testimony by videoconference, a party must file a motion no later than ten
days before the proceeding.

(2) A motion shall include a statement of the reason for the request and the city in which the party or
witness will be located at the time of the proceeding.

(c) Hearings and prehearing conferences by telephone or videoconference. The judge may conduct
hearings and prehearing conferences by telephone or videoconference upon notice to the parties, even
in the absence of a motion

(d) Substantive and procedural rights. All substantive and procedural rights apply to telephone and
videoconference proceedings, subject only to the limitations of the physical arrangement.

(e) Documentary evidence. Documentary evidence to be offere d at atelephone or videoconference
proceeding shall be served on all parties and filed with SOAH at least three days before the proceeding
unless the judge orders otherwise.
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(f) Failure to appear at telephone or videoconference proceeding. For a telephone or videoconference
proceeding, the following may be considered a failure to appear and grounds for default if the
conditions exist for more than ten minutes after the scheduled time for the proceeding:

(1) failure to answer the telephone or videoconference line;

(2) failure to free the line for the proceeding; or

(3) failure to be ready to proceed.

Source Note: The provisions of this $155.405 adopted to be effective November 26,2008, 33 TexReg
9451
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A party or witness who needs an interpreter or translator in order to participate in a proceeding shall file
a written request at least seven days before the setting. SOAH shall provide and pay for the following:

(1) an interpreter for hearing-impaired parties and witnesses, in accordance with $2001.055 of the
APA;

(2) reader services or other communication services for visually-impaired parties and witnesses; and

(3) a certified language interpreter.

Source Note: The provisions of this $155.407 adopted to be effective November 26,2008, 33 TexReg
9451
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(a) Proceedings open to public. Unless prohibited by law, all SOAH proceedings are open to the public.

(b) Removal of persons from proceeding. The judge retains the authority to remove persons whose
conduct impedes the orderly progress of the proceeding and to take necessary steps to limit attendance
due to any physical limitations of the hearing facility.

(c) Public comment. When authorized by statute, members of the public shall be allowed to make
public comment addressing matters pertinent to the issues in the case. Unless provided by law, public
comment is not part of the evidentiary record of the case.

Source Note: The provisions of this $155.409 adopted to be effective November 26,2008,33 TexReg
94sl
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CHAPTER 155

SUBCHAPTER I
RULE $15s.411

(a) [hen coverage is permitted. Proceedings that are open to the public may be broadcast, televised,
recorded, or photographed unobtrusively and in a manner that does not interfere with the orderly
conduct of the proceeding.

(b) When coverage is prohibited.

(1) Media coverage of proceedings closed to the public is prohibited.

(2) Media coverage of conferences between an attorney and client, witness, or aide, or between
attorneys is prohibited.

(c) Authority of presiding judge.

(1) The judge may deny, limit, or terminate media coverage that is obtrusive or interferes with the
orderly conduct of the proceeding.

(2) No proceeding will be delayed or continued for the sole purpose of allowing media coverage.

(d) Equipment and personnel. The judge may speciff the placement of media personnel and equipment
to permit reasonable coverage without disruption to the proceeding. Unless the judge orders otherwise,
the following standards apply to the placement and operation of media equipment:

(1) If media coverage is sought by more than one person or entity, the judge may require a pool
system to be used. It will. be the responsibility of the media to resolve any disputes among themselves
as to which personnel will operate equipment in the hearing room.

(2) Equipment shall not produce distracting sound or light. Moving lights, flash attachments, or
sudden lighting changes shall not be used.

(3) Operators shall not move equipment while the hearing is in session or otherwise cause a
distraction. All equipment shall be in place in advance of the commencement of the proceeding.

(4) Media personnel operating outside the hearing room shall not create a distraction and shall
withdraw whenever necessary to avoid restricting movement of persons passing through the hearing
room door.

Source Note: The provisions of this $ 155.411 adopted to be effective Novemb er 26,2008,33 TexReg
9451
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Redaction of Documents

(a) Redaction of personal identifiers. A person who files documents at SOAH, including exhibits
offered at hearing, shall redact from the documents all personal identifiers that are:

(1) protected by law from disclosure; or

(2) unnecessary for resolution of the case. At the time of filing, SOAH personnel will not be
responsible for screening documents for compliance with this rule.

(b) Personal identifiers. "Personal identifiers" shall include: Social Security numbers, taxpayer
identification numbers, full names of minors, full names of persons who are patients or clients in a
health care setting, full names of persons who are victims of crimes, addresses and telephone numbers
of commissioned peace officers, expunged criminal records, or records subject to a non-disclosure
order issued by a court of this state unless allowed by law.

(c) Protective measures. If the judge determines that personal identifiers are necessary to the resolution
of the case, the judge may admit the information into the record under seal or employ appropriate
protective measures.

(d) Return to party for redaction. If the judge determines that the personal identifiers are not necessary
to the resolution of the case, the judge may order the documents redacted prior to their admission into
the record.

Source Note: The provisions of this $155.413 adopted to be effective November 26,2008,33 TexReg
94sl
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Party Agreements

Unless otherwise provided in this chapter, no agreement between attorneys or parties regarding a
contested case pending before SOAH will be enforced unless it is in writing, signed, and filed with
SOAH or entered on the record at the hearing or prehearing conference.

Source Note: The provisions of this $155.415 adopted to be effective November 26,2008, 33 TexReg
945r
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(a) Generally. Subject to the judge's approval, the parties may stipulate to any factual, legal, or
procedural matters.

(b) Record of stipulations. A stipulation must be filed in writing or stated on the record.

Source Note: The provisions of this $155.417 adopted to be effective November 26,2008, 33 TexReg
9451
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Agency's Rules

(a) Agency policy. Any party relying on a specific agency policy not incorporated in a rule has the
burden of authenticating the policy and showing it to be applicable to a factual or legal issue in the
case.

(b) Judge's consideration of agency policy. In resolving contested issues, the judge shall consider any
applicable agency policy not incorporated in the agency's rules that is supported by the evidence. The
judge's decision or recommendation on whether to apply an agency's policy will depend upon the
nature and context ofthe policy and any request to apply it, and other factors such as:

(1) the extent to which the parties were given notice of the policy, including whether:

(A) the policy was made available through a generally accessible internet site as provided in Tex.
Gov't Code $2001.007(a);

(B) the parties had adequate opportunity to address it in the presentation of their cases and
arguments; and

(C) any party opposes application of the policy in the case.

(2) the specificity of the policy statement and the relative certainty of its applicability to the case;

(3) the stability and duration of the policy, as illustrated by the type of process that led to its adoption
(including whether it was published in the Texas Register), the frequency and consistency with which it
has been previously applied, and the level of formality of the process required for the agency to amend
it;

(a) the highest level within the agency at which the policy has been adopted or ratified;

(5) whether the policy is a substantive principle coming within the agency's subject matter expertise
and jurisdiction or pertains more to contested case procedure and practice; and

(6) whether application of the policy would violate applicable constitutional or statutory provisions or
would be inconsistent with applicable decisions by Texas courts.

Source Note: The provisions of this $155.419 adopted to be effective November 26,2008, 33 TexReg
9451
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In cases referred by the PUC and the TCEQ, aparty may move to certifu an issue to the respective
commission. A judge may also certifu an issue without a motion. Certified questions are governed by
the rules of the PUC and the TCEQ.

Source Note: The provisions of this $155.421 adopted to be effective November 26,2008, 33 TexReg
945r
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(a) Record of proceedings. A record will be made of all contested case proceedings. At the judge's
discretion, the making of a record of a prehearing conference may be waived. The actions taken at the
prehearing conference may instead be reflected in a written order.

(b) Court reporters. Unless otherwise ordered by the judge, the referring agency shall provide a court
reporter for any proceeding set to last longer than one day.

(c) SOAH's responsibility. For any proceeding in a docket set to last no longer than one day, SOAH is
responsible for making a recording of the proceeding unless otherwise ordered by the judge.

(d) Official record. The recording made by SOAH under subsection (c) of this section or the transcript
prepared under subsection (e) of this section is the official record of the proceeding for purposes of all
actions within SOAH's jurisdiction. The judge may order a different means of making a record and may
designate that record as the official record of the proceeding.

(e) Transcripts. The court reporter shall make a stenographic record of the proceeding but shall prepare
a transcript only on the request of a party or the judge. If a proceeding lasts longer than one day, the
judge may order that a transcript be prepared. Costs of a transcript ordered by any party ordinarily shall
be paid by that party. If SOAH has recorded the proceeding, the referring agency shall inform SOAH of
the need to deliver a copy of the original recording to a court reporter.

(1) The original transcript shall be filed with SOAH.

(2) The transcript prepared according to these procedures becomes the official record of the
proceedings for purposes of all actions within SOAH's jurisdiction.

(3) Proposed written corrections of purported transcript errors must be filed with SOAH and served on
the parties and the court reporter before issuance of the proposal for decision or final decision. The
judge may establish deadlines for the filing of proposed corrections and responses. The transcript will
be corrected only upon order ofthe judge.

(f) Maintenance of exhibits and official record. The judge shall maintain all exhibits admiued during
the proceeding and the offrcial record of the proceeding.

(1) The judge may allow the court reporter to retain the exhibits and the recording of the proceeding, if
applicable, while a transcript is being prepared.

(2) The judge may retain the exhibits and transcript or recording to prepare for presentation of the
proposal for decision to the referring agency. SOAH will send the exhibits and transcript or recording
to the referring agency no later than after:

http://info.sos.state.tx.us/plsipub/readtac$ext.TacPage?sl:T&app:9&p_dir-N&p_rloc:138. .. 81912013
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(A) the judge has issued the final decision;

(B) the judge has issued the proposal for decision and the deadline for filing exceptions and replies
has passed.

(g) Sealing records. The judge may order all or part of the record sealed in accordance with applicable
law or rule or upon a showing of the following:

(l) a specific, serious, and substantial interest that clearly outweighs the presumption of openness that
applies to SOAH's records;

(2) any probable adverse effect that sealing will have upon the public health or safety; and

(3) no less restrictive means than sealing the records will adequately and effectively protect the
specific interest asserted.

Source Note: The provisions of this 5155,423 adopted to be effective November 26,2008, 33 TexReg
9451
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(a) Control of the hearing. The judge shall exercise reasonable control over the mode and order of
presenting preliminary matters, pending motions, opening statements, witness testimony and other
evidence, oral or written closing argument, and other processes in the hearing.

(b) Designation of order of parties' presentations. The judge will designate the order in which the
parties will present evidence and argument. Generally, the party with the burden of proof will present
evidence first and will open and conclude oral argument. The judge shall designate the party with the
burden of proof in accordance with $155.427 of this title (relating to Burden of Proof).

Source Note: The provisions of this $155.425 adopted to be effective November 26,2008,33 TexReg
945r
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In determining which party bears the burden of proof, the judge shall first consider the applicable
statute, the referring agency's rules, and the referring agency's policy in accordance with $155.419 of
this title (relating to Consideration of Policy Not Incorporated in Referring Agency's Rules). After
considering those sources, the judge may consider additional factors, including:

(1) the status of the parties;

(2) the parties' relative access to and control over information pertinent to the merits of the case;

(3) the party seeking affirmative relief;

(4) the party seeking to change the status quo; and

(5) whether apar:ty would be required to prove a negative.

Source Note: The provisions of this 5155.427 adopted to be effective November 26,2008, 33 TexReg
945r
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(a) Rules of evidence.

(1) The Texas Rules of Evidence as applied in a nonjury civil case in district court govern contested
case hearings conducted by SOAH.

(2) Evidence may be admitted if it meets the standards set out in Tex. Gov't Code $2001.081.

(b) Physical evidence: Exhibits.

(1) Paper size. Documents shall not be submitted on paper other than 8-ll2 x 1 1 inches unless good
cause is shown that the documents cannot be reduced without loss of information.

(2) Numbering of pages. Any multipage document shall be paginated.

(3) Physical limits.

(A) Exhibits offered as evidence must not unduly encumber the records of SOAH bv their size or
other qualities.

(B) Physical evidence that is bulky, dangerous, perishable, or otherwise not suitable for inclusion in
agency records shall not be offered into the record.

(C) A party seeking to admit an exhibit contrary to this section must make reasonable efforts to use
photographs, recordings, or other mechanical or electronic means to substitute for physical evidence
that would encumber SOAH's records.

(D) Maps, drawings, blueprints, and other documents not reasonably susceptible to reduction shall be
rolled or folded to avoid physically encumbering the record.

(4) Numbering of exhibits.

(A) Each exhibit to be offered shall first be numbered by the offering party or court reporter.

(B) Copies of the original exhibit shall be furnished by the party offering the exhibit to the presiding
judge and to each party present at the hearing unless otherwise ordered by the judge.

(5) Excluded exhibits. An exhibit excluded from evidence will be considered withdrawn by the
offering party and will be returned to the party, unless the party makes an offer of proof in accordance
with the Texas Rules of Evidence.
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(6) Non-conforming exhibits. The judge may exclude exhibits not conforming to this section.

(c) Testimonial evidence.

(1) Prefiled testimony.

(A) The judge may require that exhibits and testimony of witnesses to be called at hearing be
submitted in writing, filed prior to hearing, and served on other parties.

(B) The judge may require that objections to exhibits and objections to testimony of witnesses to be
called at hearing be submitted in writing, filed prior to hearing, and served on other parties.

(C) A party may object to the prefiling of exhibits, testimony, and objections if the hearing will not
be expedited and the interests of the parties will be substantially prejudiced by the entry of an order
under this section.

(2) Exclusion of witnesses.

(A) At the request of either party or by the judge's own action, the judge may:

(i) order witnesses excluded from the hearing room so that they may not hear the proceedings;

(ii) instruct the witnesses not to converse about the case with each other or any person other than
the attorneys in the proceeding except by permission of the judge; and

(iii) instruct the witnesses not to read any report of, or comment upon, the testimony in the case
while under order of this section.

(B) This section does not authorize the exclusion of:

(i) a party who is a natural person or the spouse of such natural person;

(ii) an officer or employee of a party that is not a natural person and who is designated by the party
as its representative;

(iii) a person whose presence is shown by apafi to be essential to the presentation of the party's
case.

Source Note: The provisions of this 5155.429 adopted to be effective November26,2008,33 TexReg
945r
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CHAPTER 155

SUBCHAPTER I
RULE $1ss.431

(a) Standards of conduct. Parties, representatives, and other participants shall conduct themselves with
dignity, show courtesy and respect for one another and for the judge, follow any additional guidelines
of decorum prescribed by the judge, and adhere to the time schedule. Attorneys shall adhere to the
standards of conduct in the Texas Lawyers' Creed promulgated by the Texas Supreme Court.

(b) Judge's authority. To maintain and enforce proper conduct and decorum, the judge may take
appropriate action, including:

(l) issuing a warning;

(2) excluding persons from the proceeding; and

(3) recessing the proceeding.

Source Note: The provisions of this $155.431 adopted to be effective November 26,2008, 33 TexReg
94sl
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(a) Default . lf a party that does not bear the burden of proof and to whom a notice of hearing is served
or provided under this section fails to appear for hearing, the judge may proceed in that party's absence
on a default basis. If a proposal for decision or final decision is issued, the factual allegations listed in
the notice of hearing will be deemed admitted.

(b) Proof to support default. Any default proceeding under this section requires adequate proof of the
following:

(1) proper notice was received by the defaulting party;

(2) the notice included a disclosure in at least l2-point, bold-face type that the factual allegations
listed in the notice could be deemed admitted, and the relief sought in the notice of hearing might be
granted by default against the party that fails to appear at hearing; and

(3) the notice satisfies the requirement of Texas Government Code, $2001.051 and $2001 .052, and,

$155.401 of this title (relating to Notice of Hearing).

(c) Alternative showing of notice. In the alternative, when it is not possible to prove actual receipt of
notice, a hearing may proceed on a default basis if:

(1) the referring agency's statute or rules authorize service of the notice of hearing by sending it to the
party's last known address as shown by the referring agency's records; and

(2) there is credible evidence that the notice of hearing was sent by first class or certified mail to such
address.

(d) Upon receiving the required showing of proof to support a default, the judge may announce the
default, recess the hearing, issue an order dismissing the case from the SOAH docket, and return the
file to the referring agency for informal disposition on a default basis in accordance with Texas
Government Code, $2001.056. If there is adequate proof of notice to support a default, the judge shall
include a finding of adequate notice in the order dismissing the case from the SOAH docket.

(e) In the absence ofreceiving adequate proofto support a default, thejudge shall continue the case and
direct the party responsible for the provision of notic-e to provide adequate notice. If the responsible
party persists in failing to provide adequate notice, the judge may dismiss the case from the SOAH
docket without prejudice to refiling.

(f) Motion to set aside default. A party may file a motion with SOAH no later than ten days after the
hearing to set aside a default announced at the hearing and to reopen the record. The judge will not
issue a dispositive order or proposal for decision during this ten-day period. If a timely motion to set
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aside a default is filed, the judge may grant the motion, set aside the default, and reopen the hearing for
good cause shown, or in the interests of iustice.

Source Note: The provisions of this $155.501 adopted to be effective November 26,2008,33 TexReg
9451; amended to be effective September 22,2011,36 TexReg 6257
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SUBCHAPTER J DISPOSITION OF CASE
RULE $155.503 Dismissal Proceedings

(a) Failure to prosecute.

(1) A contested case may be dismissed in whole or in part for want of prosecution if the party seeking
affirmative relief or the party requesting the hearing:

(A) fails to appear for any hearing of which the party had notice; or

(B) fails to prosecute the case in accordance with a requirement of statute, rule, or order of the judge.

(2) Dismissal under this section removes the case from the SOAH docket without a decision on the
merits.

(3) The judge may issue a conditional order of dismissal that:

(A) explains the party's failure to prosecute;

(B) informs the parfy of an opportumty to contest the dismissal; and

(C) states the order of dismissal will become final unless:

(i) the party files a motion to retain the case on the docket not later than2} days after the order is
signed; and

(ii) the motion to retain specifies the bases for the motion.

(a) The judge may grant a motion to retain if the moving party shows good cause for failure to
prosecute.

(b) Other Dismissal Actions.

(1) The judge may dismiss a case or a portion of the case from SOAH's docket for:

(A) lack ofjurisdiction over the matter by the referring agency;

(B) lack of statute, rule, or contract authorizing SOAH to conduct the proceeding;

(C) mootness of the case;

(D) failure to state a claim for which relief can be grante<i; or
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(E) unnecessary duplication of proceedings.

(2) The judge may issue an order in response to a party's motion or after the judge notifies the parties
of an intent to dismiss a case and allows time for responses.

(c) Dismissal from SOAH's docket.

(1) A judge may dismiss a matter from SOAH's docket with or without prejudice if a moving party
withdraws its entire claim or the parties settle all matters in controversy.

(2) A judge may order withdrawn or settled matters severed before dismissing them if other related
matters in the docket remain in controversy.

Source Note: The provisions of this $155.503 adopted to be effective November 26,2008, 33 TexReg
9451
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RULE $155.505 Summary Disposition

(a) Final decision or proposal for decision on summary disposition. Summary disposition shall be
granted on all or part of a contested case if the pleadings, the motion for summary disposition, and the
sunmary disposition evidence show that there is no genuine issue as to any material fact and that the
moving party is entitled to a decision in its favor as a matter of law on all or some of the issues
expressly set out in the motion. Summary disposition is not permitted based on the ground that there is
no evidence of one or more essential elements of a claim or defense on which the opposing party would
have the burden ofproofat hearing.

(b) Motions: deadlines, content, and format.

(1) A party may file a motion for summary disposition atany time after SOAH acquires jurisdiction
over a case, but the motion must be filed at least 30 days before a scheduled hearing on the merits,
unless otherwise ordered by the judge.

(2) The motion shall state the specific issues upon which summary disposition is sought and the
specifi c grounds justifying sunmary disposition.

(3) The motion shall also separately state all material facts upon which the motion is based. Each
material fact stated shall be followed by a clear and specific reference to the supporting summary
disposition evidence.

(4) The first page of the motion shall contain the following statement in at least l2-point, bold-face
type: "Notice to parties: This motion requests the judge to decide some or all of the issues in this case
without holding an evidentiary hearing on the merits. You have 14 days after you received this motion
to file a response. If you do not file a response, this case may be decided against you without an
evidentiary hearing on the merits. See SOAH's rules at 1 Texas Administrative Code $155.505. These
rules are available on SOAH's public website."

(5) A party's motion may be denied for failure to comply with these requirements.

(c) Responses to motions: deadlines, content, and format.

(1) A parry may file a response and summary disposition evidence to oppose a motion for summary
disposition. The response and opposing sunmary disposition evidence shall be filed within 14 days of
receipt of the motion, unless otherwise ordered by the judge.

(2) The response shall include all arguments against the motion for summary disposition, any
objections to the form of the motion, and any objections to the swnmary disposition evidence offered in
support of the motion.
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(d) Summary disposition evidence.

(l) Summary disposition evidence may include deposition transcripts, interrogatory answers and other
discovery responses, pleadings, admissions, affidavits, materials obtained by discovery, matters
officially noticed, stipulations, authenticated or certified public, business, or medical records, and other
admissible evidence. No oral testimony shall be received at a hearing on a motion for summary
disposition.

(2) Summary disposition may be based on uncontroverted written testimonial evidence of an
interested witness, or of an expert witness as to subject matter conceming which the judge must be
guided solely by the opinion testimony of experts, if the evidence is clear, positive and direct, otherwise
credible and free from contradictions and inconsistencies, and could have been readily controverted.

(3) All summary disposition evidence offered in support of or in opposition to a motion for summary
disposition shall be filed with the motion or response. Copies of relevant portions of materials obtained
by discovery that are relied upon to support or oppose a motion for summary disposition shall be
included in the summary disposition evidence.

(e) Proceedings on motions.

(1) A judge may hold a hearing on a motion for summary disposition or rule on the motion without a
hearing.

(2) If summary disposition is granted on all contested issues in a case, the judge shall close the record
and prepare a final decision or proposal for decision as appropriate. The final decision or proposal for
decision shall include a statement of reasons, findings of fact, and conclusions of law in support of the
summary disposition rendered.

(3) If summary disposition is granted on some but not all of the contested issues in a case, the judge
shall not take evidence or hear further argument upon the issues for which sunmary disposition has
been granted. Thejudge shall issue an order:

(A) speciSing the facts about which there is no genuine issue;

(B) specif ing the issues for which sunmary disposition has been granted; and

(C) directing further proceedings as necessary.If an evidentiary hearing is held on the remaining
issues, the facts and issues resolved by summary disposition shall be deemed established, and the
hearing shall be conducted accordingly. After the evidentiary hearing is concluded, the judge shall
include in the final decision or proposal for decision a statement of reasons, findings of fact, and
conclusions of law in support of the partial summary disposition rendered.

Source Note: The provisions of this $155.505 adopted to be effective November 26,2008, 33 TexReg
9451; amended to be effective July T6,2013,38 TexReg 4509
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CHAPTER 155 RULES OF PROCEDURE
SUBCHAPTER J DISPOSITION OF CASE
RULE $155.507 Proposal for Decision

(a) Proposal for decision. For contested cases in which the judge does not have authority to issue a final
decision, thejudge shall prepare a proposal for decision.

(b) Submission of the proposal for decision. The judge shall submit the proposal for decision to the
referring agency and furnish a copy to each parfy.

(c) Exceptions and replies. The parties may submit to the judge and the referring agency exceptions to
the proposal for decision and replies to exceptions to the proposal for decision.

(1) Unless the referring agency's rules apply by statute, exceptions shall be filed within 15 days after
the date of service of the proposal for decision. A reply to the exceptions shall be filed within 15 days
of the filing of the exceptions.

(2) If the proposal for decision was served by hand delivery or by facsimile, the date of service shall
be presumed to be the date of delivery. If the proposal for decision was served by regular mail,
interagency mail, certified mail, or registered mail, the date of service shall be presumed to be no later
than thee days after mailing.

(3) The judge may extend or shorten the time to file exceptions or replies.

(4) The parties shall file with SOAH any motions for extension of time to file exceptions and replies.
Parties'motions for extensions of time shall be filed no later than five days before the applicable
deadline for submission of exceptions or replies and shall demonstrate either:

(A) good cause for the requested extension; or

(B) agreement of all other parties to the extension.

(d) Judge's review of exceptions and replies. The judge shall review all exceptions and replies and
notiff the referring agency and parties whether the judge recommends any changes to the proposal for
decision.

(e) Judge's authority. The judge may:

(1) amend the proposal for decision in response to exceptions and replies to exceptions; and

(2) correct any clerical errors in the proposal for decision.

Source Note: The provisions of this $155.507 adopted to be effective November 26,2008, 33 TexReg
9451
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Temporary Administrative Law Judges

(a) Ifjudges employed by the State Office of Administrative Hearings are not available to hear a case
within a reasonable time, the chiefjudge may contract with qualified individuals to serve as temporary
administrative law judges.

(b) To serve as a temporary administrative law judge, &n individual must be licensed to practice law in
the State of Texas and have five years experience in administrative law from conducting hearings under
the Administrative Procedure Act and/or practicing administrative law.

(c) The chiefjudge will also consider:

(1) qualifications and experience; and

(2) expertise related to the subject matter of the hearing.

(d) To be considered for service as a temporary administrative law judge, an individual must comply
with any applicable state bidding requirements.

Source Note: The provisions of this $ 1 57. 1 adopted to be effective October 5, 1992, 1 7 TexReg 6443;
amended to be effective June 6, 1995,20 TexReg 3829; amended to be effective November 17,2005,
30 TexRes 7428
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GENERAL
Scope

(a) This chapter applies to contested hearings before SOAH concerning administrative suspension,
denial, or disqualification of drivers' licenses under the Administrative License Revocation (ALR)
Program govemed by Texas Transportation Code, Chapters 522,524, and724.

(b) These regulations shall be construed to ensure the fair and expeditious determination of every
action.

(c) These rules shall supplement the procedures required by law, but to the extent they conflict with
Texas Govemment Code, Chapter 2001, the provisions of this chapter shall prevail.

Source Note: The provisions of this $159.1 adopted to be effective January 20,2009,34 TexReg 329
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SUBCHAPTERA GENERAL
RULE $159.3 Definitions

In this chapter, the following terms have the meaning indicated:

(1) Adult--An individual twenty-one years of age or older.

(2) ALR suspension--An administrative driver's license disqualification, suspension, or denial under
the ALR Program which is the subject of this chapter.

(3) Alcohol concentration--Defined in Texas Penal Code 949.01.

(4) Alcohol-related or drug-related enforcement contact--Defined in Texas Transportation Code
$s24.001.

(5) Certified breath test technical supervisor--A person who has been certified by DPS to maintain and
direct the operation of a breath test instrument used to analyze breath specimens of persons suspected
of driving while intoxicated.

(6) Contested case--A proceeding brought under Texas Transportation Code, Chapter 522, Subchapter
I; Chapter 524, Subchapter D; or Chapter T24,Subchapter D.

(7) Defendant--One who holds a license as defined in Texas Transportation Code, Chapter 521, or an
unlicensed driver, whose legal rights, duties, statutory entitlement, or privileges may be affected by the
outcome of a contested case under this chapter.

(8) Denial--The non-issuance of a license or permit, and loss of the privilege to obtain a license or
permit.

(9) DPS--The Texas Department of Public Safety.

(10) Driver--A person who drives or is in actual physical control of a motor vehicle.

(11) Final decision--The decision issued by a judge who hears the contested case or another judge who
reviewed the record in its entirety and who is authorized under appropriate law to issue final decisions
in an ALR case.

(12) Intoxicated--Defined in Texas Penal Code 949.01(2).

(13) Minor--An individual under twenty-one years of age.

(14) operate--To drive or be in actual physical control of a motor vehicle.

http:/iinfo.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl:T&app:9&p_dir-N&p_rloc:139. .. 81912013
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(15) Peace officer--A person elected, employed, or appointed as a peace officer under Texas Criminal
Procedure Code $2.12 or other law. A peace officer may also be referred to as an arresting officer.

(16) Public place--Defined in Texas Penal Code, Chapter l, and Texas Transportation Code, Chapter
524.

(17) Test--The taking of blood or breath specimens as set out in Texas Transportation Code, Chapters
522,524 and724.

(18) The following terms are defined in 1 Texas Administrative Code $155.5 (relating to Definitions):
Administrative Law Judge or judge; APA; authorized representative; Chief Judge; law; party; person;
and SOAH.

Source Note: The provisions of this $159.3 adopted to be effective January 20,2009,34 TexReg 329
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Computation of Time

In computing time periods prescribed by this chapter or by a judge's order, the day of the act, event, or
default on which the designated period of time begins to run is not included. The last day of the period
is included, unless it is a Saturday, a Sunday, an official state holiday, or another day on which SOAH
is closed, in which case the time period will be deemed to end on the next day that SOAH is open.
When these rules speci$ a deadline or set a number of days for filing documents or taking other
actions, the computation of time shall be by calendar days rather than business days, unless otherwise
provided in this chapter or a judge's order. However, if the period within which to act is five days or
less, the intervening Saturdays, Sundays, and legal holidays are not counted, unless this chapter or a
judge's order otherwise specifically provides.

Source Note: The provisions of this $159.5 adopted to be effective January 20,2009,34 TexReg 329
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Other SOAH Rules of Procedure

Other SOAH rules of procedure found at Chapters 155 of this title (relating to Rules of Procedure),I57
of this title (relating to Temporary Administrative Law Judges) and 161 of this title (relating to
Requests for Records) may apply in contested cases under this chapter unless there are specific
applicable procedures set out in this chapter. The rules that specifically apply include:

(1) Subchapter D, $155.151 of this title (relating to Assignment of Judges to Cases);

(2) Subchapter D, $155.153 of this title (relating to Powers and Duties);

(3) Subchapter E, $155.201 of this title (relating to Representation of Parties);

(4) Subchapter I, $155.417 of this title (relating to Stipulations);

(5) Subchapter I, $155.425 of this title (relating to Procedure at Hearing);

(6) Subchapter I, $155.431 of this title (relating to Conduct and Decorum);

(7) $157.1 of this title (relating to Temporary Administrative Law Judges); and

(8) $161.1 of this title (relating to Charges for Copies of Public Information).

Source Note: The provisions of this $159.7 adopted to be effective January 20,2009,34 TexReg 329
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Withdrawal of Counsel

(a) An attorney may seek to withdraw from representing a defendant only upon written motion for good
cause shown. If another attorney is to be substituted as attorney for the defendant, the motion shall state
the substituted attorney's name, address, telephone number, and teleiopier number and state that the
attorney approves the substitution.

(b) If the defendant has no substitute attorney, the withdrawing attorney must include the defendant's
last known address and a statement indicating whether the defendant consents to the withdrawal. If
defendant does not consent to the withdrawal, the attorney also must affirm that the defendant has been
informed of the right to object to the motion.

(c) If the motion to withdraw is granted, the withdrawing attorney shall immediately noti$'the
defendant in writing of any additional settings or deadlines of which the attorney has knowledge at the
time of the withdrawal and about which the attorney has not already notified the defendant.

Source Note: The provisions of this $159.51 adopted to be effective January 20,2009,34 TexReg 330
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Breath Test Operator and Technical Supervisor

(a) A request for the issuance ofa subpoena for the appearance ofa breath test operator or technical
supervisor shall include an affidavit based on personal knowledge establishing a genuine issue
concerning the validity of the breath test that requires the appearance of the witness to resolve. A
request for subpoena that is not granted prior to the hearing may be re-urged at the hearing if the
evidence raises such an issue. If the ALJ grants the request during the hearing, the hearing shall
reconvene at alater date for the appearance of the witness.

(b) The provisions found at $159.103(a), (d), (0(1), (3), and (a), (g)(3), (h) and (i) of this title (relating
to Subpoenas) also apply to this section.

Source Note: The provisions of this $159.101 adopted to be effective January 20,2009,34 TexReg
330; amended to be effective May 30, 2010,35 TexReg 4145
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SUBCHAPTER C WITNESSES AND SUBPOENAS
RULE $159.103 Subpoenas

(a) Scope.

(1) A subpoena may command a person to give testimony for an ALR hearing and/or produce
designated documents or tangible things in the actual possession of that person.

(2) The party who causes a subpoena to issue must take reasonable steps to avoid imposing undue
burden or expense on the person served.

(3) If a party thatrequests or issues a subpoena fails to timely appear at the hearing, any subpoenaed
witnesses will be released.

(b) Attorney-issued subpoenas. An attorney who is authorized to practice law in the State of Texas may
issue up to two subpoenas for witnesses to appear at a hearing. One subpoena may be issued to compel
the presence of the peace officer who was primarily responsible for the defendant's stop or initial
detention and the other may be issued to compel the presence of the peace officer who was primarily
responsible for finding probable cause to arrest the defendant. If the same officer was primarily
responsible for both the defendant's stop and arrest, the attorney may issue only one subpoena.

(c) Subpoena request filed with judge. No later than ten days prior to the hearing, aparty may file a
subpoena request with SOAH that demonstrates good cause to compel a witness's appearance in person
or by telephone or video conference, when:

(l) a party intends to call more than two peace officers to testifr as witnesses;

(2) aparty seeks to compel the presence of witnesses who are not peace officers; or

(3) a defendant, who is not represented by ao attorney, seeks to compel the presence of witnesses.

(d) Subpoena form. A subpoena must be issued on the form provided at www.soah.state.tx.us.

(e) Judge's discretion. The decision to issue a subpoena, as described in subsection (c) of this section,
shall be in the sound discretion of the judge assigned to the case. The judge shall refuse to issue a
subpoena if:

(1) the testimony or documentary evidence is immaterial, irrelevant, or would be unduly repetitious;
or

(2) good cause has not been demonstrated.
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(f) Service upon witness.

(l) The party who issues or is granted a subpoena shall be responsible for having the subpoena served
in accordance with Texas Rule of Civil Procedure I76.5, or by accepted alternative methods established
by a peace offrcer's law enforcement agency.

(2) A subpoena must be served at least five calendar days before the hearing.

(3) After a subpoena issued by an attorney or judge is served upon a witness, a witness fee check or
money order in the amount of $ 1 0 and the return of service of the subpoena must be filed at SOAH at
least three calendar days prior to the hearing. In addition, if the witness will be traveling more than 25
miles round-trip to the hearing from the witness's office or residence, mileage reimbursement must also
be filed with SOAH at the same time. The amount of mileage reimbursement will be that listed in the
state mileage guide at http : I I ecpa. cpa. state.tx. us/mileage/Mileage j sp.

(4) If special equipment will be required in order to offer subpoenaed documents or tangible things,
the party seeking their admission shall be required to supply the necessary equipment. The party
requesting a subpoena duces tecum may be required to advance the reasonable costs of reproducing the
documents or tangible things requested.

(g) Service upon opposing party.

(1) A par,ty that issues a subpoena under subsection (b) of this section must serve the opposing party
with a copy of the subpoena on the same date it is issued.

(2) Apart1 that requests a subpoena under subsection (c) of this section must serve the opposing party
with a copy of the request at the time it is filed with SOAH.

(3) A party that serves a subpoena must provide the opposing party with a copy of the return of service
when the subpoena has been served and not later than three calendar days prior to the hearing.

(h) Continuing effect. A properly issued subpoena remains in effect until the judge releases the witness
or grants a motion to quash or for protective order. If a hearing is rescheduled and a subpoena is
extended, and unless the judge specifically directs otherwise, the party who requested the continuance
shall promptly notifi any subpoenaed witnesses of the new hearing date.

(i) Motion to quash or for protective order.

(1) On behalf of a subpoenaed witness, a party may move to quash a subpoena or for a protective
order. A party that moves to quash a subpoena must serve the motion on the other party at the time the
motion is filed with SOAH.

(2) Aparty may seek an order from the judge at any time after the motion to quash or motion for
protective order has been filed.

(3) In ruling on motions to quash or for protection, the judge must provide a person served with a
subpoena an adequate time for compliance, protection from disclosure of privileged material or
information, and protection from undue burden or expense. The judge also may impose reasonable
conditions on compliance with a subpoena.
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(a) If a subpoena request is denied or if a subpoena is quashed, any witness fee or mileage
reimbursement fee that has been tendered to a witness or filed with SOAH shall be returned to the party
who tendered the fees.

Source Note: The provisions of this $159.103 adopted to be effective January 20,2009,34 TexReg
330
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Prehearing Discovery

The scope of prehearing discovery in these proceedings is as follows:

(1) A defendant shall be allowed to review, inspect and obtain copies of any non-privileged
documents or records in DPS's ALR file or in the possession of DPS's ALR Division. All requests for
discovery must be in writing and shall be served upon DPS as prescribedin3T TAC $17.16 (relating to
Service on the Department of Certain Items Required to be Served on, Mailed to, or Filed with the
Department). The request for discovery may not be filed with DPS sooner than the date of the request
for hearing and may not be filed sooner than hve days from the date of the notice of suspension. Upon a
showing of harm by the defendant, and upon a showing of a proper request for discovery, rro document
in the ALR Division's actual possession will be admissible unless it was provided to the defendant
within five business days of the receipt of the request for production. If the ALR Division does not have
any or all the documents in its actual possession, it shall respond within five business days of
defendant's request, setting out that it does not have the documents in its actual possession. DPS has a
duty to supplement all its discovery responses within five business days from the time DPS's ALR
Division receives possession of the discoverable documents. If a document is received by the defendant
fewer than ten calendar days prior to the scheduled hearing, the judge shall grant a continuance on the
request of a party. The judge may grant only one continuance for DPS's production of documents fewer
than ten calendar days prior to the scheduled hearing.

(2) If a request for inspection, maintenance andlor repair records for the instrument used to test the
defendant's specimen is made by the defendant, and those records are in the actual possession of DPS,
DPS shall supply such records to the defendant within five days of receipt of the request, provided
however, that the records to be provided shall be for the period covering 30 days prior to the test date
and 30 days following the test date. If DPS fails to provide the properly requested records after the
defendant has paid reasonable copying charges for the records, evidence of the breath specimen shall
not be admitted into evidence.

(3) Depositions, interrogatories, and requests for admission shall not be permitted in ALR
proceedings.

(4) Notwithstanding paragraph (1) of this section, if a party believes evidence from a third party is
relevant and probative to the case, the party may request issuance of a subpoena duces tecum pursuant
to $159.103 of this title (relating to Subpoenas) to have the evidence produced at the hearing. If a
person subpoenaed under this section does not appear, the judge may grant a continuance to allow for
enforcement of the subpoena.

(5) Notwithstanding anything to the contrary contained in this section, DPS has the right to request
non-privileged documents from the defendant. Except in cases where sanctions may be sought for
abuse of discovery under $155.157 of this title (relating to Sanctioning Authority), all requests from
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DPS shall be made under the provisions of this section.

Source Note: The provisions of this $159.151 adopted to be effective January 20,2009,34 TexReg
JJJ
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HEARING AND PREHEARING
Scheduling and Notice of Hearing

(a) On receipt of a timely request for hearing, DPS shall schedule a hearing to be conducted by a SOAH
judge.

(b) The location of the hearing will be set in accordance with the requirements of Texas Transportation
Code $524.034 and 5724.041. SOAH or DPS may change the hearing site upon agreement of all
parties.

(c) Once DPS issues the notice of hearing scheduling the hearing by telephone or videoconference, the
hearing may be removed from that docket only upon timely request pursuant to $159.207 of this title
(relating to Continuances) or by agreement of the parties and with the ALJ's consent.

(d) It is a rebuttable presumption that DPS mailed the notice of the hearing to the defendant on the same
date as the date listed in the notice.

Source Note: The provisions of this $159.201 adopted to be effective January 20,2009,34 TexReg
334
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Waiver or Dismissal of Hearing

(a) Waiver of Request for Hearing. The defendant may waive the request for hearing at any time before
the administrative order is final. If the defendant requests a waiver after the notice of hearing is issued,
the judge will enter an order accepting the waiver.

(b) Rescission of Notice of Suspension. If, after issuing a notice of hearing, DPS rescinds a notice of
suspension, it shall immediately inform SOAH and the defendant of the rescission. A judge may, on his
or her own motion, dismiss the case from its docket once the notice of suspension has been rescinded.

Source Note: The provisions of this $159.203 adopted to be effective January 20,2009,34 TexReg
334
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General Request for Relief

After a hearing has been scheduled before SOAH, any party making a request that requires an interim
order must file a motion that describes the relief requested. The motion must contain a certificate of
service and a certificate of conference stating whether the opposingparty has agreed to the request.
Motions must be filed no later than five days before the hearing date, but for good cause demonstrated
in the motion, the judge may consider a motion filed after that time or presented orally at a hearing.

Source Note: The provisions of this $159.205 adopted to be effective January 20,2009,34 TexReg
334
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Continuances

(a) A request for continuance will be considered in accordance with the provisions of Texas
Transportation Code 5524.032(b) and (c) (relating to rescheduling a hearing upon a defendant's
request), 5524.039 (relating to appearance of technicians), and Texas Transportation Code $72a.0a1@).
DPS shall immediately notifu SOAH of a continuance request under Texas Transportation Code
$524.032(b).

(b) A judge may grant a continuance if a subpoenaed witress is unavailable for the hearing. '

(c) The granting of continuances shall be in the sound discretion of the judge, provided however, that
the judge shall expedite the hearings whenever possible. A party requesting a continuance shall supply
three dates on which the parties will be available for rescheduling of the hearing. The judge will
consider these dates in resetting the case. Failure to include a certificate of service, a certificate of
conference, and three alternative dates may result in denial of the continuance request or subsequent
continuance requests in the same case.

(d) With the exception of a hearing that is rescheduled in accordance with Texas Transportation Code
5524.032(b), no party is excused from appearing at a hearing until notified by SOAH that amotion for
continuance has been sranted.

Source Note: The provisions of this 5159.207 adopted to be effective January 20,2009,34 TexReg
334
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Participation by Telephone or Videoconference

(a) Consent of the parties. The judge may, with consent of the parties and if SOAH has been notified of a
telephone or videoconference hearing request at least 14 days prior to the hearing date, conduct all or part ofthe
hearing on the merits by telephone or videoconference if each participant in the hearing has an opportunity to
participate in and hear the entire proceeding. The judge may conduct all or part of a hearing on preliminary
matters by telephone or videoconference, on the judge's own motion, if each participant has an opportunity to
participate in and hear the entire proceeding.

(b) Before a witness is allowed to give testimony by telephone, the judge will confirm that the witness is the
person he or she has been represented to be.

(c) Procedural Rights and Duties. All substantive and procedural rights and duties apply to telephone or
videoconference hearings, subject only to the limitations of the physical arrangement. The parties shall notiff
SOAH of their telephone or videoconference numbers for the purpose of their appearances at the hearing. The
parties shall contact their respective witnesses to assure their availability at the hearing.

(d) Documentary evidence. To be offered in a telephone or videoconference hearing, copies of exhibits should be
marked and must be filed with SOAH and all parties no later than two business days prior to the scheduled
hearing, unless otherwise agreed by the parties. If a witness, in preparation for or during testimony, reviews any
document that has not been prefiled and the opposing party requests an opportunity to review the document, the
judge may go off the record and allow the witness to read the document to the opposing party.

(e) Default. For a telephone or videoconference hearing, the following may be considered a failure to appear and
grounds for default, if the conditions exist for more than ten minutes after the scheduled time for hearins:

(1) failure to answer the telephone or videoconference line;

(2) failure to free the line for the proceeding; or

(3) failure to be ready to proceed with the hearing or a prehearing or post-hearing conference, as scheduled.

Source Note: The provisions of this S 159.209 adopted to be effective January 20,2009,34 TexReg 334
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Hearings

(a) Procedures.

(1) Hearings shall be conducted in accordance with the APA, Texas Government Code, Chapter 2001,
when applicable, and with this chapter, provided that if there is a conflict between the APA and this
chapter, this chapter shall govern. If a conflict exists between this chapter and the Texas Transportation
Code, Chapters 522,524, or 724, and these rules cannot be harmonizedwith those chapters, the
applicable Texas Transportation Code provision controls.

(2) Once the hearing has begun, the parties may be off the record only when the judge permits. If a
discussion off the record is pertinent, the judge will summarizeitfor the record.

(3) In the interest ofjustice and efficiency, the judge may question witnesses.

(4) The judge shall exclude testimony or any evidence which is irrelevant, immaterial, or unduly
repetitious.

(b) Evidence. Pursuant to Texas Govemment Code $2001.081, the rules of evidence as applied in a
non-jury civil case in a district court of this state shall apply in ALR proceedings.

(c) Witnesses and affidavits.

(1) All witnesses shall testifl' under oath.

(2) An officer's sworn report of relevant information shall be admissible as a public record. However,
the defendant shall have the right to subpoena the officer in accordance with $159.103 of this title
(relating to Subpoenas). If the defendant timely subpoenas an officer and the officer fails to appear
without good cause, information obtained from that officer shall not be admissible. In the alternative, if
the party who requested the subpoena wants to seek enforcement of the subpoena, the judge may grant
the parfy a continuance.

(3) The judge, on his or her own motion or on request of a party and with the consent of all parties,
may allow the testimony of any witness to be taken by telephone or videoconference, provided that all
parties have the opportunity to participate in and hear the proceeding. All substantive and procedural
rights apply to the telephone or videoconference appearance of a witness, subject to the limitations of
the physical arrangement as described in $159.209(c) of this title (relating to Participation by
Telephone or Videoconference).

(d) Record of hearing.
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(1) The judge.shall make an accurate and complete recording of the oral proceedings of the hearing.

(2) SOAH will maintain a case file that includes the recording, pleadings, evidence, and the judge's
decision.

(3) SOAH will maintain case files in accordance with the terms of its records retention schedule.

(e) Interpreters. When an interpreter will be needed for all or part of a proceeding, a party shall file a
written request at least seven days before the hearing. SOAH shall provide and pay for:

(1) an interpreter for deaf or hearing impaired parties and subpoenaed witnesses in accordance with
$2001.055 of the APA;

(2) reader services or other communication services for blind and sight-impaired parties and
witnesses; and

(3) a certified language interpreter for parties and witnesses who need that service.

(f) If the defendant fails to make a timely request, the judge may provide an interpreter or may continue
the hearing to secure an interpreter.

Source Note: The provisions of this $159.211 adopted to be effective January 20,2009,34 TexReg
334
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Failure toAttend Hearing and Default

(a) Upon proof by DPS that notice of the hearing on the merits was mailed to defendant's or defense
counsel's last known address, if defendant has legal representation, and that notwithstanding such
notice, defendant failed to appear, defendant's right to a hearing on the merits is waived. A rebuttable
presumption that proper notice was given to the defendant may be established by the introduction of a
notice of hearing dated not earlier than eleven days prior to the hearing date and addressed to
defendant's or defense counsel's last known address, as reflected on defendant's notice of suspension,
request for hearing, driving record or similar documentation presented by DPS. Under those
circumstances, the judge will proceed in defendant's absence and enter a default order.

(b) Within ten business days of the default, the defendant may file a wriffen motion with SOAH and
DPS requesting that the default order be vacated because the defendant had good cause for failing to
appear. In the motion, the defendant must state whether DPS opposes the motion, and if DPS does
oppose the motion, list dates and times for a hearing on the motion that are agreeable to both parties.
Whether or not DPS opposes the motion, the judge may rule on the motion without setting a hearing or
may set a hearing to consider the motion. A hearing on a motion to vacate a default order may be held
by telephone conference call. If the judge finds good cause for the defendant's failure to appear, the
judge shall vacate the default order and reset the case for a hearing.

Source Note: The provisions of this $159.213 adopted to be effective January 20,2009,34 TexReg
334
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Hearing Disposition

(a) If the judge finds that DPS proved the requisite facts as specified in Texas Transportation Code
$$522.105, 524.035, or 724.042 by a preponderance of the evidence, the judge shall grant DPS's
petition.

(b) If the judge finds that DPS did not prove all of the requisite facts by a preponderance of the
evidence, the judge shall deny DPS's petition, and DPS shall not be authorized to suspend or deny the
defendant's license or disqualifi' the defendant from receiving a license for the conduct at issue.

Source Note: The provisions of this $159.251 adopted to be effective January 20,2009,34 TexReg
335
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Decision of the Judge

(a) Upon conclusion of the hearing, the judge shall issue a written decision that includes findings of fact
and conclusions of law.

(b) The decision of the judge is final and appealable. No party shall file a motion for rehearing with
SOAH.

Source Note: The provisions of this $159.253 adopted to be effective January 20,2009,34 TexReg
335

Nl^..t n^^^r\Y L rd9g Prorzi nrr< P:na

List of Titfes Back to List

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl:T&app:9&p_dir:N&p_rloc:139... 81912013



: Texas Administrative Code

<<Prev Rule

TITLE 1

PART 7

CHAPTER 159

SUBCHAPTER F

RULE S1s9.2ss

Page 1 of I

Next Rule>>Texas Administrative Code
ADMINISTRATION
STATE OFFICE OF ADMINISTRATIVE HEARINGS
RULES OF PROCEDURE FORADMINISTRATME LICENSE
SUSPENSION HE,ARINGS
DISPOSITION OF CASE
Appeal of Judge's Decision

(a) The record on appeal shall consist of the following:

(l) the first file-marked or stamped copy of all parties' motions or other pleadings;

(2) all written orders or decisions issued by the judge and any evidence of transmittal to the parties;

(3) all exhibits admitted into evidence;

(a) ail exhibits not admitted into evidence but made a part of the record by a party as an offer of proof or
bill of exceptions; and

(5) a transcription of the proceedings electronically recorded by SOAH.

(b) A person who appeals a suspension may obtain a transcript of the administrative hearing by sending a
written request to SOAH within ten days of filing the appeal and paying the applicable fees. The fees shall
not exceed the actual cost of preparing or copying the transcript, and upon receipt of the fees, SOAH shall
promptly furnish the reviewing court and both parties a certified copy of the record. The transcription of
the electronic recording made by SOAH constitutes the official record for appellate purposes. For three
years after notice of an appeal is filed, SOAH will maintain the file and original recording of proceedings.
A copy of the file and recording will be available for review by the parties or a reviewing court, if needed.

(c) If a case is remanded for taking of additional evidence, the appellant must file with SOAH, within ten
days of the signing of the reviewing court's remand order, a request for relief, including setting a hearing
on remand. The request must include a copy of the remand order and an estimate of the time required to
present the additional evidence, if a hearing is requested.

(d) A remand under this section does not stay the suspension of a driver's license.

Source Note: The provisions of this $159.255 adopted to be effective January 20,2009,34 TexReg 335
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Charges for Copies of Public Records

(a) The charge to any person requesting copies of any public information held by the State Office of
Administrative Hearings will be the charges established by the Office of the Attorney General, codified
at 1 TAC $ $70. 1 - 70.12 of this title (relating to Cost of Copies of Public Information).

(b) The State Office of Administrative Hearings may waive these charges if there is a public benefit.
The Chief Administrative Law Judge is authorized to determine whether a public benefit exists on a
case by case basis.

Source Note: The provisions of this $ 1 61 . I adopted to be effective November I 8, 1994, 19 TexReg
8763; amended to be effective June 20,2006,31 TexReg 4860; amended to be effective November 26,
2008,33 TexReg 9459
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OF AGING AND DISABILITY SERVICES
DefinitionsRULE $163.1

The following words and terms, when used in this chapter, shall have the following meanings, unless
the context clearly indicates otherwise.

(1) Administrative law judge or judge--An individual appointed by the chief administrative law judge
of the State Office of Administrative Hearings ("SOAH") under Tex. Gov't Code Ann., Chapter 2003,
$2003.041. The term shall also include any temporary administrative law judge appointed by the chief
administrative law judge pursuant to Tex. Gov't Code Ann. $2003.043.

(2) Authorized representative--An attorney authorized to practice law in the State of Texas or, where
permitted by applicable law, a person designated by a party to represent the party.

(3) Chiefjudge--The chief administrative law judge or his or her designee for action under this
chapter. Any designee shall be a person qualified to serve as an arbitrator.

(4) Code--Chapter 242 of the Tex. Health and Safety Code Ann. as it may be amended from time to
time.

(5) DADS--The Texas Department of Aging and Disability Services, formerly the Texas Department
of Human Services (DHS).

(6) Facility--An institution that operates health care institutions as defined by the Code 9242.002(10),
and40 TAC $19.101(40) and (90).

(7) Director of hearings--The person who is responsible for the hearings section of DADS.

(8) Order--The award or final order issued bv the arbitrator.

Source Note: The provisions of this $163.1 adopted to be effective January l,1996,20 TexReg 10757;
amended to be effective November 17,2005,30 TexReg 7429
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ADMINISTRATION
STATE OFFICE OF ADMINISTRATTVE HEARINGS
ARBITRATION PROCEDURES FOR CERTAIN
ENFORCEMENT ACTIONS OF THE TEXAS DEPARTMENT
OF AGING AND DISABILITY SERVICES
Construction of this ChapterRULE 5163.2

Unless otherwise expressly provided, the past, present, or future tense shall each include the other; the
masculine, feminine, or neuter genders shall each include the other; and the singular and plural number
shall each include the other.

Source Note: The provisions of this $163.2 adopted to be effective November 17,2005,30 TexReg
7429
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Opportunity to Elect ArbitrationRULE 5163.3

(a) DADS or any affected facility may elect arbitration as an alternative to a contested case proceeding
or to a judicial proceeding relating to the assessment of a civil penalty, pursuant to the Code,
Subchapter J, in any of the following disputes, unless the United States Health Care Financing
Administration requires that such dispute be resolved by the federal government:

(1) renewal of a license under Code 9242,033;

(2) assessment of a civil penalty under Code $242.065;

(3) assessment of a monetary penalty under Code $242.066; or

(4) assessment of a penalty as described by Tex. Hum. Res. code Ann., $32.021(n).

(b) Arbitration may not be elected in the following circumstances if the subject matter of the dispute is
part of the basis for:

(1) revocation, denial, or suspension of an institution's license pursuant to Code $242.06I;

(2) issuance of an emergency suspension or closing order under Code $242.062;

(3) suspension of admissions under Code $242.072; or

(4) appointment of a trustee under Code $242.094 to resolve the legal issues involving the
appointment of a trustee or conduct with respect to which the appointment of a trustee is sought.

(c) Arbitration may not be elected if the facility has had an arbitration order levied against it in the
previous five years and the currently alleged violations occurred on or after September I,1999.

(1) The five year period begins on the date the arbitration order becomes final and ends on the fifth
anniversary of the date upon which the arbitration order became final.

(2) This restriction does not apply to facilities that were parties in arbitrations that were resolved by
settlement or dismissal before an order was issued.

(d) The election of arbitration is a representation that the party choosing arbitration is solvent and able
to bear the costs of the proceeding. In cases where the facility is responsible for paying SOAH's costs
and expenses, SOAH will require that an authorized representative of the facility provide an affidavit
acknowledging the facility's responsibility and duty to pay SOAH's costs and expenses.
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(e) An election to engage in arbitration under this chapter is irrevocable and binding on the facility and
DADS. However, such an election does not preclude the parties from reaching an agreed resolution of a
dispute that has been submitted for arbitration at any time during the arbitration process before the final
order has been issued bv the arbitrator.

Source Note: The provisions of this $163.3 adopted to be effective January l,1996,20 TexReg I0757;
amended to be effective October 29, 1998,23 TexReg 10867; amended to be effective November 17,
2005,30 TexReg7429
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Notice of Election ofArbitrationRULE $163.4

(a) Pursuant to Code 5242.252, in an enforcement lawsuit filed in court:

(l) An affected facility may elect arbitration by filing a notice of election to arbitrate with the court in
which the lawsuit is pending and sending copies to the office of the attorney general and to DADS's
director of hearings.

(A) The notice of election must be filed no later than the tenth day after the date on which the answer
is due or the date on which the answer is filed with the court, whichever is sooner.

(B) If a civil penalty is requested by an amended or supplemental pleading in a lawsuit filed pursuant
to Code 5242.094 (seeking appointment of a trustee to operate a home), the affected facility must file
its notice of election of arbitration not later than the tenth business day after the date on which the
amended or supplemental pleading is served upon the facility's representative of record in the
proceeding, or, if none, upon the facility's owner or chief operating officer.

(C) If the election of arbitration is challenged, the parties shall seek a prompt ruling from the court on
the challenge. If a court frnds SOAH has jurisdiction to conduct an arbitration, DADS shall
immediately file the court's order and the notice of election of arbitration at SOAH and request the
arbitration be processed in the usual manner.

(2) DADS may elect arbitration by filing a notice of election with the court in which the lawsuit is
pending and by notifuing the facility of the election not later than the date the facility may elect
arbitration under paragraph (1) of this subsection. A copy of this notice of election shall be sent to the
facility's representative of record or to the owner or chief operating offrcer of the facility if no
representative has made an appearance in the lawsuit.

(b) In an administrative enforcement proceeding originally docketed at SOAH:

(1) An affected facility may elect arbitration by filing a notice of election to arbitrate with the docket
clerk at SOAH no later than the tenth day after receiving notice of hearing that complies with the
requirements of the Administrative Procedure Act. A copy of this election shall be sent to DADS'
representative of record in the relevant action and to DADS' director of hearings.

(2) DADS may elect arbitration under this chapter by filing a notice of election with the docket clerk
at SOAH no later than the date that the facility may elect arbitration under subsection (a) of this section
and sending a copy of the notice of election to the facility's representative of record in the relevant
action, or to the owner or chief operating officer of the facility if no representative has made an
appearance in the action.
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(c) The date of filing shall be the date affixed upon a notice of election by a date-stamp utilized by the
docket clerk at the court for judicial proceedings, or by the docket clerk of SOAH for administrative
enforcement proceedings.

(d) The notice of election shall include a written statement that contains:

(1) the nature of the action that is being submitted to arbitration, as listed in $163.3(a) of this title
(relating to Opportunity to Elect Arbitration);

(2) a brief description of the factual andlor legal controversy, including an estimate of the amount of
any penalties sought;

(3) an estimate of the length of the hearing and the extensiveness of the record necessary to determine
the matter;

(4) the remedy sought;

(5) a statement that the facility has not been the subject of an arbitration order within the previous five
years as defined in this chapter;

(6) any special information that should be considered in compiling a panel of potential arbitrators;

(7) if ahearing locale other than Austin is requested, an explanation for requesting that locale; and

(8) the name, title, address, and telephone number of a designated contact person for the party who
will be paying the costs of the arbitration.

Source Note: The provisions of this $163.4 adopted to be effective November 17,2005,30 TexReg
7429
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Initiation of ArbitrationRULE 5163.5

(a) When a notice of election of arbitration is filed at SOAH, the notice shall be date stamped and the
file given a SOAH docket number that identifies it as a case submitted for arbitration. Parties shall
include this docket number on all subsequent correspondence and documents filed with SOAH relating
to the arbitration.

(b) The party that did not initiate the arbitration may file an answering statement with SOAH within ten
days after receipt of the notice of election from the electing party. That answering statement should
include a response to the claim and any challenge to the election of arbitration. If the party thatdid not
initiate the arbitration does not file an answering statement, SOAH will presume that party denies the
claim and does not challenge the election of arbitration. Failure to file an answering statement shall not
operate to delay the arbitration.

Source Note: The provisions of this $163.5 adopted to be effective January l,1996,20 TexReg I0757;
amended to be effective November 17 ,2005, 30 TexReg 7429
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CHAPTER 163

ADMINISTRATION
STATE OFFICE OF ADMINISTRATTVE HEARINGS
ARBITRATION PROCEDURES FOR CERTAIN
ENFORCEMENT ACTIONS OF THE TEXAS DEPARTMENT
OF AGING AND DISABILITY SERVICES
Jurisdictional ChallengesRULE $163.6

(a) Parties who raise jurisdictional challenges to an election for arbitration in a judicial enforcement
action are required to seek an expeditious ruling from the court in which the election was filed.

(b) Jurisdictional challenges brought to an election for arbitration in an administrative enforcement
proceeding shall be decided by the administrative law judge assigned to preside in the contested case.

Source Note: The provisions of this $163.6 adopted to be effective November 17,2005,30 TexReg
7429
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CHAPTER 163

ADMINISTRATION
STATE OFFICE OF ADMINISTRATTVE HEARINGS
ARBITRATION PROCEDURES FOR CERTAIN
ENFORCEMENT ACTIONS OF THE TEXAS DEPARTMENT
OF AGING AND DISABILITY SERVICES
Changes of ClaimRULE S163.7

If either party desires to make any new or different claim, it shall be made in writing and filed with
SOAH. The other party may, within ten days from the date of such filing, file an answer with SOAH.
After the arbitrator is appointed, however, no new or different claim may be submitted except with the
arbitrator's consent.

Source Note: The provisions of this $163.7 adopted to be effective January 1,1996,20 TexReg I0757;
amended to be effective November 17,2005,30 TexReg7429
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STATE OFFICE OF ADMINISTRATTVE HEARINGS
ARBITRATION PROCEDURES FOR CERTAIN
ENFORCEMENT ACTIONS OF THE TEXAS DEPARTMENT
OF AGING AND DISABILITY SERVICES
Filing and Service of DocumentsRULE $163.9

(a) All documents aparty files with SOAH shall be simultaneously served on the other parties, using
the same method of service, if possible. Documents required to be filed with SOAH shall be delivered
to the docket clerk before 5:00 p.m. local time. The time and date of filing shall be determined by the
file stamp affixed by SOAH.

(b) After the arbitrator has been appointed in a case, materials may be filed directly with the arbitrator,
so long as the service requirements of this section are met.

(c) Service may be made by hand delivery, facsimile transmission (fax), overnight courier, or certified
mail return receipt requested to the party or its representative attheir last known address. All
documents served on another party shall have a certificate of service signed by the party or its
representative that certifies compliance with this rule. A proper certificate shall give rise to a
presumption of service.

(d) If any document is sent to SOAH by certified mail in an envelope or wrapper properly addressed
and stamped and is deposited in the mail on or before the last day for filing same, and it is received
within three days of the filing date, it shall be deemed properly filed.

(e) The date imprinted by SOAH's facsimile machine on the transaction report that accompanies the
document will determine the date of filing or of service on the arbitrator. Documents received after 5:00
p.m. or on a Saturday, Sunday or other day on which SOAH is closed shall be deemed filed the first
business day thereafter.

Source Note: The provisions of this $163.9 adopted to be effective January I,1996,20 TexReg 10757;
amended to be effective November 17 ,2005, 30 TexReg 7 429
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CHAPTER 163

ADMINISTRATION
STATE OFFICE OF ADMINISTRATME HEARINGS
ARBITRATION PROCEDURES FOR CERTAIN
ENFORCEMENT ACTIONS OF THE TEXAS DEPARTMENT
OF AGING AND DISABILITY SERVICES
Selection of ArbitratorRULE 5163.rl

(a) A master list of potential arbitrators will be maintained by SOAH and updated as deemed
appropriate by the chiefjudge. The master list will be made up of individuals who have been
determined by the chiefjudge to be qualified under $163.19 of this title (relating to Qualifications of
Arbitrators). This list will be available to the public upon request to SOAH.

(b) The parties may agree upon an arbitrator qualified under this chapter and submit that individual's
name with their initial statements.

(c) If the parties do not agree on an arbitrator who is willing and available to serve, SOAH will provide
a list of potential arbitrators. The list of potential arbitrators in each case will be created by selecting
individuals from the master list. In selecting these individuals, due regard will be given to the
complexity of the dispute, the expertise needed to understand the dispute, the experience and training of
the proposed arbitrators, and the requests of the parties concerning the location of the hearing. SOAH
will also consider any potential conflicts revealed in disclosure statements on file with SOAH.

(d) SOAH shall send each party an identical list of five or six persons qualified to serve as an arbitrator
in the dispute within ten days after the due date for SOAH's receipt of the answering statement, or as
soon thereafter as practicable.

(e) Any objections for cause pertaining to any name on the list shall be made in writing directed to the
chiefjudge at SOAH within three days of receiving the list of potential arbitrators, with a copy served
on all other parties. Such objections will be reviewed by the chiefjudge or his or her designee and acted
upon within five days after the objection is received.

(f) Each party shall have ten days from the transmittal date to strike one name. The remaining names
should be numbered in order of preference, if such preference exists. If a party does not return the list
within the time specified, all persons named therein shall be deemed acceptable. It is not necessary for
the parties to exchange the names of the candidates they strike, nor will those names be disclosed to the
candidates.

(g) SOAH will notifi, the parties of the arbitrator appointed.

(h) Until an arbitrator has been appointed, the chief Judge may rule on pending matters, including
dispositive motions.

(i) In cases where the facility is responsible for paying SOAH's costs and expenses, SOAH will require
that an authorized representative of the facility provide an affidavit acknowledging the facility's
responsibility and duty to pay SOAH's costs and expenses.
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Source Note: The provisions of this $163.11 adopted to be effective January I,1996,20 TexReg
I0757; amended to be effective October 29, T998,23 TexReg 10867; amended to be effective
November 17,2005,30 TexReg 7429
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ADMINISTRATION
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ARBITRATION PROCEDURES FOR CERTAIN
ENFORCEMENT ACTIONS OF THE TEXAS DEPARTMENT
OF AGING AND DISABILITY SERVICES
Notice to and Acceptance of Appointment by Arbitrator who
is not a SOAH Judge

RULE $163.13

(a) Notice of the appointment of the arbitrator shall be sent to the arbitrator by SOAH, together with a
copy ofthis chapter and an acceptance form for the arbitrator to sign and return. The signed acceptance
of the arbitrator shall be filed with SOAH prior to the first pre-hearing conference or other meeting of
the parties to the arbitration.

(b) The acceptance of the arbitrator shall state that the arbitrator is qualified and willing to serve as
arbitrator in accord with this chapter, and with the Code of Ethics for Arbitrators in Commercial
Disputes issued by the American Bar Association and the American Arbitration Association in 1977.It
shall also state that the arbitrator foresees no difficulty in completing the arbitration according to the
schedule set out in this chapter.

Source Note: The provisions of this $163.13 adopted to be effective January l,1996,20 TexReg
10757; amended to be effective November 17.2005.30 TexRes 7429
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ARBITRATION PROCEDURES FOR CERTAIN
ENFORCEMENT ACTIONS OF THE TEXAS DEPARTMENT
OF AGING AND DISABILITY SERVICES
Disclosure Requirements and Challenge ProcedureRULE $163.rs

(a) Any person appointed to the master list of potential arbitrators shall file a disclosure statement with
SOAH describing any circumstances likely to affect impartiality, including any bias, any financial or
personal interest in or representation of health care facilities or DADS, or any past (within the last three
years) or present relationship with a facility or with DADS or its employees. Arbitrators must update
this disclosure statement as circumstances change in order to maintain eligibility for appointment as an
arbitrator under this chapter.

(b) A potential arbitrator must not accept appointment in or continue handling any matter in which the
arbitrator believes or perceives that participation as an arbitrator would be a conflict of interest or create
the impression of a conflict. When approached by SOAH about serving as an arbitrator in a particular
matter, a potential arbitrator must disclose any personal interest the arbitrator may have in the result of
the particular arbitration as well as any past or present relationship with the parties, their principals, or
their representatives.

(c) The duty to disclose is a continuing obligation throughout the arbitration process.

(d) Upon objection of a party to the continued service of an arbitrator, the chiefjudge shall provide the
arbitrator and all parties an opportunity to respond. After consideration of these responses, the chief
judge shall determine whether the arbitrator should be disqualified and shall inform the parties of
his/her decision, which shall be conclusive.

Source Note: The provisions of this $163.15 adopted
10757; amended to be effective October 29.1998.23
November 17, 2005, 30 TexReg 7 429
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OF AGING AND DISABILITY SERVICES
VacanciesRULE $163.17

If for any reason an arbitrator is unable to perform the duties of the office, the chiefjudge may, on
proof satisfactory to the chiefjudge, declare the office vacant. The chiefjudge may fill a vacancy by
appointing an individual from the remaining list of qualified arbitrators. Objections for cause to the
appointed arbitrator shall be filed in accordance with $163.11(e) of this title (relating to Selection of
Arbitrator). During the period of a vacancy, the chiefjudge may rule on pending matters, including
dispositive motions.

Source Note: The provisions of this $163.17 adopted to be effective January l,1996,20 TexReg
107 57 ; amended to be effective Novemb er 17 . 2005 . 30 TexRes. 7 429
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CHAPTER 163

ADMINISTRATION
STATE OFFICE OF ADMINISTRATTVE HEARINGS
ARBITRATION PROCEDURES FOR CERTAIN
ENFORCEMENT ACTIONS OF THE TEXAS DEPARTMENT
OF AGING AND DISABILITY SERVICES

Qualifi cations of ArbitratorsRULE 5163.19

The chiefjudge shall designate persons qualified to serve as an arbitrator under this chapter and that
designation shall be conclusive. Potential arbitrators shall meet the following minimum standards:

(l) Have at least five years of experience in health care andlor the legal profession andlor alternative
dispute resolution with recognized expertise in hisftrer profession(s).

(2) Have a current resume on file with SOAH that shows the nature of the arbitrator's law practice or
other business, experience, and education, professional licenses and certifications, professional
associations, publications, and other special qualifications such as other languages spoken. A separate
disclosure statement containing information as described in $163.15(a) of this title (relating to
Disclosure Requirements and Challenge Procedure) must also be on file with SOAH.

(3) Have the attributes necessary to be a successful arbitrator, including expertise, honesty, integrity,
impartiality, and the ability to manage the artibration process. These attributes must be reflected by at
least three letters of recommendation submitted to the chiefjudge of SOAH from persons who have
attained a recognized position of respect in their professional community. The author should assess the
candidate's general expertise, honesty, integrity, impartiality, and ability to manage the arbitration
process. These letters should describe the author's standing and experience in the community as well as
the applicant's, and should describe the nature of the relationship between the author and the applicant.
These letters should be sent directly to the chiefjudge of SOAH by the person giving the reference.

(4) Completion of a training course offered under the joint auspices of DADS, SOAH, representatives
of the facilities, and of the community to be served by the facilities.

(A) The course must address:

(i) the state and federal statutes, rules and regulations under which these enforcement actions are
brought; and

(ii) geriatric issues with emphasis on the aging process, end of life, and emotional and psychosocial
concerns.

(B) The course must be offered as often as determined appropriate by the chiefjudge.

(5) Candidates selected for participation in the training program will be chosen based on resumes,
letters of reference, and applications submitted to the chiefjudge.

(A) Applications must be submitted on forms prepared by, or in a format prescribed by, SOAH.

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl:T&app:9&p_dir-N&p_rloc:121... 819/2013
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(B) All materials must be received by the chiefjudge at least 30 days before the date of the upcoming
training.

(C) The number of persons chosen to participate in the training program and serve on the master list
of arbitrators may be limited to enhance the opportunity to develop expertise, to ensure high quality
results, and to maximize the efficiency of the program.

(6) SOAH ALJs may be certified by the chiefjudge as qualified to serve as arbitrators without
necessity of their filing the reference letters referred to in paragraph (3) of this section or having
completed the training course described in paragraph (4) of this section. Any ALJs so designated will
receive individualized training in the topics described in paragraph (4) of this section. However, any
SOAH ALJ who has heard DADS nursing home administrative enforcement contested cases may be
certified by the chiefjudge as qualified to serve as an arbitrator provided the ALJ receives training in
the arbitration rules set forth in this chapter.

(7) In order to be eligible to serve as an arbitrator, aperson may not have represented any client in any
matter pending before SOAH during the six-month period preceding the appointment, may not
represent anyone before SOAH during the pendency of the contract to serve as an arbitrator for SOAH,
and may not represent anyone before SOAH for six months following the conclusion of his/her contract
to serve as an arbitrator for SOAH.

(8) In order to be eligible to serve as an arbitrator, aperson may not represent any plaintiff in a
proceeding seeking monetary damages from the State of Texas or any of its agencies, and he/she must
afhrm that he/she will not undertake any such representation during the pendency of the contract to
serve as an arbitrator for SOAH.

(9) The chiefjudge can remove persons from the master list if shelhe determines that they no longer
meet the qualifications listed in this section. The determination of the chiefjudge in this matter is
conclusive.

Source Note: The provisions of this $163.19 adopted
10757; amended to be effective October 29" 1998.23
November 17, 2005, 30 TexReg, 7 429
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CHAPTER 163

ADMII{ISTRATION
STATE OFFICE OF ADMINISTRATIVE HEARTNGS

ARBITRATION PROCEDURES FOR CERTAIN
ENFORCEMENT ACTIONS OF THE TEXAS DEPARTMENT
OF AGING AND DISABILITY SERVICES
Costs ofArbitrationRULE S163.21

(a) An arbitrator's fees and expenses shall not exceed $500 per day for case preparation, pre-hearing
conferences, hearings, preparation of the order, and any other required post-hearing work. Rates
charged for less than one day must bear a reasonable relationship to the daily maximum.

(b) There may also be incidental expenses connected with an arbitration proceeding which may be
charged in addition to the arbitrator's fees and expenses. If a party requests that an arbitration hearing
be held outside of Austin, and the arbitrator agrees to hold the arbitration in that location, incidental
expenses would include the cost of renting a room for the hearing and the arbitrator's travel expenses.

(c) In cases where arbitration is elected for actions occurring after January 1, 1998, the party that elects
arbitration shall pay the cost of the arbitration.

Source Note: The provisions of this $163.21 adopted to be effective January I,1996,20 TexReg
I0757; amended to be effective October 29,1998,23 TexReg 10867; amended to be effective
November 17,2005,30 TexReg 7429
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CHAPTER 163

ADMINISTRATION
STATE OFFICE OF ADMINISTRATWE HEARINGS
ARBITRATION PROCEDURES FOR CERTAIN
ENFORCEMENT ACTIONS OF THE TEXAS DEPARTMENT
OF AGING AND DISABILITY SERVICES
Stenographic RecordRULE $163.23

Any party desiring a stenographic record shall make arrangements directly with a stenographer and
shall noti$' the other parties of these arrangements in advance of the hearing. The requesting party or
parties shall pay the cost of the record. If the transcript is agreed by the parties to be, or determined by
the arbitrator to be, the official record of the proceeding, it must be made available to the other parties
for inspection, at a date, time, and place to be determined by the arbitrator, and a copy shall be provided
to the arbitrator without charse.

Source Note: The provisions of this $163.23 adopted to be effective January I,1996,20 TexReg
10757; amended to be effective October 29,1998,23 TexRee 10867.
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ADMINISTRATION
STATE OFFICE OF ADMINISTRATIVE HEARINGS
ARBITRATION PROCEDURES FOR CERTAIN
ENFORCEMENT ACTIONS OF THE TEXAS DEPARTMENT
OF AGING AND DISABILITY SERVICES
Electronic RecordRULE $163.2s

DADS shall make an electronic recording of the proceeding. If there is no stenographic record of the
proceeding, the original recording or a copy will be provided to the arbitrator at the close of the
proceeding if the arbitrator so requests. At the arbitrator's request, DADS shall also record prehearing
conferences.

Source Note: The provisions of this $163.25 adopted to be effective January 1,1996,20 TexReg
10157; amended to be effective October 29,1998,23 TexReg 10867; amended to be effective
November 17,2005,30 TexReg 7429
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RULE $163.27

When an interpreter will be needed for all or part of a proceeding, a party shall file a written request at
least seven days before the setting. SOAH shall provide and pay for:

(1) an interpreter for deaf or hearing impaired parties and subpoenaed witnesses in accordance with
$2001.055 of the APA;

(2) reader services or other communication services for blind and sight impaired parties and witnesses;
and

(3) a certified language interpreter for parties and witnesses who need that service.

Source Note: The provisions of this 5163.27 adopted to be effective January I,1996,20 TexReg
107 57 ; amended to be effective November 17 " 2005 . 30 TexRes 7 429

prA\7r nrr< pad6

Texas Administrative Code
ADMINISTRATION
STATE OFFICE OF ADMINISTRATIVE HEARTNGS

ARBITRATION PROCEDURES FOR CERTAIN
ENFORCEMENT ACTIONS OF THE TEXAS DEPARTMENT
OF AGING AND DISABILITY SERVICES
Interpreters

List of Titles Back to List

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl:T&app:9&p_dir:N&p_rloc:121... 81912013



: Texas Administrative Code

<<Prev Rule

TITLE 1

PART 7

CHAPTER 163

Page I of I

Next Rule>>Texas Administrative Code
ADMINISTRATION
STATE OFFICE OF ADMINISTRATIVE HEARTNGS

ARBITRATION PROCEDURES FOR CERTAIN
ENFORCEMENT ACTIONS OF THE TEXAS DEPARTMENT
OF AGING AND DISABILITY SERVICES
Duties of the ArbitratorRULE $163.29

The arbitrator shall:

(1) secure appropriate facilities for the hearing, giving preference to using state facilities;

(2) protect the interests of DADS and the facility;

(3) ensure that all relevant evidence has been disclosed to the arbitrator, DADS, and facility; and

(4) render an order consistent with applicable state and federal law, including the Code; Tex. Hum.
Res. Code Ann., Chapter 32; andthis chapter.

Source Note: The provisions of this 5163.29 adopted to be effective January I, 1996,20 TexReg
107 57 ; amended to be effective November 17 . 2005 " 30 TexRes. 7 429
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Communication of Parties with ArbitratorRULE 5163.31

(a) DADS and the facility shall not communicate with the arbitrator other than at an oral hearing, or
through properly filed documents, unless the parties and the arbitrator agree otherwise.

(b) Any oral or written communication from the parties, other than a communication authorized under
subsection (a) of this section, shall be directed to SOAH for transmittal to the arbitrator.

Source Note: The provisions of this $163.31 adopted to be effective January l,1996,20 TexReg
107 57 ; amended to be effective Novemb er 17 " 2005 . 30 TexRes. 7 429
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Date, Time, and Place of HearingRULE $163.33

(a) The arbitration hearing shall be scheduled to begin no later than the 90th day after the date that the
arbitrator is selected.

(b) The arbitrator shall set the date, time, and place for each hearing. She/he shall send a notice of
hearing to the parties at least 30 days in advance of the hearing date, unless otherwise agreed to by the
parties. A copy of such notice shall be simultaneously filed with SOAH by the arbitrator.

(c) The arbitrator may grant a continuance of the arbitration at the request of DADS or the facility. The
arbitrator may not unreasonably deny a request for a continuance.

(d) Arbitration hearings normally will be held at SOAH's hearings facility in Austin, Texas. If a party
seeks to have the arbitration hearing held elsewhere, the party shall submit a written request to the
arbitrator and make a showing of good cause. The arbitrator shall have sole discretion to determine
whether to grant such a request. If the arbitrator grants the request, the arbitrator shall determine how
the incidental costs of holding the arbitration hearing outside of Austin will be apportioned between the
parties. Incidental expenses include the cost of renting a room for the hearing and the arbitrator's travel
expenses. Preference will be given to using state facilities. The arbitrator may require that the incidental
expenses be paid in advance of the arbitration hearing.

Source Note: The provisions of this $163.33 adopted to be effective January 1,1996,20 TexReg
I07 57 ; amended to be effective Novemb er 17 . 2005 " 30 Texkee 7 429
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Representation

Any party may be represented by counsel or other authorized representative.

Source Note: The provisions of this $163.35 adopted to be effective January I,1996,20 TexReg
10757.
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ADMINISTRATION
STATE OFFICE OF ADMINISTRATTVE HEARINGS
ARBITRATION PROCEDURES FOR CERTAIN
ENFORCEMENT ACTIONS OF THE TEXAS DEPARTMENT
OF AGING AND DISABILITY SERVICES
Public Hearings and Confidential MaterialRULE 5163.37

Hearings held under this chapter shall be open to the public. The parties are responsible for identifring
any material that is confidential by law and for taking appropriate measures to ensure that such material
remains confidential during the hearing. All exhibits shall be returned to DADS following the issuance
of the order by the arbitrator, where they shall be maintained in accordance with DADS'rules.

Source Note: The provisions of this $163.37 adopted to be effective January I,1996,20 TexReg
107 57 ; amended to be effective Novemb er 17 , 2005 , 30 TexRes 7 429
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Preliminary ConferenceRULE $163.39

The arbitrator may set a preliminary conference and may require parties to file a statement of position
prior to that conference. The statement of position shall include:

(1) stipulations of the parties to uncontested facts and applicable law;

(2) citation to the statutory and regulatory law, both state and federal, that controls the controversy;

(3) a list of the issues of fact and law that are in dispute between the parties, including a citation to
legal authorities that each party relies on for its legal positions;

(4) proposals designed to expedite the arbitration proceedings, including minimizingpreparation and
decision time required of the arbitrator;

(5) a list of documents that the parties have exchanged and a schedule for the delivery of any
additional relevant documents, indicating the approximate length of each document;

(6) the identification of witnesses expected to be called during the arbitration proceeding, with a short
summary of their expected testimony; and

(7) other matters as specified by the arbitrator.

Source Note: The provisions of this $163.39 adopted to be effective January l,1996,20 TexReg
107 57 ; amended to be effective Novemb er 17 . 2005 . 30 TexRes 7 429
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Exchange and Filing of InformationRULE $163.41

(a) Unless the arbitrator orders otherwise, by the 30th day after the date SOAH mailed notice to the
parties of the name of the appointed arbitrator, the parties shall have exchanged the following
information:

(1) List of witnesses that a party expects to call with a short summary of their expected testimony;

(2) Any and all documents or other tangible things that contain information relevant to the subject
matter, including any documents that will be testified about at the hearing or that witnesses have
reviewed in preparing for their testimony.

(b) Not later than the seventh day before the first day of the arbitration hearing, and sooner if so
directed by the arbitrator, DADS and the facility shall exchange and file with the arbitrator:

(1) all documentary evidence not previously exchanged and filed that is relevant to the dispute, with
the relevant portions clearly indicated; and

(2) information relating to a proposed resolution of the dispute.

(c) The parties are responsible for identi$zing any material that is confidential by law and for taking
appropriate measures, for example, redacting resident identities, to ensure that all such material remains
confidential.

(d) Each producing party's documents shall be labeled by name or initials of the party and Bates-
stamped or otherwise consecutively numbered in the lower right-hand comer of each page.

Source Note: The provisions of this $163.41 adopted to be effective January l,1996,20 TexReg
I07 57 : amended to be effective Novemb er 17 . 2005 . 30 TexRes. 7 429
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RULE $163.43

(a) Discovery Period. All discovery shall be conducted during the discovery period. The discovery
period shall begin when the arbitrator accepts his or her appointment and shall continue until 30 days
before the hearing.

(b) Intenogatories. Any party may serve on any other party no more than 15 written interrogatories,
including discrete subparts. Interrogatories asking aparty only to identifr or authenticate specific
documents, however, are unlimited in number. Interrogatories must be answered 30 days from the date
received. This time period shall in no way serve to extend the discovery period.

(c) Depositions. Depositions shall not be a standard way of conducting discovery. They may only be
taken in unusual circumstances, usually where the witness cannot attend the hearing. A party desiring to
take a deposition must get consent from the other party or must file a request with the arbitrator and
present good cause why it is necessary to take such deposition. No more than four hours of deposition
testimony may be taken by either party. A summary of the deposition testimony must be presented to
the arbitrator if a party seeks to have a deposition considered in the proceeding.

(d) Requests for discovery should not be filed with SOAH or the arbitrators unless there is a related
dispute which must be resolved by the arbitrator.

Source Note: The provisions of this $163.43 adopted to be effective January l,1996,20 TexReg
10757; amended to be effective October 29.1998.23 TexRee 10867.
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RULE S163.4s

The arbitrator shall exercise reasonable control over the proceedings, including but not limited to the
manner and order of interrogating witnesses and presenting evidence so as to:

(1) make the interrogation and presentation effective for the determination of the truth;

(2) avoid needless consumption of time; and

(3) protect witnesses from harassment or undue embarrassment.

Source Note: The provisions of this $163.45 adopted to be effective January l,1996,20 TexReg
107s7.
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EvidenceRULE $163.47

(a) The parties may offer evidence as they desire and shall produce additional evidence that the
arbitrator considers necessary to understand and resolve the dispute. However, any documentary
evidence not properly exchanged between the parties before the hearing will be excluded from
consideration unless good cause is shown.

(b) The arbitrator is the judge of the relevance and materiality of the evidence offered. Strict conformity
to the rules ofjudicial proceedings is not required. The Texas Rules of Civil Evidence are not binding
on the arbitrator but may be used as a guideline.

(c) Each party shall produce any witnesses under its control without the necessity of a subpoena.
Individuals may be compelled by the arbitrator, as provided under the Texas General Arbitration Act,
Texas Civil Practice and Remedy Code Annotated, $ 1 7 1 .007, to attend and give testimony or to
produce documents at the arbitration proceeding or at a deposition allowed under $163.43 of this title
(relating to Discovery).

Source Note: The provisions of this 5163.47 adopted to be effective January l,1996,20 TexReg
10757.
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WitnessesRULE $163.49

Witnesses shall testifu under oath. Testimony may be presented in a narrative, without strict adherence
to a "question and answer" format.

Source Note: The provisions of this $163.49 adopted to be effective January l,1996,20 TexReg
r07s7.
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Exclusion ofWitnessesRULE $163.s1

Any party may request that the arbitrator exclude witnesses from the hearing except when they are
testifuing. If such a request is made, the arbitrator shall instruct the witnesses not to discuss the case
outside the official hearing other than with the designated representatives or attorneys in the case.
However, an individual who is a party or any other single party representative shall not be excluded
under this rule. A witness or other person violating these instructions may be punished by the exclusion
of evidence as the arbitrator deems appropriate.

Source Note: The provisions of this $163.51 adopted to be effective January l,1996,20 TexReg
10757.

Drarri nrrq D:na

List of Titles Back to List

http://info.sos.state.tx.usipls/pub/readtac$ext.TacPage?sl:T&app:9&p_dir-Irl&p_rloc:281... 81912013



: Texas Administrative Code

<<Prev Rule

TITLE 1

PART 7

Page 1 of 1

Next Rule>>

CHAPTER 163

RULE 5163.53

The arbitrator may receive and consider evidence of witnesses by affidavit. Affidavit testimony must be
filed with the arbitrator and served on the other party no later than 30 days before the hearing. The
other party will have 15 days to file any objection to the admissibility of the affidavit or to file
controverting affidavits. The arbitrator shall give such evidence only such weight as the arbitrator
deems it entitled to after consideration of any objection made to its admission.

Source Note: The provisions of this $163.53 adopted to be effective January l,1996,20 TexReg
10757.

Drarzi nrrc D:aa

Texas Administrative Code
ADMINISTRATION
STATE OFFICE OF ADMINISTRATTVE HEARTNGS

ARBITRATION PROCEDURES FOR CERTAIN
ENFORCEMENT ACTIONS OF THE TEXAS DEPARTMENT
OF AGING AND DISABILITY SERVICES
Evidence byAffidavit

List of Titles. Back to List

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl:T&app:9&p_dir:N&p_rloc:662... 81912013



: Texas Administrative Code

<<Prev Rule

TITLE 1

PART 7

Texas Administrative Code

Page 1 of1

Next Rule>>

CHAPTER 163

ADMINISTRATION
STATE OFFICE OF ADMINISTRATIVE HEARINGS
ARBITRATION PROCEDURES FOR CERTAIN
ENFORCEMENT ACTIONS OF THE TEXAS DEPARTMENT
OF AGII.{G AND DISABILITY SERVICES
Order of ProceedingsRULE $163.s5

(a) Opening statements. The arbitrator may ask each party to make an opening statement, clarif ing the
issues involved.

(b) The complainingparty shall then present evidence to support its claim. The defending party shall
then present evidence to support its claim. Witnesses for each party shall answer questions propounded
by the other parties and the arbitrator.

(c) The arbitrator has the discretion to vary this procedure but shall afford a full and equal opportunity
to all parties for the presentation of any material and relevant evidence within the time frames set by the
arbitrator.

(d) Exhibits offered by either party may be received in evidence by the arbitrator.

(e) The parties may make closing statements as they desire, but the record may not remain open for
written briefs unless requested by the arbitrator. If the arbitrator requests briefs, the arbitration hearing
shall be deemed "closed" on the date that the last requested brief is filed.

Source Note: The provisions of this $163.55 adopted to be effective January l,1996,20 TexReg
10757; amended to be effective October 29.1998.23 TexRee 10867.

Prarri nrrq P:na

LiEt oJTitles Back to List

http://info.sos.state.tx.usipls/pub/readtac$ext.TacPage?sl:T&app:9&p_dir:N&p_rloc:661... 81912013



: Texas Administrative Code

Texas Administrative Code

CHAPTER 163

ADMINISTRATION
STATE OFFICE OF ADMINISTRATTVE HEARINGS
ARBITRATION PROCEDURES FOR CERTAIN
ENFORCEMENT ACTIONS OF THE TEXAS DEPARTMENT
OF AGING AND DISABILITY SERVICES
Evidence Filed after the HearingRULE $163.s7

If the parties agree or the arbitrator directs that documents or other evidence be submitted to the
arbitrator after the hearing, all parties shall be afforded an opporfunity to examine such documents or
other evidence. Such materials shall be served as provided in $163.9 of this title (relating to Filing and
Service of Documents).

Source Note: The provisions of this $163.57 adopted to be effective January 1,1996,20 TexReg
10757.
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Attendance RequiredRULE S163.s9

(a) The arbitrator may proceed in the absence of any party or representative of a party who, after notice
of the proceeding, fails to be present or to obtain a continuance.

(b) An arbitrator may not make an order solely on the default of apar\r and shall require the party who
is present to submit evidence, as required by the arbitrator, before making an order.

Source Note: The provisions of this $163.59 adopted to be effective January 1,1996,20 TexReg
107 57 : amended to be effective November 17 . 2005. 30 Texkes. 7 429
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OrderRULE $163.61

(a) The arbitrator may enter any order that may be entered by DADS, board, commissioner, or court in
relation to a dispute described in $ 163.3 of this title (relating to Opportunity to Elect Arbitration).

(b) The order shall be entered no later than the 60th day after the close of the arbitration hearing.

(c) The arbitrator shall base the order on the facts established in the arbitration proceeding, including
stipulations of the parties; and on the state and federal statutes and formal rules and regulations, as
properly applied to those facts.

(d) The order must:

(1) be in writing;

(2)be signed and dated by the arbitrator; and

(3) include a list of DADS and the facility's stipulations on uncontested issues and a statement of the
arbitrator's decisions on all contested issues. If requested by either of the parties, the decision shall
contain findings of fact and conclusions of law on controverted issues.

(e) The arbitrator shall file a copy of the order with SOAH and the director of hearings and send a copy
to the parties.

Source Note: The provisions of this $163.61 adopted to be effective January I,1996,20 TexReg
10757; amended to be effective October 29,1998,23 TexReg 10867; amended to be effective
November I7,2005,30 TexReg 7429
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Effect of OrderRULE $163.63

An order of an arbitrator under this chapter is final and binding on all parties, except it is appealable as
described in $163.67 of this title (relating to Appeal).

Source Note: The provisions of this $163.63 adopted to be effective January l,1996,20 TexReg
10757.

Nl^.,t D^-^r\v^L rd9g PrA\/t 
^tt 

< PAdF

Back to List

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl:T&app:9&p_dir:N&p_rloc:121... 81912013



<<Prev Rule

TITLE 1

PART 7

: Texas Administrative Code Page 1 of1

Next Rule>>Texas Administrative Code
ADMINISTRATION
STATE OFFICE OF ADMINISTRATTVE HEARINGS

CHAPTER 163 ARBITRATION PROCEDURES FOR CERTAIN
ENFORCEMENT ACTIONS OF THE TEXAS DEPARTMENT
OF AGING AND DISABILITY SERVICES
Clerical ErrorRULE $163.6s

For the purpose ofcorrecting clerical errors, an arbitrator retainsjurisdiction ofthe order for 20 days
after the date of the order.

Source Note: The provisions of this $163.65 adopted to be effective January I,1996,20 TexReg
10757; amended to be effective November 17,2005,30 TexRee 7429
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AppealRULE $163.67

(a) In arbitrations where DADS has elected arbitration, the facility may appeal to district court as
provided by Code, 5242.267.

(b) In arbitrations where the facility elected the arbitration, DADS may appeal to district court as
provided by Code, 5242.267.

lgll:" Note: The provisions of this $163.67 adopted to be effective January I,1996,20 TexReg
10757; amended to be effective October 29,1998,23 TexReg 10867 amended to be effective
November 17, 2005, 30 TexReg 7 429

NTovf P: na Prarri nr r < P: na

List of Titles Back to List

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl:T&app:9&p_dir:N&p_rloc:I2l... glgl20I3



: Texas Administrative Code

<<Prev Rule

TITLE 1

PART 7

CHAPTER 163

Page 1 of 1

Next Rule>>Texas Administrative Code
ADMINISTRATION
STATE OFFICE OF ADMINISTRATTVE HEARINGS
ARBITRATION P ROCEDURES FOR CERTAII.{
ENFORCEMENT ACTIONS OF THE TEXAS DEPARTMENT
OF AGING AI{D DISABILITY SERVICES
Other SOAH Rules of ProcedureRULE $163.69

Unless specific applicable procedures are set out in this chapter, other SOAH rules of procedure found
at Chapters 155,I57, and 161 of this title (relating to Rules of Procedure, Temporary Administrative
Law Judges, and Requests for Records) may apply in arbitration proceedings under this chapter. Under
this title, the rules of procedure that apply to this chapter are limited to the following sections: $155.15
(relating to Powers and Duties of Judges); $155.17 (relating to Assignment of Judges to Cases);

$155.21 (relating to Representation of Parties); $155.39 (relating to Stipulations); 9155.41 (relating to
Procedure at Hearing); $155.49 (relating to Conduct and Decorum); g155.56 (relating to Dismissal
Proceedings); $155.45 (relating to Participation by Telephone or Videoconferencing); 9157.1 (relating
to Temporary Administrative Law Judges); and $ 1 61 . 1 (relating to Charges for Copies of Public
Records).

Source Note: The provisions of this $163.69 adopted to be effective November 17,2005,30 TexReg
7429

Drorri arrq D:na

List of Titles Back to List

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl:T&app:9&p_dir-Irt&p_rloc:I21... 81912013



CHAPTER 165

RULES OF PROCEDTIRE FOR
APPRAISAL REVIEW BOARD APPEALS



: Texas Administrative Code

<<Prev Rule

TITLE 1

PART 7

CHAPTER 165

RULE S16s.1

Page 1 of1

Next Rule>>Texas Administrative Code
ADMINISTRATION
STATE OFFICE OF ADMINISTRATME HEARINGS
RULES OF PROCEDURE FOR APPRAISAL REVIEW BOARD
APPEALS
Purpose and Scope

(a) This chapter governs the procedures of the State Office of Administrative Hearings (SOAH)
concerning appeals by property owners from orders of an appraisal review board.

(b) These regulations shall be construed to ensure the fair and expeditious determination of every
action.

Source Note: The provisions of this $165.1 adopted to be effective January I7,2010,35 TexReg 203
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Defrnitions

The following words and terms, when used in this chapter, shall have the following meanings, unless the
context clearly indicates otherwise.

(1) Administrative law judge or judge--An individual appointed to serve as a presiding officer by SOAH's
chief administrative law judge under Texas Government Code, Chapter 2003.

(2) Appeal--An appeal brought under this chapter by a property owner from a board order determining a
protest concerning appraisal or market value of property.

(3) Attorney's fees--An award of attorney's fees as provided for in Texas Tax Code, 542.29.

(4) Board--An appraisal review board of Bexar, Cameron, Collin, Denton, El Paso, Fort Bend, Harris,
Montgomery, Nueces, Tarrant, or Travis County.

(5) Board order--An order of a board determining a protest concerning the appraised or market value of
property brought under Texas Tax Code, $a I .a 1(a)( 1) or (2), if the appraised or market value of the property
that was the subject of the protest, as determined by the board order, is more than $1 million.

(6) Chief Judge--The chief administrative law judge of SOAH.

(7) Costs of Appeal-The costs to be paid by the appraisal district or the property owner under $165.25 of this
title (relating to Determination). The costs of appeal include the time spent by a judge on a case referred under
this chapter calculated at the rate of$100 per hour for services rendered, consistent with the rate approved by
the Legislature in the General Appropriations Act. Costs also include travel expenses (including transportation,
meals, and lodging expenses determined under state travel regulations), postage, long distance telephone
charges, court reporter charges and transcripts, and other similar expenses.

(8) Prevailing property owner--A property owner who achieves a reduction in the appraised or market value of
the property that is the subject ofthe appeal.

(9) SOAH--The State Office of Administrative Hearinss.

Source Note: The provisions of this $165.3 adopted to be effective January 17,2010,35 TexReg 203;
amended to be effective December 25,2011, 36 TexReg 8503
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Applicability of Other SOAH Rules

(a) Other SOAH rules of procedure found at Chapters 155,157, and 161 of this title (relating to Rules of
Procedure; Temporary Administrative Law Judges; and Requests for Records) apply in appeals under this
chapter unless specific applicable procedures are set out in this chapter. The rules in this chapter control to
the extent there is a conflict with the rules in Chapters 155,157, and 161 of this title. Except as
inconsistent with this chapter, the rules from other chapters that specifically apply include:

(1) $155.7 of this title (relating to Computation of Time);

(2) $155.51 of this title (relating to Jurisdiction);

(3) $155.151 of this title (relating to Assignment of Judges to Cases);

(4) $155.153 of this title (relating to Powers and Duties);

(5) $155.155 of this title (relating to Orders);

(6) $155.157 of this title (relating to Sanctioning Authority);

(7) 5155.423 of this title (relating to Making a Record of the Proceeding);

(8) $155.425 of this title (relating to Procedure at Hearing);

(9) $155.431 of this title (relating to Conduct and Decorum);

(10) $157.1 of this title (relating to Temporary Administrative Law Judges); and

(11) $161.1 of this title (relating to Charges for Copies of Public Information).

(b) The provisions of $ 155.351 of this title (relating to Mediation) do not apply to appeals under this
chapter.

Source Note: The provisions of this $.165.5 adopted to be effective January 17,2010,35 TexReg 203
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Board Orders that may be Appealed

A property owner may appeal a board order determining a protest concerning the appraised or market
value of property under Texas Tax Code, $a1.a1(a)(1) or of the unequal appraisal under Texas Tax
Code, $a1.a1(a)(2) if the following prerequisites are met:

(1) The appraised or market value of the property that was the subject of the protest is more than $1
million, as determined by the board order;

(2) For the period from January l, 2010 through December 3I,2013, the board order at issue in the
appeal was issued by the board of Bexar County, Cameron County, El Paso County, Harris County,
Tarrant County, or Travis County;

(3) For the period from January l, 2012 through December 3I, 2013, the board order at issue in the
appeal was issued by the board of Collin County, Denton County, Fort Bend County, Montgomery
County, or Nueces County; and

(a) The board order at issue in the appeal concerns a determination of the appraised or market value of
real or personal property other than industrial property or minerals.

Source Note: The provisions of this $165.7 adopted to be effective January 17,2010,35 TexReg 203;
amended to be effective December 25,2011,36 TexReg 8503
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RULE $165.9 Notice of Appeal by Property Owner

(a) To appeal a board order to SOAH, a property owner must:

( 1 ) file with the chief appraiser of the appraisal district not later than the 3 Oth day after the date the
property owner received notice of the board order a completed notice of appeal as described in
subsection (b) of this section; and

(2) fil'e with the chief appraiser not later than the 90th day after the date the property owner received
notice of the board order a deposit in the amount of $1,500 payable to SOAH as described in subsection
(e) of this section.

(b) A completed notice of appeal by a property owner must be in the form prescribed by SOAH and,
include:

(l) a copy ofthe board order;

(2) a brief statement that explains the basis for the property owner's appeal of the order; and

(3) a statement of the property owner's opinion of the appraised or market value, as applicable, of the
property that is the subject of the appeal.

(c) The form for the notice of appeal prescribed by SOAH may be found at www.soah.state.tx.us.

(d) At the hearing on the appeal, the property owner may be limited to l-Il2 hours unless the property
owner requests an extended hearing and specifies the additional time need.

(e) If the parties settle the dispute the deposit is refundable:

(1) less the filing fee if the property owner and the appraisal district settle before the hearing on the
merits is convened; or

(2) less the filing fee and the costs of appeal if the property owner and the appraisal district settle after
the hearing on the merits is convened.

(f) Three hundred dollars of the deposit represents the filing fee.

Source Note: The provisions of this $165.9 adopted to be effective January 17,2010,35 TexReg 203;
amended to be effective December 25,2011,36 TexReg 8503
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Failure to Pay Deposit

(a) The date, time, and place of the hearing on appeal shall not be set by the judge designated to hear
the appeal until the deposit has been filed by the property owner as required under $165.9(a)(2) of this
title (relating to Notice of Appeal by Property Owner).

(b) If the property owner fails to pay the deposit as required under 9165.9(a)(2) of this title:

(1) SOAH shall dismiss the property owner's appeal; and

(2) the property owner is not entitled to file an appeal with SOAH in any subsequent taxyear.

(c) The judge may issue an order of dismissal with or without a motion filed by aparry.

Source Note: The provisions of this $165.10 adopted to be effective December 25,20II,36 TexReg
8503
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Request to Docket Case

(a) As soon as practicable, but no more than 30 days after receiving a notice of appeal from a property
owner, the chief appraiser for the appraisal district shall:

(l) file with SOAH a completed request to docket case form as prescribed by SOAH;

(2) submit to SOAH the notice of appeal, and the board order;

(3) indicate, where appropriate, those entries in the records that are subject to the appeal; and

(4) request the appointment of a qualified judge to hear the appeal.

(b) The chief appraiser shall file the deposit with SOAH, as soon as practicable, but not more than 15
days after receiving the deposit from the property owner.

(c) The hearing on the appeal will typically be limited to l-ll2 hours for each party unless the property
owner or the appraisal district requests an extended hearing and specifies the additional time needed in
accordance with $165.21(g) of this title (relating to Hearing).

Source Note: The provisions of this $165.11 adopted to be effective January 17,2010,35 TexReg 203;
amended to be effective December 25,20II,36 TexReg 8503
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(a) In order to expeditiously determine the appeals using available resources, the chiefjudge may limit
the number of appeals to SOAH under this chapter during the four-year period from January I,2010,
through December 31,2013, to a total of 3,000 appeals. The number of appeals for any calendar year
during the period from January I,2011 through December 3l,2013,may be limited to 980.

(b) If the chiefjudge determines that available resources require that appeals be limited, the appeals that
may be filed from Bexar, Cameron, El Paso, Harris, Tarrant, Travis, Collin, Denton, Fort Bend,
Montgomery, and Nueces Counties will be determined based on the total number of lawsuits filed
concerning appraisal review board orders during 2008 in each respective county as a percentage ofthe
total number of lawsuits filed in all of those counties during 2008.

(c) If appeals are limited during any of the years designated in subsection (a) of this section, the
percentage of appeals from each county, as determined from the formula in subsection (b) of this
section, is as follows for the period from January 1,2010 through December 3l,20ll Bexar,l2%o;
Cameron, 1.0%; El Paso, 2.0%; Harris, 63%o;Tanant,l4Yo; and Travis, 8.0%.

(d) The appeals will be accepted by SoAH in the order that they are received.

(e) If appeals are to be limited for any year, the chiefjudge will notiff the chief appraiser of each
appraisal district of the number of allowable appeals from the respective counties. A chief appraiser
may not accept any additional appeals by properfy owners of board orders after a county has received
its allowable number of appeals for the applicable year.

Source Note: The provisions of this $165.13 adopted to be effective January 17,2010,35 TexReg 203;
amended to be effective December 25,2011,36 TexReg 8503
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Designation of Administrative Law Judge

As soon as practicable after receiving a notice of appeal and filing fee, SOAH shall designate a judge to
hear the appeal.

Source Note: The provisions of this $165.15 adopted to be effective January 17,2010,35 TexReg 203
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(a) As soon as practicable after a judge is designated, the judge shatl by order set the date, time, and
place of the hearing on the appeal. The order shall be issued at least 30 days prior to the hearing date.
The prehearing order shall not be issued until the property owner has filed the deposit as required in
$165.10 of this title (relating to Failure to Pay Deposit).

(b) The order shall state the statutes and administrative rules under which the hearins is to be
conducted.

Source Note: The provisions of this $165.17 adopted to be effective January 17,2010,35 TexReg 203;
amended to be effective December 25,2011,36 TexReg 8503
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(a) The hearing shall be held in the county of the appraisal district from which the appeal was filed.

(b) The hearing shall be held in a building owned or leased by SOAH in the county of the appraisal
district from which the appeal was filed. If SOAH does not have a building in the county, the hearing
may be held in a public or privately-owned building in that county, preferably a building in which
SOAH regularly conducts business. The hearing may not be held in a building or facility that is owned,
leased, or under the control of the appraisal district.

Source Note: The provisions of this $165.19 adopted to be effective January 17,2010,35 TexReg 203
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(a) The hearing of an appeal is a trial de novo. The judge may not admit into evidence the fact of
previous action by the board, except as otherwise provided by this chapter.

(b) Texas Government Code, Chapter 2001, and the Texas Rules of Evidence do not apply to a hearing
under this chapter.

(c) Prehearing discovery is limited to the exchange of documents the parties will rely on during the
hearing. Any expert witness testimony must be reduced to writing and included in the exchange of
documents.

(d) Except as otherwise ordered by the judge, all documents relied on by either party must be filed with
SOAH and the other party at least ten days before the scheduled hearing. Documents that are not timely
filed may be excluded from the record.

(e) Any relevant evidence is admissible, subject to the imposition of time limits and the parties'
compliance with procedural requirements imposed by the judge, including a schedule for the prehearing
exchange of documents.

(f) A judge may consider factors such as the hearsay nature of testimony, the qualifications of
witnesses, and other restrictions on the admissibility of evidence under the Texas Rules of Evidence in
assessing the weight to be given to the evidence admiued.

(g) A hearing will be limited to three hours unless otherwise ordered by the judge. A property owner
may request an extended hearing on the date the notice of appeal is filed. An appraisal district may
request an extended hearing on the date a request to docket case is filed. Any request for extended
hearings made after those dates will be granted only for good cause as determined by the judge.

Source Note: The provisions of this $165.21 adopted to be effective January 17,2010,35 TexReg 203
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(a) A property owner may be represented at the hearing by:

(1) the property owner;

(2) an attorney who is licensed in Texas;

(3) a certified public accountant;

(4) a registered property tax consultant; or

(5) any other person who is not otherwise prohibited from appearing in a hearing held by SOAH.

(b) The appraisal district may be represented by the chief appraiser or a person designated by the chief
appraiser.

(c) If more than one protest is filed relating to the same property, or if the property is owned in
undivided or fractional interests, an authorized representative of a party may appear at the hearing as
provided by Texas Tax Code, $41.45.

Source Note: The provisions of this $165.23 adopted to be effective January 17,2010,35 TexReg 203
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(a) As soon as practicable, but no later than the 30th day after the date the hearing is concluded, the
judge shall issue a determination and send a copy to the property owner and the chief appraiser.

(b) The judge's determination:

(1) must include a determination of the appraised or market value, as applicable, of the property that is
the subject ofthe appeal;

(2) must contain a brief analysis of the judge's rationale for, and set out the key findings in support of,
the determination, but is not required to contain a detailed discussion of the evidence admitted or the
contentions of the parties;

(3) may include any remedy or relief a court may order under Texas Tax Code, Chapter 42, in art
appeal relating to the appraised or market value of property, including an award of attorney's fees to a
prevailing property owter under Texas Tax Code, $42.29; and

(4) shall speciff whether the appraisal district or property owner is required to pay the costs of appeal
and the amount of those costs.

(c) If the judge determines that the appraised or market value, as applicable, of the property that is the
subject of the appeal is nearer to the property owner's opinion of the appraised or market value, as
applicable, of the property as stated in the notice of appeal submitted by the property owner than the
value determine by the board:

(1) soAH shall refund the property owner's deposit, including the filing fee;

(2) the appraisal district, on receipt of a copy of the decision, shall pay the costs of the appeal as
specified in the decision; and

(3) the chief appraiser shall correct the appraised or market value, as applicable, of the property as
shown in the appraisal roll to reflect the judge's determination.

(d) If the judge determines that the appraised or market value, as applicable, of the property that is the
subject of the appeal is not nearer to the property owner's opinion of the appraised or market value, as
applicable, of the property as stated in the property owner's notice of appeal, than the value determined
by the board:

(1) SOAH shall apply the property owner's deposit, including the filing fee, to the costs of the appeal,
and any amount in excess of the costs of the appeal shall be refunded to the property owner;

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl:T&app:9&p_dir-N&p_rloc:143... gl9l20I3
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(2) The chief appraiser shall correct the appraised or market value, as applicable, of the property as
shown in the appraisal roll to reflect the judge's determination if the value as determined by the judge is
less than the value as determined by the board; and

(3) the property owner shall pay the difference between the costs of the appeal as specified in the
determination and the property owner's deposit, including the filing fee.

Source Note: The provisions of this $165.25 adopted to be effective January 17,2010,35 TexReg 203;
amended to be effective December 25,2011,36 TexReg 8503
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(a) A party may file written objections to any fact or conclusion in a determination. Objections must be
filed within 1 5 days of the date of service of the determination. A party may file a reply to objections
within 15 days of the filing of the objections.

(b) A judge may extend or shorten the time to file objections or replies.

(c) The judge shall review the objections and replies. The judge may issue an amended determination in
response to the objections and replies, or correct any clerical errors in the determination. If the judge
determines that no changes should be made to the determination, the judge shall so notifr the parties in
writing.

(d) If no objections are filed by the date objections are due, a determination or amended determination
becomes final on the day that objections are due. If objections are timely filed, a determination or
amended determination becomes final on the date that the judge notifies the parties in writing that no
changes should be made to the determination or amended determination. If the judge does not notifu the
parties in writing, the determination becomes final by operation of law 45 days after the date of the last
objection that was timely filed.

Source Note: The provisions of this 5165.27 adopted to be effective January 17,2010,35 TexReg 203
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Delinquent Taxes

A property owrrer may not file an appeal to SOAH if the taxes on the property subject to the appeal are
delinquent. A judge who determines that the taxes on the property subject to an appeal are delinquent
shall dismiss the pending appeal with prejudice. If an appeal is dismissed under this section, SOAH
shall retain the property owner's filing fee.

Source Note: The provisions of this $165.29 adopted to be effective January 17,2010,35 TexReg 203
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GENERAL
Purlrose and Scope

(a) This chapter governs the procedures of the State Office of Administrative Hearings concerning the
appointment of mediators and special judges to conduct dispute resolution proceedings prescribed by
Insurance Code, Chapter 1467.

(b) These rules shall be construed to ensure the fair and expeditious resolution of claims brought under
Insurance Code, Chapter 1467.

Source Note: The provisions of this $167.1 adopted to be effective September 28,2010,35 TexReg
8721
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GENERAL
Definitions

The definitions contained in Insurance Code, $1467.001 shall apply in addition to the definitions set
forth as follows.

(1) Chief Judge--The chief administrative law judge of SOAH.

(2) Health Insurance Mediation Request--The completed form described in and available at
http :i/www.tdi. state.tx. us/consumer/cpmmediation. html.

(3) SOAH--The State Office of Administrative Hearings.

(4) Special Judge--A person having the qualifications prescribed in Texas Civil Practice and Remedies
Code, Chapter 151.

Source Note: The provisions of this $167.3 adopted to be effective September 28,2010,35 TexReg
8721
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Forms

In order to initiate the appointment of a mediator through SOAH, the Texas Department of Insurance
shall frle with SOAH a completed Request to Docket Case form and a copy of the enrollee's Health
Insurance Mediation Request form.

Source Note: The provisions of this $167.51 adopted to be effective September 28,2010,35 TexReg
872r
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MEDIATOR
Mediator Qualifi cations

(a) Any mediator appointed by SOAH shall have the qualifications prescribed by Insurance Code,
sr467.0s2.

(b) Notwithstanding subsection (a) of this section, a person other than a mediator appointed by SOAH
may conduct mediation under this chapter on agreement of all parties and notice to the Chief Judge or
her desisnee.

Source Note: The provisions of this $167.101 adopted to be effective September 28,2010,35 TexReg
872r
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Roster of Mediators

(a) SOAH shall compile and maintain a roster of mediators qualified to serve under Insurance Code
51467.052. The roster shall be posted on SOAH's public website at www.soah.state.tx.us.

(b) The mediators listed on the roster shall be grouped according to the geographic region in which the
mediator's mailing address is located. For purposes of grouping mediators by region, SOAH shall use
the judicial administrative regions described in Government Code $74.042.

(c) The mediators shall be listed on the roster in alphabetical order within each geographic region.

(d) Mediators qualified under Insurance Code, 51467.052 who wish to be appointed under this chapter
shall submit the following:

(l) A letter of interest containing the mediator's:

(A) name;

(B) mailing address;

(C) email address;

(D) telephone number; and

(E) facsimile number.

(2) A statement of qualifications under Insurance Code, 51467.052. The statement shall be submitted
in accordance with the information posted on SOAH's public website.

Source Note: The provisions of this $167.103 adopted to be effective September 28,2010,35 TexReg
8721
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Mediator Roster Update, Withdrawal, and Fee
Arrangements

(a) The roster of mediators will be updated on January I and July I of each year. Mediators may send
letters of interest and qualification statements described in $167.103(d) of this title (relating to Roster
of Mediators) at any time, but they must be received by SOAH by June 15 or December 15 of each year
to be included on the next updated roster. Once placed on the roster, the mediator's name shall remain
there until the mediator withdraws or the Chief Judge determines the mediator is not qualified under
Insurance Code, 51467 .052.

(b) Mediators may withdraw from the roster at arry time. Withdrawals must be in writing and filed with
SOAH.

(c) Mediators shall be solely responsible for fee arrangements with and payments from parties.

Source Note: The provisions of this $167.105 adopted to be effective September28,2010,35 TexReg
8721
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Appointment of a Mediator

(a) Unless the parties have provided notice to the Chief Judge or her designee that they have agreed to
retain a mediator who meets the qualifications set forth in Insurance Code, 51467.054,the Chief Judge
or her designee shall appoint a mediator from the roster of qualified mediators maintained by SOAH.
Whenever practicable, the mediator shall be chosen randomly from the group of mediators located
within the geographic region in which the mediation will be held.

(b) If no mediator is on the roster or available from the geographic region that includes the county in
which the mediation must be held pursuant to Insurance Code, 51467.052, SOAH shall appoint a
mediator who is willing to travel from another geographic region to the county in which the mediation
must be held.

Source Note: The provisions of this $167.107 adopted to be effective September 28,2010,35 TexReg
872r
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ADMINISTRATION
STATE OFFICE OF ADMINISTRATWE HEARINGS
DISPUTE RESOLUTION PROCESSES APPLICABLE TO
CERTAIN CONSUMER HEALTH BENEFIT DISPUTES
MEDIATOR
Mediator Duties and Responsibilities

A mediator selected by the parties or appointed by SOAH under this chapter shall perform the functions
prescribed in Insurance Code, Chapter 1467.

Source Note: The provisions of this $167.109 adopted to be effective September 28,2010,35 TexReg
8721
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Next Rule>>Texas Administrative Code
ADMINISTRATION
STATE OFFICE OF ADMINISTRATTVE HEARTNGS

DISPUTE RESOLUTION PROCESSES APPLICABLE TO
CERTAIN CONSUMER HEALTH BENEFIT DISPT]-TES

POST MEDIATION REPORTS
Mediator's Reports Following Mediation

(a) Within five days after the conclusion of mediation, the mediator shall submit to the Chief Judge, the
Texas Department of Insurance, and the Texas Medical Board one of the following:

(1) if the mediation was successful, a report indicating that the parties resolved their dispute in
mediation; or

(2) if the mediation was unsuccessful, the report prescribed in Insurance Code, 51467.057.

(b) If mediation was unsuccessful, the mediator shall include in the report to the Chief Judge the
following information:

(1) the issues to be referred to a specialjudge;

(2) the name of the special judge, if any, on which the parties have agreed or a statement advising that
the Chief Judge should appoint a special judge;

(3) a certification that the parties have waived their right to trial by jury.

(c) The mediator shall not file the report required in Insurance Code, $1467.101 with SOAH.

Source Note: The provisions of this $167.151 adopted to be effective September 28,2010,35 TexReg
8721
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Next Rule>>Texas Administrative Code
ADMINISTRATION
STATE OFFICE OF ADMINISTRATTVE HEARINGS
DISPUTE RESOLUTION PROCESSES APPLICABLE TO
CERTAIN CONSUMER HEALTH BENEFIT DISPUTES
SPECIAL JUDGES
Special Judge Qualifications

The special judge shall have the qualifications prescribed in Texas Civil Practice and Remedies Cocie,
Chapter 151.

Source Note: The provisions of this 5167.201adopted to be effective September 28,2010,35 TexReg
8721
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ADMINISTRATION
STATE OFFICE OF ADMINISTRATIVE HEARINGS
DISPUTE RESOLUTION PROCESSES APPLICABLE TO
CERTAIN CONSUMER HEALTH BENEFIT DISPUTES
SPECIAL JUDGES
Order of Referral to Special Judge

(a) Upon receiving the report of an unsuccessful mediation, the Chief Judge shall enter an order of
referral of the matter to a special judge.

(b) The order ofreferral shall:

(1) name the special judge on whom the parties agreed, or if the parties did not agree on a judge,
appoint a special judge;

(2) state the issues to be referred;

(3) set out the time and place on which the parties agree for the trial;

(4) require each party to pay the party's proportionate share of the special judge's fee; and

(5) certifu that the parties have waived the right to trial by jury. If either party fails or declines to
provide a written waiver within seven days after the Chief Judge or the Chief Judge's designee requests
them to do so, the referral shall not be made.

Source Note: The provisions of this 9167.203 adopted to be effective September 28,2010,35 TexReg
872r
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ADMINISTRATION
STATE OFFICE OF ADMINISTRATIVE HEARINGS
DISPUTE RESOLUTION PROCESSES APPLICABLE TO CERTAIN
CONSUMER HEALTH BENEFIT DISPUTES
SPECIAL JUDGES
Roster of Special Judges

(a) SOAH shall compile and maintain a roster of special judges qualified to accept referrals under this chapter.
The roster will be posted on SOAH's website at www.soah.state.tx.us.

(b) Special judges qualified under Texas Civil Practice and Remedies Code, Chapter 151 and who want to be
selected or appointed under this chapter shall send to the Chief Judge the following:

(1) A letter of interest containing the special judge's:

(A) name;

(B) mailing address;

(C) email address;

(D) telephone number; and

(E) facsimile number.

(2) A statement of qualification under Texas Civil Practice and Remedies Code, Chapter 151. The statement
of interest shall be submitted in accordance with the information provided on SOAH's public website.

(c) The roster of special judges shall be divided according to the judicial administrative regions described in
Government Code, 57 4.042.

(d) The special judges shall be listed on the roster in alphabetical order within each judicial administrative
region.

(e) The Chief Judge shall refer a case to a special judge in the judicial administrative region from which the
unsuccessful mediation arose.

Source Note: The provisions of this $167.205 adopted to be effective September 28,2010,35 TexReg 8721
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ADMINISTRATION
STATE OFFICE OF ADMINISTRATWE HEARINGS
DISPUTE RESOLUTION PROCESSES APPLICABLE TO
CERTAIN CONSUMER HEALTH BENEFIT DISPUTES

SPECIAL JUDGES
Appointment of Special Judge

(a) The Chief Judge shall appoint special judges in alphabetical order and shall proceed through the list
in that order. If a special judge declines appointment, the Chief Judge shall proceed to the next special
judge on the roster. When the end of the list is reached, the Chief Judge will begin again in alphabetical
order from the top of the list.

(b) If no special judge is on the roster or available for the judicial administrative region from which the
unsuccessful mediation arose, the Chief Judge shall appoint a special judge from an adjoining region.

(c) If no special judge is available in an adjoining region, the Chief Judge shall appoint a special judge
from the nearest region in which a special judge is available.

Source Note: The provisions of this 5167.207 adopted to be effective September 28,2010,35 TexReg
8721
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ADMINISTRATION
STATE OFFICE OF ADMINISTRATTVE HEARTNGS

DISPUIE RESOLUTION PROCESSES APPLICABLE TO
CERTAIN CONSUMER HEALTH BENEFIT DISPUTES

SPECIAL JUDGES
Special Judge Roster Update, Withdrawal, and Fee
Arrangements

(a)TherosterofspecialjudgeswillbeupdatedonJanuary I andJuly 1 ofeachyear. Specialjudges
may send letters of interest and qualification statements described in $167.205 of this title (relating to
Roster of Special Judges) at any time, but they must be received by SOAH by June 15 or December 15

of each year in order to be on the next updated roster. Once placed on the roster, a special judge shall
remain there until the special judge withdraws or the Chief Judge determines the special judge is not
qualified under Texas Civil Practice and Remedies Code, Chapter 151 .

(b) Special judges may withdraw from the roster at any time. Withdrawals must be in writing and filed
with SOAH.

(c) Special judges shall be solely responsible for fee arrangements with and payments from parties.

Source Note: The provisions of this 5167.209 adopted to be effective September 28,2010,35 TexReg
872r
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ATTACHMENT 5 

 

 

SOAH’S LEGISLATIVE APPROPRIATIONS 

REQUEST FOR FY 2014-2015 



State Office of Administrative Hearings 

Cathleen Parsley 
Chief Administrative Law Judge 

Legisl.ative Budget Board 
Robert E. J:ohnson Building. 51h Floor 
Austin, Texas 78701 

September 5. 2012 

Governor's Office of Budget, Planing and Policy 
P"O. Box 124-1'8 
Austin. Texas 78711 

Office of the Lieutenant Governor 

State Capitol Building 
P.O. Box 12068 
Austin, Texas 78711 

Office of the Speaker 
State Capitol Building 
P.O. Box 2910 
Austin. Texas 78711 

State Auditor's Office 
P.O. 12067 
Austin, Texas 7871 I. 

Texas State Publications Clearinghouse 
State Library 
Lor�nzo de Zavala State Archives and Library Building 
P,O. Box 12927 
Austin, Texas 78711 �2927 

Senate Committee on Finance 
P.o., Box 12068, Capitol Station 
Austin, Texas 78711 

House Committee on Appropriations 
P.O. Box 2910, Cupit.ol Station 
Austin, Texas 78711 

Comptroller of Public ACc01mts 
P.O. Box 13528 
Austin. Texas 78711 

Legislative Reference Library 
P.O. Box 12488 . Capitol Station 
Austin, TexElS 78711 

Department of lnfonnation 
Resources 
P.O. Box 13564 
Austin, Texas 78711-3564 

Bond Review Board 
P.O. Box 13292 
Austin, Texas 78711-3292 

Re: Rev1scd Legislative Appropriations Requesl for the State Office of Administrative 
Hearings 

300 West 1511> Street Suite 502 Austin, Texas 78701/ P.O. Box 13025 A�li.:n- Texas 78711-�025 
512.475.4993 (Main) 512.475.3445 (Docketing) 512.475.4994 (Fax) 

www.soah.state.he us 



Ladies and Gentlemen: 

Enclosed is a revised Legislative Appropriations Request fot the State Office of 
Administrative Hearings. Om original LAR submitted AUgllst 9, 2012, reflected a biennial total 
of $10,954 more general revenue than expenses. The revised LAR accounts for the amount by 
increasing expenditures by $5,477 for each year of the biennium. Of that yearly amount, $5.423 
is attributed to salary and $54 to the agency salary contribution to the Employees Retirement 
System for state-paid insurance. 

As you wil see, the certification of the revised LAR does not contain the signature of 
SOAH's Chief Fiscal Officer. Our former CFO retired from state service on August 31, 2012, 
although she did prepare the revised LAR before her departure. Our remaining budget staf did 
not work on either the original or revised docwnent except to close the revision in AREST. 

I apologize for tho inconvenience to you 
Please let me know if I may be offurther sen'ice. 

Enclosures 

CP/alb 



LEGISLATIVE APPROPRIA nONS REQUE:ST 
REVISION 

FOR FISCAL YEARS 20 14,ANJ) 2015 

• 

SUBMI l1'EO TO TIlE 
GOVERNOR'S OFFICE OF BUDGET, PLA.NG AND pOLlCY 

AND TI LEGISLATIVE BUDGET BOARD 

BY 

STATE OFFICE OF ADl\fiNISTRATIVE HEARINGS 

• 

AUGUST 09, 2Q t2 
REVISED SEPTHMJ3BR 5,2012 



CERTIFICATE 

Agency Name ST ATE OFFICE OF ADMIi'HSTRA TlVE HEARINGS  

This is to certify that the information contained in the agency Legislative Appropriations Request filed with the Legislative Budget Board (LBB) 
and tb� Governor's Office of Budget, Planing and Policy (GOBPP) is accurate to the best of my knowledge and that the electronic submision to 
the LBB via the Automated Budget and Evaluation System of Texas (ABEST) and the bClW]d paper copies are identical 

Additionally, should it �me likely    unexpended balances will accrue for any account, the LBB and the GOBPP wil be notified in 
, Sectioo7.01  GAA). 

Cbief Fiscal Offiter 

Signarure 

Cathleen  
Printed Name Printed Name 

Administrative Law  

  {folY 
Title 

Date 
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IntroductlQO 

Adllin�or"� SbtelrlCflt 
8Jrd Regular Session, Agency Sl.Ibmissi(lIl. Versioo 1 

Autom.:!l�d Bu<lg� Md e":lhnl(J S)'1't¢m ofTexu.$ (AaEST) 

360 Staff oa-� of Ailm irW"tr'3tive Uu nags 

9)511012 IO:31:48AM 

1,,2012, the Stale OffiOl of AdministJati� Hc:mngs (SOAB) relebrate� twet;)' years as the stale's centre! h.,mngs pllJ1ol. SCA}! is headed by a Chief Mmin.islrlve 
Law Judge (ALl), 21 gubero •. tQrial ap'pllin1ee; it do� Jjot bll� a go .. emilg or sdvisory board ar COJ:Ilon. The C�l Chief AU's reapimmcot 10 the statutmy 
two-year term was effeGti'� May 15, W12, The dutits and responsibilities of the Chid AU and SOAH om: defmed in Ch.Bfllc.r 2003 ,,(the Texas GovemeoC Code, and 
moSt. SOAB bearings are col14ucred Ilclen the AdministratiVl! Procedure Act. le.'lu GQvoe-rnment ude Chlpler 2001, All SOAH A1.Js LUIJ51 be licensed co practiCe law in 
Texal! and meet other requirtleots impo:oea by Jltt O'f prescribed by Ibe Chief AlJ. 

SOAR is bcadquv1ered in Austin "ith SIaf.,d fiiJd <>ffioes in Cot'pus Christi, Dallas. £1 PasQ, Fort W"rfu, HoustolJ. lubb()ck, and San AnLOnio. SOAH also util�5 3] 
TleQ'lore si1es !t<lcewide for admi1listrtive license :ruspeD$ioo (ALRJ beating!>. the rt'truJle site&- � flat SQAH ()'ffioe� and are not s-taf by SOAH employees, but 3re 
locations madt: available to SOAR by local govmuDents or entities for f�uluporiodic doc�ets ofh�llgS, Thirty oi"lhe:n locations are gra.tis fa SOAR On" location 
<:MrgC3 a nominal fee. 

SOAH'� funding has four parts: -B general re\"�I1� appl'()pri3tipn to fl.!Dd beuings referro:l by $pecific ageQci�; in1<:r.agency oo'lcts by "''hicb orber a.�encies pay SOAl 
Oil eitJer an Itcurly or lum� basis for .heng work; a di reet approprizliOfl of Stile Highwsy FlDId 006 to conduct the ALIt hearings; and an spp:rialed rtlCl!ipts 
appropriiltion that is an in-and-out aCOllIl{ used primarily rOt transcripts fof lIppeal� of ALR bcacings. SOAH':s t:1.lITIm1 roe fOl" interaget1cy contJ: biLtlng is $100 per 
hoW". This J1Ile \Va:! originalJy set by the 79th Legisl.a1ure and approved by the 80th aDd IlJ 51 Legislatures. (SOAl:{ underwl:nt an !Uldir by the State AudiLOr' s OHiC!: in 

2012. The :alldito,", calculated SOA}r� actual cost a1 S115 per hour.) 

Workload and Smfmg 
Sin� it began C()lIdtlcting hearings 111 April 1992, the volume, n�ure, aIld scope ofSOAH's case worIc: has increased �s a result oflegisl3livel,y mandated transfers of 
ad.ditional judsd.ktiun 2.O.d volUl trausfi:t":! ofhurings and dispul<: n:sohrtion J1attcr� by agencies and s()vernmen1al entitle:!. SOAH AUs pte�ide rn bear�� Of 
mediatz disp\lles �OverilS a wi� l'I1Ige of subJee� fucJuding pro-/es!;ionlliliceosirtg and regl1Latkln; inSlU'aIlre, woriu."TS' oompe!lS<\ticn!l retjp:men! benefits; child 

support; cbild abuse and neglect; bealtb aJld lJl�cal serviCt!s; tranSPl;)rtatiuo; land ownership; environment wd na\Ul1l Teso public safety; fjnandal and utilit)" 
teg\l1a'liQ.n; and contr;u:t cLaims. again51 the state. Moot recently, the 111 51 I.egi�l<rture cslJlbl ;ilicd 8 pilot program m :Ii>: '.Itban colJt)ties (Bexlu-, C\lllI'!.l"lO, El Paso, Har 
1'art, IlId Travis) in wilko propertY c .. = un eleetto "ppeal certain apsal l"evilrn board order5 to SOAR, (Tex. GQV"l Code § 2003.901 et �) The 82nd 
Legislature e>:pandtd the pilol program IQ fM,- additicnail."OUntie.:! (Collin. Demon, Fc.rt Bo;nd, Montgon1eJY,.a.t N=). 

Aloeg with addi(io[laljurisdictioo. the (eferrillg agencies' level of demand fo! SOAH's,s�rviccs is 11 signi:1i;:aot external facIQr for the 8{;ency. SOAH is:lk'i.a to the courts 
10 its :fuilction. 3.!1d ills also 5lmilar t.:l the coure; in.1ha1 it does not initiatt WQxk- Instead. work is generated externally lIrl referred to it. SOAH bases its workload 
projections on infol1IlJltion n:-quesled and received from the refe� agencies and on SOAH's ovm compilations of inful1Jloo and historical data in the abse� of 
information from a refeoing agetloy, HQwe-ver, because SOAH docs not cQntrol the work referred, the overall demand for its services" or the demand from any individual 
refer agenlOJ'. may Ouctuate from 0= period to the !ltXt 3J'td C3It be predit,1erl \\ilh certainty. 

In lhl: oell retIU and into the next bieoniUUl, lbe legacy work: referred, i1Ild stil to be: ref:emd, frIlm tbe Texa� Oeportme.ll or1nsur:ance Di vision of Wo:a.er.i' 
<Ampepsati"lllDWC) repte$eot!l a potentially significantlnJ:1LIX of cases and case hourn iIJ FY 2014 lind perhap .. in FY 2015. The legacy W\irk C$ be divided iota tWO 
caleg,erie3: apJ)TWIirnatdy 4,800 oases in ",-hich lhl: issue is whrlilt:r, in the abseo<:c ofapplitabll! feo:, KUid�lim)s., workers' C01l;lpensatio.n lnsoJ-etlI' reirubom:!:"(let\ts to 
he.lth (2lU providers were fairM;O ttaSonable.: and appro.\im,ulely 1.755 srop-loss cases io \\'tIich the is will be tbe application of the BCUt.e-.:ate inpatient oospital fee 
guidelines' stop-Ioss provisions., .1S detennillt>U in the Ttrl.(d Court of Appeals' dcci,$ion in TexB.:! Mutual lnsuran� COf1lpalY, ct 8L v, Vi�1� Camuni.-:y Medical Centet, 
et il. (175 S.W 3d 533). Mnst .,ftht: f"i. and reasoDabl� ca.s<:s have been (cferred to SOAH. but m05l:Qftbc stop.1oS'S cases have bam pending at DWC or al the district 
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court pendiDg We outCome of the Iitigalioo.. 

Admini3tNlgr':s StaUlI1ent 
83rd Rcgul� Sesion, Agency �buris:ijon, Version' 

Au1O<1>1d! Budget and Evaluati<)tl System ofTCMS (ABEST) 

360 St.te {)fe or Atlm in istr a ti .. ., Uuriap 

91512012 10:31 :4&."'.M 

Ills SOAH's goal and intention 10 compl<ite all of the legacy woIt, should i:! aU. be refermi in FY 2013, by the Cld efFY 2014. Cu.n;\l'!t dO()Iw)ng schedules anticipate. 
disposing of about 2,600 legacy arses in FY 2013 (whetherby llearingor settlement), an estimate tbat illcludes all of the hir and reasQnable ca5ES fm all but one oflhe 
io .. 'Oived health ClU'e providcr3. and 230 stor-Ioss cases. The remainder oftht: fair I\l\d reasonable tClSeli (wbicla!thel point WQuld belong to one provider) anG the 
remaining 1,525 Slop-i06S ca.c:es WQuld be dispolled cfil FY 2014. HoWe9ef, (bere IIR: factcn; ai play beyond SOA}l'� (and DWC's) oo.otrol For example. SOAlf canot 
J)tedict tbe timing of the dislrid ceurf s 1UIWld of the 6(lO �P'"kJs cases pendiJg mere to DWe, which wOllld then reler them to SOAK In lWkJjtio� there is wu:ertainly 
about U1e status 3Id lhl@.a1ion posture of one oftlJe providE: involved in the bnIk of the legacy cases. Sbould that prilvider bIlce a dilTerent uck before SOAB &lid settle 
most os al of i� c=, up to almost 7(J p�l of the legacy work. could dinp. 

owe and SOAM are worldng cooper.li\l\:\y on pro� tile legacy � and wil CDDtiDue to do so. 

The 1� cases a.rz 'It tempoUl phenomenon. One<! they are di!lPQ!ied ofby hearing, So:tement, or :some DOmbin.:ltion tb��t 2lJ<l a.s 00 cilanlle in "PpJicabl" 
&taMIS, nJ!es. or guideline5.1he number of c� referred lUlaJly to SOAH Irw:u owe and lb(' at;comp.'UIylDg workload is ptlsdlcted to be steady but not large
ertirnaled lIf 80 to 100 cases per yeu. 

Absent the l� ClIlI Ol a Ieg:islati'vely menda� or voluntBry transfer of a significDLn cas.!"ad to SOAH., SOAli's proJections for FYs 2.014 and 2D} 5 relled :I 
posible 10,600 hours ofworlc per year funded by general rever1ue.(ro1Jgbly even with Uk! bours fot that work in ITs 2009, 2010, BJld20Ll and aproxim$t!ly 3,900 

hoUl:! more than FY 2012), and al 3vel1l,!l'" of 26,000 holm of wur.k � fiscId }'eM funded by inle�en&y O)o,trect. Based on information as oftlJc date ofthis LAR, th£ 
legacy �$ couJd add approximatelY 3.500 hours ofworlc; til(Ided by irlll:ragency IlIJl1trad in FY 2013, and 3,000 hours il FY 2014. (AgaiI, SOAf! working 
asption i� thoU �I oftbe ICg/I)' cases "'ill be referred by the: end (lff)' 2()13 and r:umpleted by the end ofFY 2014-) 'The ALR won. funded by Fuud 006, is 
projected 10 remain sieady in oase �Is and hours in both yean Q.fthe 2UI4-2015 biennium. Total case refcl'r:Us (i.e .• general dockef and AU) in FY 2014 and 2015 
are anricipilted to be approximaicly 38,000 per )-':lIl". 

Essential to SOAH'1i ability to pert"orm its mision &l)d meet the droland fOt its �ces i5 B dedicated and skilled AU .and !Upp<!ln workforce. SOAH is funded for 115 
flEs, and il oeed$ ib- st:Iffing to remaio ill th.Il 1I;"el in urdu 10 bandle the projected caxload, even IZcroriag in !he parenJial bcariDg ohe-vera1 tholl!i3ldDWC legalCY 
C>l$t:S. SOAH bas identified a number of dock<:tiug and hearing efficiencies fur those ca.ses \hal will �a.b!e it ttl handle the vlllume expeditiously and without f!O(jlliJing 
more Ib�Q its clly funded statrmg resources. For e-xampie, it bas organized IId dochtcd the Dwe fair1tld-teasonable /cge.cy cases.ia logic:aI, feLah:d gJ'Qup� and set 
them for heari.og io groupings so that on� AU can hur a. D1Jbet of cases in 11 balf-day or a d$y, The p� in the cases bave proposed II1Ul ilgI'eed to efficiencies as 
well rul:b as alhlwil one expert witness 10 t�y on�e and blving tbat testimony apply in aU roe"an! C� The stop-loss caS!:S will be Je$S conducive to lhese kitds of 
efficiencies bea.use the c.aKS Il very fllCHpecifit: and will aImoSI ""nainly have 10 be tried 01le. by one, Thetefun:. v.hik: SOAR bel� it C8l1 handle whatever may 
oom", with theDWC 1�lIC.y � i11l�ds the full c>omp)eroent of 115 fTEs to accomplish 311 oftbe "''Urk before it. 

Tbe 81$1 �isbture 8ulhuJ"i.td SOAR tQ baY<! 126 FTEs iIJ FY 2010 and 117 il FY 2011, numbel'$ that would include &I additional ciDn ALJs and five slIpponsmf 
(four in FY 20J 0 i!Uld one m fY 2{) 1 J). SOAH \'eirei""d genenl rtlvet1ue to biul 000 nf the FlEs fut fhe l>'1Ippott $taf but it rea:eved only the authoTiz;a1ioCl 10 hi.rI: the 
remaining twelve if",imoorserJlcntl; 10 SOAH for work perfunued und .. UltaEgen.cy oontnl.ol3 were sufcierllio BUOW it. This alJlhofi.za1ion was continoed by the R2.nd 
�islatun:. SOAli hal: 001 hi1ed the additional F1Es IQ date becallse the work it antlcipGted would be nfe=d did QQ' mu�riaize. and the p"0j«:led wor�""d (OT'the 
coming biCD1JilJ, even including the owe leg<K,Y cases, ma:y not jlUtifj their addition. 
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lmpeel oflO"/� �o.� RevexJ).Jll Budget Reduction 

Administrator" SlJItcml!lll 
83rd R�l.!lar Session. Agoney Submission, Version 1 

A�tomatcd Budge! and Eval...slion SynClJ' of TtXa5 (ABEST) 

360 St .. t!: omU. of Adm.n�nt1l1c Hearings 

9/jI201210:31:48AM 

SOAR tin al'ways workc:J to find eniciencies in its procc=s :!lid to id.c:nJtfy cost � �n�er possible. For eJ(llIIlple. it revi=l its r:ulc on eefault& to allow � in 
wh.ic.b notir.e 10 Ih<: respondenl was adcqu31c under the A<ltnini..o;tntivc Pto�ur.e Act 10 be dismi<sc:d from tlK SOAH do� IIJ1d remandod ex pe;iitiousl:rto Ihereferri.!]g 
.agency for fil12l di!lpositJon. The d��ing and p!,l1nlti.al hearing of tbt DWe legacy CIUCS described earlier i� 1Illotber example. 111 addition, SOAH bas lon,g 1Ct 
:approprime cases in dockel calls S<l thaI mlQl)' case:t can be heard or disposed of in om: setting f31her \hao individua.Uy. Ooc:kc:t calls save resources [or ilia n:furing 
ag�ics as well, as a referring agC'TICY must �d only one stllJf attorney for o� settiog t81ber man an lI.rtomC) fOr each tlc::arin! set on sepllJ'llle days. SOAH a1sa h8!; a 
f\ilc allowing pan:ies and witnesses 10 i!ppe>!r by telepb.<Jnc or "id.,oc(lnferen�e in applopriate circU!ll.SllllJce:s. 

Al1hougb seA H b serious in ils commitment 10 find additional efficio:nelC'S if PQ�ib\e, its w()rJ. is necessarily Jabor inleruiVil. It constantly e:umines 'WBYs in wbiclJ. 
SUpJlQrOng functions and processes 1:aJ) b� automated, streamlined, or eli1n.ina1�d, but ullima.tely !h.c 3!,>eD.cy's mj�ioo W\Uk GaClI101 bt: l()C()mpli:;hed wilhoull'rople. 
especially highly qualified and �ble atCo(1ley�. Employel!!!' :saIartcs compri� approh.imatdy 85% ofSOAl-l's budget In ortle" to meet the: 5% budget rffillCtiOll ror ttJe-
20 I 0-20 II biennium. SOAH eliminated all ilems not directly and crucially n:latcd to the pcrforrn�(\cc o.fthe agency's mls.sion Qt for whic!' there were 9.herneJ�C$ (c::.g" 
eliminating the library and subslitllting I1tiline �search services). 11 did not hO"e II:> bke any persollQel actioa to meet the :5% tatgel. Allb� point, m =aining 
non-salary e,):p�dit!=s are fUT such roiss\Gn-$pedfic items lI.'i inll!1preters, paper, and compuler suppon, or arc expeuditures llSsocia.red with. statu(ory maIJdlIte:s (e.g., lhe 
ml�3L 3.udil'Of, as��=eol..l fur the StaCe Office of.RUk MllIllIgellltlO! and $tlItcmde Co:.1 Allocation PI3tI, aDd we 1% stlIte agency COI!.tribUfio.Q \0 the Employees 

Retirement System for slate-paid hlsurano::). 

In short,. tMre are no a,dd;tionalllM-o$l\Iary expenst.s to reduce that would not have. a direct impact em hearings and medi.alioo.� To reach the 10% gcoeral revenuc budgel 
reduction, SOAB wiil be rC<luind to eliminate positiolC!. SCAli beJiev� thai the PTE reductioOj can be accomplished by eliminating vacant AU IlI\d lldruinistrativc 
JL�Sl.aIli po�itiow; oCC3b;oned by toutine voLuntaly de�s, !<Jlccitically, retirements by eligible cmp!O)�. These positions me C()mprised ofthr.ee ALls and t\Wtl 
adIniniSlnlti V" assi 5 IlmIS. 

SOAH re!;Civ� go:t1cral re\,�lIuc fOl the purpose afcondur;ting adminisb:1!.tivc b,,;u-mgs. (Gene� Appropriations Ad, SOAH's appTUpriation. Rldr.r 7\::.) Tbe gcocral 
rcvr:nue piece 'lfSOAH',s budget is ab:solutd, vit3i to the agency. It pmvides ccl1;!inty 8Jl.d stability, 3lld D redur:tloo ofil directly affects hearing capa�ity. DecreasiDg 
me l1um� of FT£s directly devoted to hearings.. as AUs and administral� ;misWIts arc, and having inalkquale AU aod Staff resourc.es avaHeble 10 handle the work 
.jjreclly iIlJparu SOAR's roission. It wiU impair SOAR's 6bilhy to perfQrm ils I'Cspo1Uibil1tieJ elfec:tive1r ud effidelltiy and willl1)ean delays in heaciDg �d dedding 
conlestcd cases. A reduction oC Ibr« AU� could mean Hull .8.ppyoximetely 4.300 nours per yttr of case work will be dd"JI"d, whicb equlltes to tbe "une on cad! cue 
being delayed an aV1::rage ofllpproxnoalely 9% in FY 2014. The delayed work would carry ove-r IlIId compolJlld in FY 201S, leading to a p01cuJial21% delay in 
completing the FY 201 S workload. The 3ft\icipated delays \Ylju!d be. rd1ected moot directly in SOAH's mca:surt:s. uA\'ernge Number of Days from Clase ofRamd to 
Is.�uanc.. ofPropos:al for o..cisioa - MajO{ a�gs" 2nd "Aven.ge Tuue 10 D.isposc of a Caso: (Median Number of Days)" Fo! FY 2011 and the !ht tluu quwetS of 
fY 2012., those numben h,wt' 8Vc:t'a€",d 47.5 days :md 74 dlljli. respect;"ely_ 

Lik��, ttle loss ofadlninistrati"e amstants 'Willll[fec:t JlfO<b:I1::tivit,y. Among ()ther thing;;, SOAB's adminislr.nive assj�tlrIlS pul Al.Js· orders and prQpo��.ror decision 
in final {OllIla! Iilld send tbl:lll to parties (whe1b� by regu.\a.r mail, f!IX, (ff elecrronic me:uu), monitor lUId maoll8e C3$e Ii les, Jcspond to routine ioqQiries from parties and 
co�el. upload AJJ-i�surd dOGUm.mlS to the e�rol1ic IiJirrg system so thaI Dockding can then index l!1Jd publish t}v,m, cooniinate travel I() OU!-Of-tOWll hearings fOf 
AW� and prepare tra.vo:! reimbursemcnl vouchers, and in appropriate cU=uJ.5t3Ilc.:.., =is!. Al.Js with bearing preparatiooS. e.g., compile aialllofcbQOn. The 
:administrative stsffis incredibly important and critical to the efficient I1l1d timely operauon ofthc. GO!l!� �e proce:;s at SOAR AreductioJl ofthcu numbers will be 
keenly fell. RcnlaDUog a<lminl:;n-roti,-e as:;istants would be required to take on th� additional workload I'cc:rsiOlled by tbe olhecs' departure, and an ovarload In their work 
would inevitably lead 10 delays in vrOC�$ing. issuance.. and publishing of ()rdelS and PfDs.. 

P�30f.j 



Bacl:grQund Ch.ccks 

All.ndlbtr�to .. 's SWtPlQlt 
IOn! � Sesion, AgeD"Y SubmUsion. Venaon 1 

Au!l7mlcd 8\Jdge\ aud livalllBlion Sy'lIlI:m of'Tl <Al3EST) 

360 Stal2 Ollie., of A.dlldnistratin Uuria;. 

915/2012 10:31;48AM 

SOAB hS$ authority to ronduct r:i.m.l bac�und GbeGk$ unLy OG lnfilmJalion leclIology emplu)'ee!. TeX'. Gov'l Code § 411.140S(b). It b� a policy ialpkme:ating 
this authority . 

SOAH oontact5 prior W1ployer� -during its refcnmcc cltking ptoa:ss fur potential new employees. Also, it verifies that Idtomeys applying for AU poSitiolUlltle in gOlJd 
staDtlin with. � State BatofTexas, IUId al AUs lit\! e:<peC� \Q IIVlinta god mnding. SOM! �h� driver's license m:ords f4r pote.n.tial AU,. SOAH also �1lri1ies 
any neces certificatiOlls (e.g., Certified. Public ACOOlI!ltlUlts). 

C01le�cm 
SOAH is gnshf red that the l.gisla!uR: bas shown rooti dena: in it over the last twenty years by giving it additl.ona.l re:spons bility. It W8Jlts to tQf\1inu <: to be wortb;y 0 f that 
eonfld= and 10 do a good job for the State ofT�, Although. SOAH is C<Jr:nmit!e to achieving tDlrmum atlh:iencies aod to beJDg a good steward. of the st\t's 
J"GSO(Cd, SOAH is equ.aJly dedicated to Uling a profc:si.o.a.a. first.el wcrkforoe that ptl'>vi� �and:icg sctVU: to parties and thE public,..and to pwvidiDg 
employees with the support aod resO\JlS 10 do their jobs well SOA}{ bas no �ptiOQa.l itEm or ridtT requesn. 11 respectfully � only th4t it be permitted to I=:p 
the general IeVelllle funding 3.S3Of:illted with the five FTE �it.iorujdentifled. as the primary c01ilp(lnents of its 10% budgd Rducti.m. 
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GOVERNOR 
STATE OF TEXAS STATE OFFICE OF ADMINISTRATIVE HEARINGS 

ORGANIZATIONAL CHART 

sOAH FunttJons 

 ... ..  1,-' 
�',- .  !:..�� .. :\:;"-� 

�r::-:,I.:";' 
,�.,:.:.  :.;. ?,-,. ;:-F '  

Agency Oversight Supervise the office; establish polldes, rules of procedure and Code of 
Conduct; ensure oomplian� with laws, $tut�, agency policy and mission; handle legal and 
legislative affairs, contract negotiation �rid management, open records requests and 
complaints; ensure eliglbllity of AUs; and prOtect and ensure the decisional-independence of 
each AU. 

Hearings: Manage contested case hearings and alternative dispute resolution proceedings. 

rJSCO/: Provide budgetary, accounting, purchasIng. property conrrol, billIng) facilitieS 
management Induding leases, internal audit oversight and compliance reporting. 

Inforron Resources: Provide jnformatlon tedmoJogy services (design, hardware and 
software acquiSitions, maintenan�, trouble-shootlng, telecommunications system 
coordination, data collection. compliance reporting and user asistance). Maintain local and 
wide area networkS; public and internal web sites; and connectivity be1.we en 8 SOAH offices. 

Human Resources: Provide employment and personnel-related services, benefits 
administration; payroll functlons; risk management and worlcers' compensation duties; 
iNelines.s coordination; complaint investigations; compliance reporting; and guidance on 
compliance with employment laws and state regulations. 
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Z.A, SUIIl.l.ry o(,B.se Request by Str8,t� 
83rd lU:&ular Seson, Agency �ubrnl'lSio/l, Vet$lon I 

91512012 J 0:31 :49A.)J! 

A lrtDOylc:d Bud ld Bnd �uatioo SV5te1J1 ofT <: lAS esn 

)60 Sute Onite Itf AdmJliftratin H�lIrill� 

Goal I OI1j"r:fh,� I STRATEGf 

1 Pro'\lide for II Fair aruI EHicient Admini.str:"e Hearings P,roGC$S 

 tI/Cl' A II H�rirq¢ ore CUf!duc1ed ;" D Fair (Il1d impartial Marmer 

J CONDUCT ElEARtNGS 

  01t Opp<ffry lor Aftcrl1alr.-e Dispuft Resolulion I'roce.edi11g4 

] CONDucr AL T DlSPt1TE RESOLt)TION 

TOTAL. GOAL 

2 IndiJed. Admil1istration 

lndirl!d A.dIininrC1licm 

J INDlRECI ADMINISTRA noN' 

TOTAL, COAL 

TOT AI. AGENCY STRA TEL'Y llEq{;"'ESf 

1 

2 

101' Al., AGENCY &DER API? ROl"RIA nONS REQUEST" 

GRAND TOTAL, AGENCY ltEQQMJ 

 ZOll  2012 Bo.d ZOLl  2014  ZOIS 

7.684,138 7,.9$4,304 

230,02 0 247,161 

S1,91.t.,lS8 SS�J,46S 

J,149�68 1,,232.026 

SI,149,368 S1,231,016 

S9.I)63,.52 (; S9,46J,4n 

$9,063.526 .:59,463,491 

LA. Page I of 2 

&,427,845 

236,019 

5'8,663,364 

1,092,495 

SI,092.05 

�756..lS9 

S9,7S6,JS!J 

8,37 J,1)12 &,066.876 

235,251 235,188 

58,606,263 S8,.302,064 

1,068,313 1,079.512 

SI,06�13 SI,079,512 

19,674,576 S9,381,S71l 

so so 

S9,&74,576 S9,381.576 



Goa.! ( 06jt!divr' STRA TEGV 

   

G�rnll RnwurFunds: 
I �1l�Re\'�eflmd 

�IJBJ"OtAL 
Other Fand!: 

6 Stlte Highway fund 
666 Appropriated �pts 
777 Interag 8JlC)' Ce Q\rads 

SUBTOT� 

TOTAL. ME'(HOD OF FlNANCINC 

2.A. 8ummll'J' on�� Request by Stntcgy 
83rd �uJer Sesl\, Agency SubmiS$ion, Veci� 1 
A.ulcm� � and Evaluation Sv�terlI ofT_IABESn 

360 Stlt� OfIicc of AdJOioisb'JlIi'tc H.ul"iD� 

9/SWl2 1 0:3 1:49AM 

 IOU Ert z.OU Blld 20U R� 2014  2015 

3,026.317 3,31Q,493 3,299,539 3,305,016 3,305,016 

S.J.02.6,317 SJ,310.491 S3,2.99�9 S3,305,016 SJ,3(t5,i)I 6 

3,133.997 3.242.,630 3,239,7� 3,241.221 3.241,221 
131,205 10-1,590 150.000 125.000 125.000 

2,m,007 2,gQ7,428 3,0<i7,057 3,003.339 Z.71Q,338 

S6.007�09 S6JS1,998 S',456',820 S6.3&9,S60 S6.0�,s� 

59,063,526 $9,463,4'1 S9,756,359 S9,674,576 !9,l81.S76 

'Rider npstiom fur the � yean an: included in � S\1lO� 8il1l\U1tS. 
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2.B. SlUIl.IJtry or� B.equ� by �thod ofFiDlIll,l"t 
S3rd �guLar SesLOo" Agency Submi3lrioo. Versioo I 
AU1O!D� Bl.ldgd;md E�IQiltion S:rncm ofTexBS (ASES1) 

Agwcy code; 360 Agency DMU:: Sbtf: O1!ke of AdmiDistrsfu'C (J ell i'ing:5 

METHOD OF FrNANCJiIG    

  

Genenl �eveo\lt: fund 
REGULAR .APPROPRfAno� 

Regubu-AJlpropril\licw from MOF T�ble.(20I().ll GAA) 
S3,434.3S3 so 

R.egul;u AWtopriatimlS froID MOF Table (2Q 12� 1 J OM) 
so S3,305,957 

Regvla{ Appropriations frODll-lOFTlihle (2014-]5 GAA) 
S\l SO 

RIDER Al'FROP /UArroN 

Art IX, Sec tS. J 5, Payments to DlR (2011�J3 Bienium) 
SO S4.536 

COlUnI� AY ZOI2Stn1�Ol�1·OI (H�� A9l"l130(M) �,03L97; 
SlTafcgy OI..f)2-() I (ADRAppo 13008) S[5l,86; 
S:ralegY 02-0J-Ol (ADMIN ApPl 13009) 11,351.29 

SUPPLEMENTAL. SPECiAL OR EA£6RGEJlCY APPROFRLU10NS 

HB 4, 82nd LelL R�ulllJ' St:!sion, Sec I(B) General:R£v� Rcductiarn. 
1(252,505) SO 

LB. �c I DrS 

9/51201110:31:49AM 

BuJl20lJ Rc:q 2014 RtillOJ,5 

so $0 $Il 

$3,29,539 so so 

SO SJ,31J5,OI6 $3,305,016 

SO $U �O 

SO $0 SO 



2.B. SII   ofKue �uest � M�thod of FinaDeto 
83rd �lar S<:so, �cy Submilon, Ver.:sion I 

AlJlOm8td Budget &rid EnIuaTion Sy=m ofT_ (ABES1 

A� W�: 360 � mme. Salt omu of Adlahai$tntrn Hdtinp 

METHOD OF ANANCING � 201 l 

  

Commfot): AY 2011 Stt:ategy Ol.ol"()l (H�arings Appn 13006) S2.35.73tr, 
STtatcgy 0 1 -02-0 1 (ADR Apprt 13008) $ 1.370; 
Struegy 02-01-01 (AdnUt! A.pJm 1�09) $15,396 

LAPSED AI' PROPRIA rroNS 

La¢e OonJmited budgd 
S(Z05.53 I )  

COClment:c AY 20 I I  SJ:f3Iqy 01-01 -61 (R�s App 13006) $204,272 

Slnkgy O I..Q2-01 (ADRAJ!pn J 30(8) S I ,'259 

TOrAL. Gen£r.ll RneBce FUGd 
53,026,317 

TOTAL, ALL GENERAL .REYE�l.JE 
S3.025.111 

  

Ii S� W&b."loy Fund No. ()()6 
REGULAl.l. APfROPRlATJONS 

Regubr AJ1propriati� from MOF Table (20JO-1 1 GAA) 
S3.239.763 

R�gul3r Appropriatiort5 from MOF Table (2012-13 GAA) 
so 

En Z01Z 

$0 

SJ,lI0,493 

S3. H 0,4 !)3 

3\0 

$3.239.763 

lB. Page 2 of II 

9/5120 1 2  I O:3' 1 :49AM 

Bud 2013 Req 2014 �qZOIS 

$0 so $0 

Sl,29,.53 9 S3,305,O l6 S3,Jl)5,OI6 

S3.l 99,5J 9 Sl,30S,016 $.3,305,0 1 6  

Sf! S(l SO 

$3,239,763 so so 



z.. SalD� Df Base �UCl>t by Mdbocl of FiMiDCr 
83rd Regular Sesnn, .Agen� Submis Venion l 
A� Bud�\ iIG £valU3titlnSystmI ofTI<XlIS (.ABEST) 

AgCSls,t cede: 360 Ageoey 08U\�: Stlte 01lkc of AdJn�lJtntfv4: .Ilearinp 

MlITB9D OF Fli'iAl'lCL"iG Esp :roll 

 

RegulM AppMl>riati� from MOP Tllbl� (2014-1 S GAA) 
SO 

RJD£RAff'ROPPJA OON 

Article I.X. Sec. 18- 1 5, PB)'fIlCtU to DIR (2012-13 Biemlium) 
SO 

CellIlIlft: A Y 2012 SIxateg}- 0 1-()1..I (ls- Appn 1 3006) $2,9 J 7.04 

LAPsED An Jl.OPRl.A.DONS 

L�pse con:unitd budgd 
S(lQj,766) 

CODlII�b: AY 20 1 1  Strategy Ol-Ol.. l $1larIDgs- Appn 13006) S86,.820.82 
Strategy O2-OI-OJ (Admin · Appo 130119) 518.,9495 

TOTAL, SUC!: lIi&JI�Y Fllod No. � 
53,133.91 

666 Appropriated RecdpL� 
REGUUR APFROPRU.110NS 

Regulfil' Appropriatiom; from MOF Ta.b� (20 10-) 1 OA) 
S 1 50J)OO 

Est 20)2 

$0 

$2.9 1 7 

SO 

SJ.l42,630 

SU 

2.B. P8ge 3 0f8 

9/5120 1 2  I O:3 1 :49AM 

Bad 2013 Rfq 2014 Rltq ZOlS 

$0 $3.241.121 S3,211 ,22 

SO SO $0 

so so SO 

.S3,239,763 S3,24l.Z11 SJ,24J.2n 

SO SO SO 



AFq code:  360 

2.B- SuJD.lary or Base Request by M�tbed of FiJllllltl! 
83rd Regulu s.OJ1, Agew:y Submission. V"l3iOl 1 
AutOU'lIl BtJd&>--t end EV1Ilunion Syrtcm of Texas (ABEST) 

Agomty oam.: Safe. OftWe IJfAdmlaistratiVl: Hnrillgl 

METHOD OF flNANCJj';G E1p- 20 1 1  Est 2012 

  

TOTAL, 

Regola!:Apo�TI:I from MOF Tabl� (2.()11·1� GA) 
liO 

Regular Appropriati &\:1m MOF Table (2.014- IS GA) 
so 

UPSED Al'PlWPRIn70NS 

Estiwate R.evQ1E not col1urcd 
S( lll,795) 

CUIlIm6Jtr. AY 101 1 ;  Did .ao1 1:OI1ect the- EBtimallld RevenlC in Strategy 
0l.()1.01 (H� - Appn no(6) $13,295.01 fur Fecs-Coplc!WFiling ofn:ronls 
(e�.Transcripts) and il SCr.GqJ: 02-01..] (Athnin� ApP,n 1.3009) $499.99 for 

the Third Pat1y RccelpJs. 

£stiroa�d Revellue 1I0t anticipated til coDect (2012..1 3 GAA) 
so 

COlluncnts; AY 2012: Do DQt mticip� collcding tile Estim� Rev.:nrn: in 
St:rsIlegy g l -Ol-()l �s • Appn 13006) S46,62D for Fces-CopiesIFiling of 
�rds {�.g. Tran:;qipts) and ill Strategy 02--0 1-01 (AdutIn� Appn 130(9) $490 
for t:h� TlUrd Par Rworipts. 

Appropybted R"" .. ipb 
$ [3)..205 

$1 50.000 

so 

SIl 

S(47, I I  0) 

$102.890 

2.8. Page 4 on 

9/5/2012 1 0:31 ;49AM 

Bud 2.0ll Rc-q 2014 n� Z015 

SI 50.000 .so -so 

so $ 1 2.5;000 SI ZS.OOO 

ro so so 

so so so 

SLSG.OOO $115.080 $125,000 



2.B- S IImlD'll I"Y Qf Bile J:bqllen by Meth!ld I){ Fil'@L1! 
83rd Regular �ion. A.gcocy Submision. V�i"lJ I 
Auwo:wed Budgel 3<ld EvaluatiQn S-y= of"1ens (ASCST) 

Agency cod� 360 A�' neme: SOlIe OIDn of Adminbtl":llin HnriJl;s 

METHOD OF FlNANClNG  2DJ 1 

 

777 fnt��y Contracts 
REGULAR AFPROl'RlAnONS 

ft.eguJar Appropriation:s .troTtl MOf T �le (10 10-.11 GAA) 

Reguiar AppropriatiOl b-om MOf Ta,ble (20t2- 13  OM) 

�glllar Appl'tJpriatiQn.� from MOP Table (20 14- 15  GAA) 

ilIDERAPfROfR1A17ON 

13,669,449 

iO 

SO 

fljder 5, E.:qIanded J�ction (2010-1 1 GAA) Add..EunW Rev. Authorit 
15.360 

C<l"UQell�: All rU1lds coUeo;red by SOAH as paym.em fur, Ol reimburs!flen1 of, 
ils cost of pnrviding serviPQ' to other $CIte 38:f:1lc:ks or go,,� entities, 01 
other3 as d� by tbe �alure, ace app,opria� to SOAR for its use 
during the bievoiuIO.  S�gy 0 HJ2..al (ADR Apjl Boot) S5,360 

Article l.X, S� 1 8.l�, Plyurents tQ DIR (20 12- 13 Bietmiutn) 
SO 

2.B. 

£s1 l(l 12 

so 

S3,545., 187 

SO 

SO 

Sl2,982 

P. 5 Qf8 

9/5110 12 10:3 1 :49AM 

Ba.d lOll .R�q UJ14 Rtq 2015 

sO' so so 

53,545. 1 87 so so 

SO 53,003,339 S1. 7 l0.338 

SO SO $0 

10 SO SO 



� <XJde: 360 

I_B. Summary of Bu� Rl!A)u 1$i try �lfthai1 of FinJlI\C'I! 
83rd Regular Semon, A&� Submis:si.oll, Vernon 1 
AutOO)atad S�t lind e-n.Iu:a.tion Syslan ofTcus (ASESn 

AgaJcy n&!: SUb! omu of AdmiJdstntivt Reari.Dp 

MJITHOD OF RINANClG Esp 1.01 1 EAUQ12 

 

CODtI.mlt): AY 2012 � 01-01-01 (lI� Appn 13006) SlO,969.25; 
Stnteg). 01..Q2-01 (ADR Awa 13008) $,",.� 
St:I:alegy 02�l-Ol (ADMIN Appn 13009) Sl ,972.55 

om Re1imds (,2.0 1 (}.I 1) Biamium 
$(365) 

CQlDUleo": AY 201 1  �gy 014>1-01 (Hearings Appn 13006) $313. 1  7 
Strakgy 01�02-O1 (ADR Appn lJOOg'J S5.84; 
Stntl!gy 02-I)I-Ql (ADMIN Appn (3009) S45.99 

Rider 7-A Biling lI.e for Worldoad 
SO 

LAPSED APPROPRlA nONS 

Bsilmat R.eveotl not col1ecled 

J(�437) 

COMdlt'llta: � 20 1 1 : Did not coltect the Estimmd ReveoQe in Strategy 
01-0 H 1 (H� - Appn 130%) $9Q2, 1 52 8Id in S1ralegy 02-0 HH (Admin-
Ap 130(9) S285 for Salt:! ofS'WPIiJc�u:ipmcnfl'Sen-ice=; (e.g. He1Uings) 

Estj:nil Rnro.l. not 1IJl1dcd tc ccllect 

S<J 

SO 

SO 

SO S(S 16.45&) 

2.8. Page 6 of 8 

915aO.12 1(}-.3 1  :49AM 

Sla4 W13 aeq l014 lUq l1llS 

$0 SO .to 

S357.800 SO SO 

SO SO SO 

SO SO $0 



Agency cook' 3(;0 

2,8. Slltllullry af Ban 1\Equut or M�lhod O[I1D;aDt� 
83ntReguiar Sesion, Ag� Submiss.ioIl, Vernon I 

A� BllCl and 5\1e1lJi1lion System ofT� (A.BESTl 

Agtmcy TlaIDC: Stltt Office of A�iJlbtnotwe HariDg! 

915n.012  10:3 J :49AM 

METIlOD OF FiNANCING E:lp 2-611 Est 2012 Bud l013 R�g 201-1 Req 2015 

OTHER  

T01'AL. 

roT� ALl. 

Cumrmub: Est. 2(1] 2: 00 DOl aDlicipu CQU�d:ill/!, tm: Estimated R£','et\uc iD 
Slr:tegy 0 \-0 ' -01 (Hearings - Appn 1 3006) 55 L6,458 for SalllS of 
Suplie3lJ:qWptneOUScmOCl (e.g. Hearings) Most ofth.e difrence is 
attributable 10 ARB wor\doad bal sorne is ;u$O atInoured to TEA, IDI-DWC, 
MVD. DSFIS mid CPA. 

E.rtimared Revenue nat aolicipued I.IJ c�lIect - TCEQ 
$0 

CQ'JI1m�Qt$: Est. 20 12: SOAH m1icipiJ� ooa\9ng a partillJ retimd to TCEQ p<n 
(JlIT �onlrart with them atlribuled to a � in the workll'l.m dnring. FY 20 12 .  
Strategy Ol·Ol..l (Hm!ring - Appu 130M) S2J4,233 for Sales of 

Suplie3lEquiprncntJSen.i� {c.,. Hevlngs} 

E.stulutd RItYeDue oM anti ci puled 10 CQ Uect 
SO 

COlltllt-= Est 2013: Th:J lI.ot alticipale collecting the EstiIXJa� Revenue in 
Stnro:gy O l -Ol..! (Hearu,gs - Appc 130(6) .$05,930 for Sales of 
SupplieslEql.l!pment/SelVic� (e.g. Harings) Most of the ditfarence is 
attrihllhJe 10 ARB worl:load but llOInC is also 1I1tnm,!ed to TEA, TOI-DWC, 
MVD, DSHS and CPA 

lQterag�nq COlllnd;, 
S'Z, 772.007 

OT.H£R nJl'I<1>S 
S6,OJ/.20Sl 

S(234,283) 

SG 

52.307.428 

SU.52� 

2-8. p� 1 of8 

$0 $0 .$0 

$(835,930) SO $0 

S3.6�7.0S'1 S3.003,339 SZ.710..338 

S6A56,820 S6.l69,S60 S6.076,560 



Agency code: 360 

METHOD OF FlNANCJNG 

GRAND TOTAL 

FULL-lIME�EOUIV AU.NT POSITIONS 
,REGULAR APROPRIATIONS 

Regular ApproprU1iQ;nS from MOF T .. bk 
(20 10-1 1 GA) 

Regular Appropriations from MOF Table 
(20l2�13 GAA) 

Regular App.rQprU!tioJl$ from MOP Tlle 
(2.014-1:5 OM) 

UNAUTHORIZED NUMBER OVER (BELOW) CAP 

Position CQnti:Dgebt on WQrldoad and 
�mated Re'lcnae (MOf-lAC) 

Position C1)ntingent on woridoad and 
Estimated Reveoue (MOF·lAC) 

EqrU valcol:S (tellns) 

tQTAL. ADJUSTED FIE8 

NUMBER OF I Oo-A FEDERALLY 

FUNDED F'I'E5 

Z..8. Slim 1J1l of Bale RequRSt by Method of Flll.Ilnte 
83JXl �\ar Sesion, Agency Subto.imou, VetSioo 1 
AuWm.oted BudgI:1 and flvaJllati<Jn Sy� QfT.. {ABE.Sl) 

Agcnr:y �: Shle OtIic:e of AdUlWstf2tin HeluiJlgl 

Exp ZOl Est:LOlZ. 

59,063,526 S9,463,491 

l27.0 0,0 

0.0 127.0 

0.0 0.0 

( 1 2.0) 0.0 

0.0 ( 12.0) 

(3.8) (7.5) 

1 1 1..1 1Q7.5 

0.0 0,0 

2.9. Page 8 of8 

9/5/2012 1 0:3 1:49AM 

Bud 2013 Reg 2014 Req 20lS 

S9,756,JS9 59,674,51'6 S9,38l.S76 

0.0 0.0 0.0 

127.0 0.0 0.0 

0,0 1 1 5.0 1 l :5.0 

0.0 0.0 0.0 

(12.0) 0.0 0.0 

0.0 0.0 0.0 

115.0 US.O J 15.0 

t),(J 0.0 0.0 



OBJEcr OF EXPEl'ISE 

10\}J SALARIES AND WAGES 

1002 OTHER PERSONNEL COSTS 

2001 PROfESSIONAL FEES At,,{D SERVICES 

2003 CONSUMABLE SUPLIES 

2004 IJIl 

200:5 TIlA VEL 

2006 RENT - BUILDING 

2.007 RENT - MAq.qNE AND OTHER 

2009 OTHER OPElV\TING EXPENS6 

500 eMU At EXPE.NDITURES 

OOE ToW (ERiluliJlt Riden) 
OOE TotJaJ (RIden') 

Gnlld Total 

2.C. Summary of � R�1I"t by Obj .. (1 of E�� 
83rd Regular Setn, Agc.ocy SubmWiClo. V�nioD I 
AlJlolJ131ea 8udt:J:! "nd E..U81ion System of'rCXil$ (�1) 

36() Stak Office of A.dmiDiJtrlliv� lluJinp 

E.,p lO l l  Est 20U 

$7,609,012 $7.483$75 

$264.23 1 S495.439 

124.705 f71,776 

$5 1 .626 568,970 

S96,604 $99,544 

S8Z,82.8 $319,586 

Sl,625 S1l6,B93 

il.441 $23.26 \ 

1'67] ,330 S858,906 

$ \6,064 f)5,I4l 

S9,06l.526 S9.463,49I 

59,o63.5Z6 S9,463�1 

2.C Plgt 1 of I 

9/S1201 2 1 0:3 1:49AM 

Bud 101.3 BL20H B1. 2015 

$7,78].36 1 $7,786,784 57,78'6.784 

$328,.360 3>340,.200 $3 l0,200 

S43.<l73 $29,ll22 S25.049 

$66,716 $66.776 S66,776 

S 1 1�760 $ 1 12,760 Sl 12.760 

$ 1 3 1,425 :$\3 1,42:5 S I 01),OO 

S225,734 $215,734 S2. 734 

S29,61 \  $29,6 1 '  S29,61 l 

S I ,017,259 $952,264 $714,66:2 

SZO,OOO SO $0 

S9,7S6,l59 S9,614.576 S9.381,576 

59,156,359 �,674,576 S9.,381,� 



2-D. SaMtlUlry ofBQe �1X�t Objutiw! Oatcnmu 
83m �ar Ses:siOIl, Ageacy Submison., Vcrsl.OQ I 

Aulomated Budget and Evaluation system of Tens (ABESl) 

llSO Shu Qffis:e (If Adllinistndh� nearinp 

Goal! O�ctiv, ' QUt1:ollc � lOll Est l(Hl 
ProvidB fur a Fait .o Ef � Hcmngs 1'rocesa 

J &mtre 1haI All Hwring;r an Cond..a.:d ",. Q Fair mrd Impartial MtmrlO, 
KEY 1 l'ueeabgc of'P.rlkip.qb SQrveyed Salbfied wId! Over:tl Pro 

KEY 

1&.90% 
2 .Pe�t of AdDdJdstrafiyc Lkcl1lt Re\lIdOOfl O.-dcn Am.nate4 on Appell 

81.05",1, 
l Plfl'1;Qlt .., BOAS AdJ,uini.stnlh·c Li�e ltnDCatiolJ 0 roen Appetlled 

O.lS"A. 
4 0/. ofPtoposed Tn DKislon Usual ",ithi:a 60 DlI)'I efJluord Cl4slq 

99.12% 
:2 PrmTftk an ()p"'ro� flir Alfernatm Dl8pute iWollTl PrQcee� 

1 PercCltare of Alta1uIiW� Dbpult 'Rcsolutiou Requuts Gnmed 
97.6� 

92.00% 

92.55% 

1 .43% 

1 00.00% 

�.70% 

2..0. Page I of J 

9/512012 ICI-.3I:50AM 

BIld �ll  BL 211� 

92.00% �2.00% 91,00 % 

92.SS% 92.55% 92.S5 % 

1 .43% 1 .43 %  1 .43 % 

100.0010 100.00 % 100.GO 0/0 

97.70% 97.70% !n.70 % 



l r  SW1'IllUry "l Tobl lteque3't by Strategy DAIT , 9/5120 12 
83rd Regular SesoQ, A,gerJI:y SubxnissjoD, V �-ion 1 TI.ME : 10:31�50Al\' 

AU1OltedBu�e18Dd Bvaluatioe System ofTuas f;U3ESn 

�l!llCY axle; .no Agency oame: State Offil;e of Adml.stnt;"� Hear� 

B.lUlf 8'aH Excep110ual Esceptional Tohil Reqil�t TlJtaJ RlI!quC!31 
 R. TEG\' 2.014 2015 ION 201$ 101,4 lOIS 

1 Provide fur a Fair and Effici.eJlt Administrative HeariDgs Proces 

1 Erurue /hat All H�1n� art. Conduaed in 0 Fair arni lmporlia/ Man 

1 CONDUCT HEARINGS $8,371.012 S'S,Q66,376 SO SO $8,371,012 $8, 066,.S7 6 
2 Pr"vix:Je an Oportunity for A.lm-nal�e Dbtpul<! wollltio1l PrD(;I!tdJ" 

1 CONDUCT AL T ])lSPUTE RESOLUTION 235,lS1 235,HlS 0 0 235,.2.5 1 235,188 
TOTAL, GOAL L .58,606.263 SS,3 02 ,()64 SO SO 58,606,Z63 S8,]02,.o64 

:2 Indirect AdmJnistr nOll 

1 lntlired Ac!mll'ation 

1 TNDIRECT ADMlNlsnuTION 1,068,3 13  1,079,5 12 0 0 1 ,O6!,3 1 3  l .O19,512 
TOTAL, GOAL 2 Sl,063,313 Sl,019,5U    Sl,019,511 

'(OTAL, AGENCY 
STAA TEe;)" REQUEST 59.674,516 S9,381.576 $0 SO S9.674,576 $9,31.,.576 

TOT A.L. A('J;NCY RIDER 
APPR()'PRJA noNS llEQ.t!EST 

GRAND TOTA(" �GENCV REQUEST S9,'7�76 S9.3S1.576 SO SO S9,674,5?6 59,381.576 

2.f. Page 1 on 



A-gtlJcy cod c: 366 

 UGY 
Gcn�1 Rcvftluc Fund,: 

1 Gcnc:raJ ReveDllI: F\IO 

Othu F"DCb: 

6 State Highway Flmd 

666 Appropriated Receipts 

m Interagency COIlIJ':oCU 

TOTAL. MJ:TROD OF. F.lNANCING 

FULL TlME EQUIVALENT POSmONS 

AgeIl<lY Dame: 

1.F. S01l\luy ofTobl ReqlJ�t by 8,"1� 
83rd RegulaJ: Session. Agomcy Submison, V�ion I 

Automated Budget aut! Evaluatiuo System ofTexas (ABESl) 

Sb1� Office of AdmiDirtr�tive B�:s 

B.,e B:o� Euc-prlOD31 
 2015  

Sl,J05,016 $3.;lO5. 0 1 6  SO 

53,305,016 SJ,JOS,OI6 50 

3,24[ ,221 U4 U'2 0 

125,000 125.MO 0 

3.003,339 2.7 1 03� 0 

S6,369,560 56,0'76.560 SO 

S�.&74.s76 S',.lll1,s1� SO 

1 15.0 lJ 5.0 0.0 

2.F. PlIgc 2 of2 

DATE : 9J5I20J2 
TIME : 10:.JI :SOAM 

ErceptiOlLOlJ Toul .ReqllUl ToW Reflucst 
   

SO .$3,3U5,0 16 $3305.0 16 

SQ )1,30s.01' S3,305,016 

0 3,i4 1..2 1 3.241 .1.2 

0 125,00 \25.000 

0 3.003,339 2.710.358 

so S'-3�'.s60 S6,016,� 

SO ".614,576 S9,J8l,516 

0.0 1 15.0 1 ]5..0 



2.G. SUJIlOUIry olToUl Rc.qllest Objec:tiw Ov�me!l 
II 3Td Reg u Jar Sesio.n, .AgpJc:y S u bmis, yasion 1 

Automated BDd�t lind Evaluation �tIl'll of IC):BS (ABEST) 

Agency wOO: 3'0 Ag.mCY Ile: Sbit omu of Adlnlobtntin lIurlugJ 
Go&' Objective I OQtDlm� 

BL 
2014 

BL 
2015 

Provide for a Fl!ir and Efdeut Admillistntive �gs Process 
WIITr!. that Al Ht='ill� an CondJ'ckd in Q Fair tmti Impartial Mamtl:T' 

KI."Y I I'lercellt.l!i� of rarticipatJ Surveyed S.titfled willi OnnD PrOI:l!l 

92.00% 92.00% 

&:ltp 
2014 

1 l"erHnt uf Alhufabtnti:ve Lic�Il:I� RnuClJNu Ordoel'3 A.fIirmed QJl >4.p(lul 

92.5)% 9255% 

J f",!'Ce..t "r SOAK AdmillistnliYe Li�Dft Re'Youth,JD Orden A {lP el led 

I A3% 1 .,43% 

KEY 4 % of l'rvpo3ed Tn Drri5w� b,ued "itbia 60 �}I of RKoht CloalDg 

1 00.00% 100.00% 

2. ProvtJe (l7f Opf]TtJm� for AJtenrolive Disput! hsolutJm. J>roC4ed� 
l le .. �ltiIble cd.uttm3Hl't D;'po1e Resolo.til)Jl Rtqll� Grao�d 

97.70% 97.7()% 

2.G. Page 1 of I 

E.up 
201.5 

ToDJ 
IUqucst 

10)4 

92.(1)% 

92. 55"/0 

1 .4.3% 

lOOJ)O% 

97.70% 

Dale : 9JSJ2011 
Time: 1o-.Jl:SOAM 

ToW 
R�qucn 

20lS 

92.00 % 

92;55 % 

( .43 % 

100.00 % 

97.10 % 



 



�
 

•
 



itA. Stnltrgy {UeJu.dt 
!3rd Regular SasiOl Aglmcy SlJbm�ion, Vttmon I 

Alrtomared Budget and Eva]ulltiOn. �em <)fTcoxa (A.BESn 

360 SDk Office of Admu.irtMitive HeariDg:s 

GOAL; Provide ror a FI\i:r a.od Effi�nt Adroinistrlve Hearings Process 
OBJECTiVE: &.rot ti,;t All Hearings ate CoQdtlC�d in a Fair aDd fmpartial Ma= 

STRATEGY: CDndud Hcsp and Prepare PrtlJ?OsW for Decisions and Final Ord= 

CODE DtSOUfTION 

Output Mcoson=.: 
I NuwberofHearing3ad PrebeariDgs Held 
2 NutIlber o{Hours Biled (General Doclte1 � and 
ALR Hnrlngs) 

KEY '3 Nu.mber oof Adminiro"lVt: 4:e= RC\'Ocatioll Cas� 
Disposed 
4 Number of AdmitJUtnltlvc Li<:.e� ReVOCliOIl On.l.:n 
I�� 

KEY S Number ofCa.:iesc Oi:spo�ed 
KEY 6 Number of Admin.i.Wt.ivt: Fine Cases Dispo� 

7 Numbt of Requuts WI Continuances and Abll.temml9 
Gnmled 

KEY 3 Pen:ent of A �b)f AU TiJne Spent on Ca3e WorX. 
9 Pel ceDI of Case Time Spt!nt ou ALB. � 
lO Pernent of Case T l1lIe Spent 111) Gen.:cal Dockd 
(Non-ALR) Cases 

KEY \ l  /I of Proposa1s fot Decisioo Related to Tax I:i� 
Rendered by A1J� 

Emt�t.y Mt.UlIres: 
1 A veruge Cpst Per Case 

£.xp 201J Est 2012 

37.972.00 38.333.00 

75,1 84.80 70.929.73 

3 1 .3 1 6.00 27,660.00 

44.933 .00 4 1 .633.00 

.37,7 1 9.00 34.893.00 
144.00 1 05.00 

1 4.435.00 15,092.00 

9J.85 % 1 00_00 % 

39.21 % 36.91 % 
60.79 % 63.09 % 

355.00 23 1 .0 i) 

2-17.26 123.95 

.3.A. P3gc 1 of I I 

9/5120 1 Z  IO :] 1 :5 I AM  

Statewide GoaJIBencbmaxJc � 0 

.sen.icc Catcg<lri= 

Service; 0 1  IlcoPle: A.2 Ago: B.3 

BlId lO13 BL ZO l4 BL 201S 

39,046.00 38,900.00 38.333.00 

701.507.73 80,829.00 76,6 10.00 

27,660.00 27.660.00 27,660.00 

4 \ .633.00 4 \ ,633.00 41,633.00 

37.540.00 38,988.00 34,893.00 
105.00 l05.00 l�.OO 

1 5,092.00 1 5,092.00 1 5,092.00 

lOO.OO % lOO.OO % 1 00.00 % 

35. 1 9 % 37.1iO % 39.88 % 
64.8 \ % 62.10 % 60. 1 5  % 

231.00 231 -00 23 1 .00 

223.95 223.95 223.95 



GOAL: 
OBJECTIVE: 

SllUTEGY: 

CODE 

l.A. Stntqy Rcq1lm 
113rd Regula Seson. Agency Submisn, Vernon ' 

AU10flu;Q .sudgel 'Ild Evaluatkm System of Texas (AB£S1) 

360 Su tc Ofce ofAd.a1iJtiftnlive U..-riI:Igo 

Provide for a Fair :md Efcient A diniJlisVl! Ht:aribgs Procc� 
Ensure thst AU � ue Conrlw."'h:d in 8. Fair and Impartial Mam\(:J 
Coadud � and Pl'eptie Propcsa1s for �0l :&ad FlnaJ oroets 

J)ES!ClUPTlON Esp lOll Ert 2011 

915120 1 2 10:3 1 : jI AM  

Statewide GoaJ/Ben<;hmadc S 0 

Servioe CatvgPrit:S: 
Service: 01 luome: A.2 Age: B ..3  

Bad 2013 BL 2014 BL lOIS 

KEY 2 Average -It ofDa}'lt-Close of Reocmi to Pro lsce
-Major Hearings 

.KEY' 3 Average Twe to DiliVOSC oh. Case (Medillrt Nlimber of 
Days) 
4 Av� N� ofDay� fiUu:I O� of Rcqu.cst to 
becutiolJ 

(lEY 5 A"g Work Day3 to Issue P:ro�d 1'� Occisioa FollcrwiDg 
�rd Closm& 

T."P1u.atoryLlnput Manr� 
l �umbe.rofHo\:l in He:uiug (lnc.luding fr� 
Canfarenccs) 
1 NtlJObcr of H.ou.rs Prtp3riJIg Prehearing O� PFDs, 3JId 
.Final Ordetl 

KEY J Numw uf C3se!t �ived. 
KEV 4 Nurober of Agencies �'Cd 

5 Pact:t of Adopted propo fur Deci3:ioo 
Overturncdl�anded 
6 NUJber of Complaiots Received Regarding Hearing 
I'rocz3l 

44.7Q 50.30 

73.00 75.00 

0.01 0.0 1 

5.55 $.S3 

13.770.48 1 1 ,884.1 7 

46,982.80 42,352.76 

40,975.00 38,021.00 

45.00 47,00 

0.00 % 0.00 % 

7 .00 2.00 

3 .A. Pago Z ofl l 

50.30 50.30 5030 

75.00 7.5.00 75110 

0.0 1 0.01 0.0 1  

5.S3 5.53 5.53 

12 .515.67 12.1 99.17 1 1 ,884.1 7 

45,299.26 4!i.06 1 .76 42.35.2.76 

40,m.OO 38, l()4,OQ 37,.903.00 

47.00 47.00 41.00 
0.00 �� 0.00 % 0.00 % 

2.00 2.00 2.00 



},A. SlTBtegy Reqllut 
85rd Regular Sesoo, �ucy Sl.!bmi$Sion, vemoo I 

Autoll1l1� Budget �d t)':aluation Sysm ofTa.us (ABES·O 

3�(l Stln Om.:� of Ad.lOlnb.ralin Hearillg.! 

GOAL; Provide for a Fair 2ld Eff�nt Administrati-.e Hearings Process 
OBJECTIVE: .EnstJre Ilt Al H.eari.ogs :are Conducted il a fair and lnip!lrtiar Manotr 

SlMTEGY: Copduct Hl-ings and Prepare ProPQoaU for �isilJllS and Final Orders 

CODE DESCRIPTION E� 20 1 1  :£51 2012 

7 Peroeul of PfDs Cbeu� Vautcd or Moditlcd by 1 .64 %  1 .98 % 
GovemiDg SOdIds 

Obj«b or E.J:peD$it� 
1 00 1  SALARIES AND WAGES S6,3�A67 16,299,880 

1 00Z OTHER P£E\SONNEL COSTS S21V33 $383,666 
2001 PROFESSIONAL FES AND SERVICES $10,292 $54.961 
2003 CONSUMABLE SUPUES S42,26S S58.1 I5 
2004 lTl1UTIES SIi1,4W $86,398 
2005 TRAVEL $81 .767 S�,621 
1006 RENT BUlLDlJIlG $123,050 m.6,245 
2007 RENT - ,"-lACHINE AND OTHER. .$20,358 $20.062 
2()09 OmER OPERATING EXPENSE S591,269 $160,355 
5000 CAPITAL EXPENDI1l.JRES $ 15,1 14  so 

TOTAL, OBJECT OF EXl'ENSE $1,68-4, Ul S7,984,304 

Mr:t2Jud .,fFimlD"jog: 
1 General Revenue FUl)d $1.4 1 9.749 S2, 7S6.82 1  

S UBTOTAL, MOF (GENERAL REVENUE FUNDS) S2,4J9,74!l Sl, 756;82.1 

3.A. Page ] of I I  

9/5/2012 LO:) t :5  1 AM 

St;ue\1>ide. GoaJ!Bc.ocl:UIu 5 0 
Service Cafl!� 

Service: 0 1  .I.o�; A2 Age: B.3 

Blld ZD13 BL 2014 BL 2015 

1 .98 % L911 % 1 .98 % 

$6,595.21 5  $6,600,638 S6,600,638 
S2.97.9i5 $308.105 $'178, 1 05 
53&.658 S24,.4n $21 ,OC3 
157,294 $57,294 S57,294 

1 10 1,819 $ 1 0 1 ,819 SJOl.,819 
S J 3 1,42S $\31 ,425 S I OO,ooO 
SU5, I I S  $225, 1 1 8  $225, " 8  
S1.5,304 $25..304 W.304 

$935.027 �96Jm S657,535 

$20,000 $l SO 
$.3,427,845 SlI.J1L;Oll SS,Q66.8U 

S2,747.370 $2,752,847 S2. 752,&47 
52,741,370 $2,752,847 S1., 751,84 7 



3.A. Stntegy RflJocrt 
83td �at Sesorl, Age.nay Subll1is3ion. VernO]) 1 

A.u1ol1Ulted Budget and E�01ldOl System �fTexas (ABES!) 

360 Sutt omce of A dlDuu.t�tiv .. Hurinp 

GOAL: P mvi de for a Fail and Eflkicat A.detinive Hearing$ Pro08$9 

OBJECTIVE: 

STRA.ThGY: 

1 Ensure thaI Ali Hearing, are Conducted in a Fair and lmpartial Man 

Cocdud Hearings ;and Pre� Propo$lSb for Dccilsions lind Final Orden 

CODE DE8CJUl>nON 

Mclhod .,r FlJIj,Otiag: 
6 Stall: Higbway Fwul 

66 Appri1lted Rt 
m Iolenigcncy Contr� 

SUB1"OTAL, MO' (O�YUNDS) 

TOT AI., METHOD OF F'IN.ANCE (INCLUDING RIDERS) 

TOTAL, METHOD OF fINANCE (EXCLUDlNG 1UDERS) 

F� 11MEEQUIVALENT POSITIONS: 

STRATEGY DESCRJPTION AND J\f8TIFlCA nON: 

E:qJ lOU 

S2,ns.50) 
SI3 1,20S 

S2,3S7,6lI3 
s5.l64.389 

S7,�18 

9J.6 

Est 2012 

$2.865,568 
$101.880 

$2,259;035 
$5.,227,481 

S7,9S4.304 

89.9 

3.A. Pa�" 4 of I I  

Stmwide Goall:Il.Chm 

5efvice Caregut1es: 

SlW!icc: 01 lnI:ome: A.2 

9/5J2(l 12 lO� 1 : S 1  AM 

S 0 

AfP:: B.3 

Blld 2013 BL lOl4 BL ZiJlS 

S2,862,65 I 
$149.500 

Sl.668,J24 
55,630,475 

S8.427,S45 

,-r.O 

$2,864, 109 
$1 24.500 

S2,629,5S6 

S5,6.1ll.165 

S8,37 1.0U 

SU7J,OU 

97.0 

S2,864,I I O 

$1 24,500 

$l,325,4 1 9  

55,31"-.029 

58.066.376 

S8,06876 

97.9 



3.-'. Strategy R.�qllrsJ: 9/512012 10:3 1 :.SIAM 

GOAL: 
OBJ ECTIVE: 

STRATEGY: 

CODE 

83Id Regular Sessron. Agency SubmjS$ian. Ver$i� J 
AuUlmatx:d Bu�el and EV1Iluation SyE1em ofTcxas (ABEST) 

360 SUI., Offij:e C)f Adm in;Slnac;.'", llearillgl 

Provide rOT II fair aod EfficieIJt Administrative He1Irin&-� Proccs& 
En� that Ail liearings are Conductr.l 1.0 a Fair and Impartial MI\tJ.!Je 

CGnduct Hcaring.� and Prepare Proposai:s for Decisions IUJd fin;!J Orders 

DESCRIPTION E'p 20l1 Esl 20 12 

SlJIlcwide GoaJIBencbmmc 5 
Service Caleguri .. s: 

Service: \)1 l.n\lOm�: A 2 

Bud 21) 13 BL- 2014 

SO AlI is directed by TCl\. Gov't Code ell. 2003 10 condUc1 1l1l administratve hesringa in con�re.d ca� lIS defined by the AdmloistraJ;ive Plocedore Act. A.Iw, SOAH has 
re3pOD3fbi!iry for IXInliuctfug hearings fOf a number of olller agctJcjl'-s, including l)Qparunem ofl.nstmce (iooluding tbe Division of WQfkm' Compenmwn), Alcoholi� 
Bevtmge Cam.rnision. Public 1Jtilily Cotl$ioo. Cmnmisiao on E.ovironmemal Quality, ComptroUer ofPllbilc AccountS, Departmwt ofTraMportaticD. Department of 
MolW Vebicles. Real Bstate CoflUIliscm. lXparoneut ofLice.rl$iug and Regulation, and Dcp:artrDenl of Family wd PluleClive Services. along-with app� (Jf C4lI1.ain 
appaisa.L review board ordeo (iex. Go,"'1 Code Chl00:1. Suhch. Z) SOMI is :ilio ditcred by tux. Troup. Code Qu. 514, 521, and 724 III WodUCl al adminil'>le 
heerin� to dcterWt �r 8. person's driver's license ShOllld be adnlinistratvcQ; �ded or denie.d bflC<luse !be person had 3l intOxicariOD levrJ above the I�gal lirni.t 
while driving lit because til" pe:rwn reMed to submit to a breath or blO\ld test to determw in�cntiOIJ. The strategy includes tho: d\1cketing aectlOJl' s resP')� ro 

receive �e!Ilcies' reqoc:st:s 10 ioitiate cases before SOAB, receiv," and d�trjbute plilug5, open. mainl and elose all ofSOAlf s case m�s, sc,Iledllle hearing lOOlJ1l). and 
prcpan: daily bearing do� Tub also includ£ "'-�lXlodiilg to public infunnJltiop requests. Doc;ket� is SOAR's direcl lillk with all relemng ag�ie:!. Additional duties 
include clIl'turing much of the <bta SOAR uses 10 caJcul3le performance mf'3SUIes. 

EXTERNAlAAAL FAC.TORS 1{I.{r AC1G STIU TEG\': 

SO.>\H's � workload and thl: rrolatcd budgetary requirc1lants are dir�c1)!, related to ihe cases filed with �OAH by approximately 50 nate agwc� end go�rnmellta.l 
entities witkin SOAH's jurisdi(;tilJn. The hearings Jequiremems may b� afecred Il}' poplllaci.QD. or eronomic growth, changoz in tn" referg agencies' regulatory auUlority, 
increuc.q iruef=i.ng ag.mciel' fllDding Co! enforcement or f1!:g ulatiQo. and !he cf<;"livcnes (l f pubfi.c educai ion or Sw:Jrelless prngmns, for elple. Oll the dangers of 
dming while lnlO):icaled. 

3.A. Page j of I I  

o 

Age: B .3  

BL 2015 



3..A. Sfntegy Request 
83rd RcguitlrScsOD,- Agcoay Subm.i:>1!(oD, VersiQIl I 

Aulornaled Budgel and EvahmtiOTl System of Texas (ABESl) 

.160 State. Oftio:e of Ad UJinU n-mve Botaringr 

GOAL: Provide for Ii F3Jr and EfficilQlt Admhlistrative H� l'rOOl:S 
OBJECl1VE.: 

S1RATEGY: 

2 Provide IIJ1 OpportUnity for AI�mali� DispIlte R.esoll.ltiDlll'.roceedil;lgs 
Conduct Altmle Dispute �BQlutiuD Procedings 

CODE DESCAlPnON 

Oatput M�; 
1 Number of Hours BIled fJ Alternative Oisplm: Resolution 
Cases 

Eftlcie:ucy MKSUru: 
1 Number of eases ltes,olved tbrough Al�e � 
ResolntiOl 
Z Av�e Cost. Pu Al1cnWi'i Di�nte Resob:rt:iOD 
Proce 
3 Ave.rage Nwn� ofD&ys from Da� of Request to 
E).-.:oltion for ADR 

�1.n.loryfJnpllt M� 
KEY 1 Number of A1teroafue �tc: Il.eso!uI!Qll Cases 

kquestE'd or R:ef=ed 
Objl!Cb o{Expewi£.: 

1001 SALARlES AND WAGES 

IOIlZ OTHER PERSONNEL COSTS 
200] PROFESSIONAL FE AND SERVICES 
2003 CONSUMABLE SUPPLIES 
2004 T.1Tl 

£:q, 20l l 

1,919.60 

79.00 

797,47 

0,00 

122.00 

$212,564 

$3.,440 

.s37l1 
$503 
S855 

E!t 20U 

2,186,40 

96.QO 

4:52..94 

0,00 

1 09.00 

SlJ 7.005 
SJO.54Q 
$4.737 

�1i7 
sa4 1  

3.A. P-age 6 of 1 1  

Stalewide Goaf/&ncl!maIk: 
SelYice Ca�ories: 

Service: 0 1  1ncome.: A.2 

Bud 1013 BL 1OJ4 

2,1&6.40 2.186.40 

96.00 96,00 

452.94 452.94 

0,00 0.00 

J 09.00 109.00 

$1 17,005 5217.005 
S3,410 S3,63 0 

S44 J $456 
$1,063 S1.,1}63 

Sl, J 2 1  S I .U1  

915/20 1 2 10:3 UIAM 

5 0 

Age: B3 

BL 2015 

2, 186AO 

96..0 

452.94 

{l.OO 

109.0U 

S2 17.G05 
S3.Q30 

$393 
$ 1,068 

S l, l1 l  



l.A. StTa ttgy J.Uq�t 
83rd Regular .5es$lQn, Agenqo Subtn:is$ioll. Version I 

Automated "Budget and" £�uation System crf T o:.as (ABES1) 

360 Stal" Ocr-In Of AdllJioirtnith-e n�riIgtI 

GOAL: Provide fur a Fair a/Jd Efcient �alive Hearings ProCl$S 
OBJECTIVE: 2 Provide a.n Opportuni for Alternative D� Rewlutioll Procein� 
STRATEGY; Co.oduct AJtmnsriw: Di�pute Rlo lutioll l'ro oeeding.s 

CODE J)ESCIUl'TON 

2005 TRAVEL 
2006 .RENT - BUlOm<i 
2007 RENT - MACHUf..AND OTHER 
2009 O'IHER OPERA TlNG EXPENSE 
.5000 CAPIT N. .EXPENDfTI.fRES 

TOTAL, OBJECT OF EXJ>ENSE 

Mdhl:td ofFiI)1lDCi� 
Genaal Revenue: f\md 

SUBTOTAL, MOF (GENERAL 'Rf;V£NuE. JlTNDS) 

lI&rthod n:lF"lDlmcing: 
777 IPleragClc)' Con.O;JIds 

Sl}'B'TOTAL, MOB (OTIl£&tuNDS) 

Exp 20ll Est 201 2  

SO SI,3SS 
S1 6 S24 

53,083 $.3,074 
S8.231 S8,7 15 

$950 $0 
ruO,OlO 5247, 16) 

$178,696 S 1 79�1l 

5178,696 5119,522 

SS l,324 $67,639 

SSI,324 $61.639 

3A Pag.: 7 of I I  

9/5!2.0 l2 10:3 l:5lAM 

Statewide GO&!JBeochr:natk 5 0 
S ervio: Catl!gOI ies; 

$eM(;e: 01 hl<:o� Al � B.3 

Bud 20J3 BL 2014 BL Ul15 

SO SO SO 
$29 S29 S29 

S3,I07 $3,101 SU07 
S9,838 .�,835 58,335 

SO SO so 
Sl36jJ19 snS,2SJ $2.35,188 

$\79.370 i179,370 S I 79,3'70 

S 1 79.370 SI19,370 S17�,370 

156,649 $55,8"81 S55,8 J8  
556,649 S�81 S55,818 



l-A. St nottgy Request 9/5120t2 1 0:3 l:51AM 

GOAL: 
OBJEC1: 

83)1i Regular Sessiotl, Agerx:y Submission, Version 1 
Automated Budg<:t 3J\d EvaJuatian System of Texas (ABEST) 

3(10 Su re Office Olf Ad mlni.strll tin aeu;"gt 

Pro'Yidc for 11 Fair and Bfficient Administrative Hearings Pro«.s 

Z PIQ'Yidc an Oppo.(1WJ.ity for AJ.em;Uivc Dispute Resolution Proceedings 

Statewide Goal!Ba,.obmark: 

Scm ce Categoriea: 
5 0 

STRATEGY: Conduct Ahenu1ive Di�utc Rt-solution Proceings Service: 01  Lrlcomc; A:2 Age; B3 

CODE DESCRlI'TION 

TOTAL, METHDD Of FlNANCE (iNCLlJDING RiDERS) 

TOTAL, METHOD OF FINANCE (EXCLODlNG IUDERS) 

FULL TIME EQUlV ALENT POSmONS: 

STRATEGY l)ESCBJFflOJl/ Arm nJSTlFlCAnON! 

Exp 201l 

Sl30,020 

2.0 

El$I ZOU 

S24'1.l61 

2.0 

Bud lOll 

S2.16,019 

2.(1 

BL 2014 

S235,251 

S2l5,251 

2.0 

Pmsuantlc Te...;. Glv't Cod<: §2003.\J21 (b)C3). SOAJ-{' � responsibilities include providing and oor<inlll. aJ(I:roati¥e dispute resoluticn (ADR) services in conjllI1clioll 
witb �ested ca3ell ref\!CIed to SOAH lind In 3<:CQrdaoce with the Go"em.tl1'eQt Dispute �uliO!'l Art, Tex  Go,,'. Code Ch. 2009. ADR compriSCi II varicty ofproces 
ranging from format (e.g .. athitIatioa) to infnrmal (e,g_ m�iation), intended to resolve disputes through agrement of the pzrties. The f01TIl of ADR IISled most freqnently 
at SOAH, mediation, i3 a oonfideruiaJ fom of ADR lhat oft'e"" parties an oPI'Qm.aury to =Lvr; their diSputes without ba�� ac administtive hearmg. In mediation, 8Q 

isnpllftial persOll, the l'IledJator (who is a SOAHAU tnUned in mediation), faciHt3l.ei e{[e(:tive co.U1Wlicalion between the panics and helps !hen explore setlement 
opLians. By n:solviog disputes tbl'OUg$l �dmion. the psni� control the outrome and oilen »ave � D:sidenrbJ� effort and expc:nsoe. The strategy also proride:s >td1lCf\l81� 
suppor1 for ADR sen-iCC$. 

EXTER"iAl/lNTERNAL FACroItS IMPACTING STRATEGY: 

SOAH's bearing;s and ADR worklQad and the rela1ed bod� requirements are direc1ly related 10 the cases filed with SOAH. Al3o. [ll)twilhstling the asent 0 f 
qllilied ;mel experienced AIJ� 10 conduct lneCiations, the procegs lIl1y notcalways =11 in a settlement of issues: 

3.A. !'age S of I I  

JlL ZOlS 

S2J5,183 

5235,l88 

2.0 



GOAL: 2 � Adilmiro-atiOD 

OBJECTIVE: Im:I.imd Adtn.iniU01l 

STRATEGY; Indirect Admill.i.stBtiou 

CODE DE,$CJlIPTlON 

Objutl or�JI3(� 
1 00J SALARJES AND WAGES 
1 00.2 OTHER }>ERSON COSTS 
101 PROFeSSIONAL PEES AND SERVICES 
200:3 CONSUMAB1.B SUPPLlES 
2004 lfI1l.Il 
1.05 TRAVEL 
2006 RENT - OtfDlNG 
Z007 REl'IT - MACHINE AND OTIiER 
209 OTHEf!. OPERATING EXPENSE 
5000 CAP(T AL EXPENDIl1JRBS 

TOTAL. OBJECT OF EXlENS'E 

Mdbod or Finaocing: 
I General �Il\le Pu.a.d 

!RrtlTOTAL, MOF (GENERAL &E'\l'ENUE FUNDS) 

MrtlllJl OJF�lIclnt! 
6 Stale High .. y ftU1d 

3A Stn� Req ll�1 
83r.d Regular SC$Sjon. Agency Sulnlss.ion, Version I 

Atrlarnated BLJdgct 1l'ld Evaluation System ofTexM (ABEST) 

360 Shte Ofce of Admiumnti-.'e B« rio,5 

E�p 201 1  f,$t 2012  

:51,0 1204 1 S967,09O 
542,658 $1 0 1.3 

S4,D35 H2,07S 
$8,855 S9,9U 
S8, � S12,3Q5 
Sl,06} $3,606 

$559 S624 
SO $U5 

S71,83<1 S89,836 
SO $35, 1 4 1  

Si,l4'.3'S SlJJ:z.026 

S4Z7,372 5374.150 
S427,872 $374.150 

$358,496 $377, 1 1 2  

3 ..A.  Pi!g¢ 9 o f  I I  

9/5/2012 10:3 l :S l AM  

S1are.,.,d � GoilIBebclm:Jarlc 5 0 
Service C,ltegaries: 

Scn>ic:e: 09 loro:lc: A,1. Ale: 83 

Bud lOU BL 2014 BL 201S 

$969, 141 S969.J4J $969. 141 
S26,965 $28A65 SZ8,465 

$3,974 $4,(l94 S3.593 
$8,4 14 sg,4T4 $8,414 
$9,820 S9,8Z� 1i9.820 

SO $0 SO 
$581 SS87 $5117 

.$1,200 Sl,200 $1,200 
572.394 $46,592 558,292 

SO SO SO 
SI.On,495 Sl,ll68,3U n,07.9,5JZ 

$372.,799 $372,799 S372,799 
S372,799 $372.799 5372.79' 

$377,1 1 2  S377. 1 1 2  S3n, 1 12 



3.A. SlnlUgy �,u�st 51/5120 12 to:31  :5 lA.'\( 

GOAL: 2 lndftct Administration 
OBJECTIVE: Indirect Admini.5tQD 

STRATEGY: Indjre(;t Administraton 

COJ;)E DESCBlpn 

666 Appropriatl:d Receipts 
7n ln�cy Co� 

SU81'Ol'AL. MOl" (OTI FUNDS) 

TOTAL. METBOJ) .01' FINJ\NCE (lNCLUDING RIDDlS) 

roTAL, METH.oD .oF FINANCE (EXCLUDJNG RIDERS) 

Ft.:"'LL '11ME EQUIV AJ.ENT POSlTI.oNS: 

STRATEGY Df.SC:ruJTCON ,\Nl) JTJ'STJFA nON: 

83rd R£gu.l.a Ses.sion, A@ency SubuUssion, Version 1 
Automated Blldgcl!IAd Evaluation S)'stem of Texas (ABEST) 

:)'11 State OlrlCt or Ail�tm Burbles 

£xp 2011 E.�t lOll 

SO SIO 
$363,00 S480,754 
5721.'96 S85'1,876 

51.149,368 SI ,232,026 

L5.6 15.6 

Statewide GoaJencbmaI:k: 

Service �riQ: 

&:tvice: 09 

Btld 2013 

S:SOO 
$342,084 
S7J9.G% 

Sl,091,49S 

1 6.0 

Im:uwc: Al 

BL 2014 

S.500 
S31 7.902 

50S.S14 

Sl,1J68.J13 

S l,,06l,3Jl 

16.0 

5 

1hs strategy pn>Vides the agenr.-y with DC administrve suprt in thr � of acunting. budgetUJg. b�, U!.form>UiQn resour�. bumao (U)1lCI)e.S paywu. 
employee � and 1r4inin&- Also, this � is tespollsibk fOT rep6Iti:ag IIgdlCY infonn, in.o\ui!1!ig !he I�SlTOJtively mand2.t.e HeariDgs Activity hpoJt, periormaqce 
l1leastlIeS 1IDd VIlnolU � reports. Th.cse ale required ud oeces.sa fur efficient and effectiVe a.g.;ncy opentions. 

EXTEIlNAL/INTER FACTORS IMPACTING Snv. TEGY: 

Age(ICy growth md workload increues have II significant and direct Tmpu1 on the �vel of re.�urcos need fI:l pt'ovide tIre$e required services, 

3.A Page \0 oB I 

(J 

Age: S.] 

BL 20 15 

$500 
$329.10 1 

S706,7IJ 

S L.079,5U 

Sl ,079,512 

1 6.0 



SUMY TOTALS: 

 
�O)��cB (fN(1.UDING JlJP�: 
METBODS OF FINANCE (E."xCLUDL�G RIDERS): 

.f tJ)(E I:QUlVALENT POSmONS; 

3.A. Stnlt� REq1lIOSt 
33 rd Regular Sesn, Aget1I: Subm.issiQn, Version I 

AU10malcd Budge! and Evaluation Sysu:m ofTexas (ABESl) 

"J!J,O'l� $9A�� 

D,� 5'-4'3;491 

tl l.l 107.5 

5.A; ha,e tl �n 

9/.5n012 10;3l :SlAM 

58;156,3$ 59,674,576 �,381.s76 
S9,674.576 59,381,576 

",f54iJ5' S9,'7�6 59,38J,576 

us.O I I  5.0 n5-.o 



Agency Code: 
�60 

CU rrent 
Rider 
Number-
1 

3.B. Rider Revisions and Additions Request 

Ageocy � ame: Prepared By: Date! Request Levd: 
State Office of Arlmi[listrativ�  Linda Ounean 08l091 L2  

Page Number in   1'3 
GAA 

VlU - 2  
 Rl�l'  

Pcnormance Measure Targets. The following is a listing of the key performance target levels for the State 
Office of Administrative Hearings. It is the intent Qf the Legislature that appropriations made by this Act be 
utilized in the most efficient and effective maner possible to achieve the intended mission of the Stan: 
Office of Administrative Hearings. In order to achieve the objectives and service standards established by 
this Act, the State Ofce of Administrative Hearings shall make evay effort to attain the fol lowing 
designated key performance target levels associated with each item 9f appropriation. 
A. Goal: ADMINISTRATIVE HEARINGS 201 4  � 20]5 � 

Outcome (ResultJ/Impact): 
PerceQtage of Participants SurVeyed Expressing 

Sstisfa(.'tion with Overall Process 
Percentage of Proposed Decision Related. to Tax 

Hearings Isued by Administrative Law Judges within 60 
Days of Record. Closing 
A. l .l .  Strategy: CONDUCT HEARINGS 
Output (V orume): 
Number of Administrative License Revocation Cases 

92% 92% 

100% 1 00% 

Disposed  �  
Nwnber of eases Disposed 
Number of Administrative Fine Cases Disposed 
Percent of Available Administrative Law Judge Time 

Spent on Case Work 
NumQer of Proposals for Decision Related to Tax Hearings 
Rendered by Administrative Law Judges 

. 

3.8 .  Page I of 5 

 � 
 H9 

1 00% 

 � 

 
�  

1 00% 

R4  



1 
(ront'd) 

I 

 

VID - 2 

vm - l, 3  

vm - 3  

3.8. Rider Revisions and Additions Request 
(Continued) 

Efficiencies; 
Average Number of Days from Close to Record to 
Isuance of Proposal for Decision - Major Hearings 
Average Time to Dispose of a Case (Mec;lian Number 
of Days) 
Average Length of Time (Work Days) T akep to Issue a 
Proposed Decision Related to Tax Hearings Following 
Record Closing 
E�lanatory: 
Number- of Cases Received 
Number of Agencies Served 
A.2.t Strategy : CONDUCT AL T DISPUTE RESOLUTION 
Explana to ry: 
Number of Alternative Dispute Resolution Cases 
Proceeding Requested or Referred 

50.30 � 

75'.00 3&G 

5 .S3 $ 

 � 
47 � 

1 09 ffi 

111i$ rider has been  to ref/eCl the   this   

49:8-5030 

� 75.00 

 � 

 
� 47 

� 109 

ReDegotiatioD of Lump Sum Contract. Appropriations made above to Strategy A. I . I ,  C<lnduct Hearings. 
include $ 1 ,000.000 in fiscal year �20 1 4  and $l,000,000 in fiscal year � 201 5 in Interagency 
Contracts to fund the Natural Resources Division for the purpose of conducting bearings for the Texas 
Commission 00 Environ.tentai Quality (TCEQ). The State Office of AdmiIDstrative Hearings (SOAH) and 
TCEQ may not enter into a oontract for an atnOlmt Jes tb.ao the specified amounts herein above. rfSOAH 
determines, at. the end of each flSCai year, that the amount paid under the contract exceeds the funding 
necessary for the Nat.ura.I Resources Division, it shall refund the difference. If SOAl-I detennlnes that these 
amounts are insufcient to fund tbe N!lturaJ Resources Division, it may enter into negotiations with the 
TCEQ in order to renegotiate an interagency contract in a ruaD.er which wHi provide it with adal 
funds, provided that SOAR shall not be appropriated any sUite funds from silch renegotiated interagency 
contract until it gives prior written notice to the Legislative Budget Board and the Governor) 3.C{:ompanied 
by written pennissioo of the rCEQ. 
This rider has been       
Beuefit CoUection. Agencies that enter ioto contracts with the State Office of Administrative Hearings 
(SOAB). for the purpose of peIforming the hearings function, and make payments to SOAR from funding 
sources other than General Revenue, must reimburse SOAH for employee benefit costs for salaries and 
wages. TIlese reimbursements to SOAH will theo be paid to the General Revenue. Fund in proportion to the 
source of funds fivm which the   or  is  
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3.B. Rider Revisions and Additions Request 
(Continued) 

Contingency Appropriation fo[' Es:paaded Jurisdiction. Contingent all the enactment of legislation by 
the    transferng the beatings functions of other state agencies to the 
State Office of Administrative Rearings (SOAH), or otherwise expanding tbejurisdiction of the office, 
SOAR may expend funds transferred to the office from those agencies Of funds appropriated for the purpose 
of handling thl:! expaled jurisdiction, pursuant to provisions elsewhere in this Acl Appropriations 
authorized pursuant to this provision may be expended only to implement the transfered functions or 
expanded jurisdlction. AU funds collected by SOAR as payment fOI, or reimbursement of, the office's costs 
of providing services to other state agencies or governmental entities, or others as directed by the 
L�gislatu.re, are appropriated to SOAH for its use durin.g the biennium. 
This rider has h�en  to  the  sesion  this   
Hearings Activity Report. By May l :>t and November I st of eap,b fiscal year, th� State Office of 
Administrative Hearings (SOAH) shall submit to the Legislative Budget Board and tbe GovernoI a report 
detailing hearings activity conducted dW'ing the prior two fiscal year quarters. The report shall indica:re in a 
format prescribed by the Legislative Budget Board, for each agency served, the person hours al located to the 
agency's cases and the <X)st, both direct and indirect, of conducting the hearings. The report sbal also 
indicate ill a format Proicribed by the Legislative Budget Board. for each agency served, the number of 
cases received. tbe number Qftran.scripts requested by Administrative Law Judges, the number of cases 
disposed of, the n lUlber of administrative fine cases disposed of and the median nmnber of days between 
the dates a case is received by SOAH and the date the case is fwally disposed o( and any other infonarion 

uested  the   Board  the   
CODtingency for Additional Self-direc1ed Semi-indepeodeat Ageuq' Pilot Projects. Contingent upon 
additional agencies added as a self-directed semi-iodependeDt (SDSn agency pilot project by the Legislature 
during the   2014-1 5 bwnnium. any agency aded as a SOS! pilot project that is listed in Rider 7 
shal be removed from the exemption granted in Rider 7 below. 
This rider ha,s been  to  the )1e'a7'S  this· 
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 Vl - 3, 4 

3.D. Rider Revisions and Additions Request 
(Continued) 

BiDing Rate for Workload 
R. Unless otherwise provided, amounts appropriated above and elsewhere in thIS Act for funding for the 
paymetlt of costs aSSOctated with adm inistrative hearings conducted by the State Office of 
Administrative Hearings (SOAlI) are based on an hourly rate of $ 1  00 per hour for eacb hour of work 
perfurmed during eacb fiscal year as reflected by the SOAH's Legislative Appropriation Request and 
Hearings Activity Report to the   �jhird Legislature. 

b, Notwithstanding other provisions in this act, amounts for the payment of costs associated with 
administrative hearings conducted by SOAR for the Comptroller of Public Accounts shall be 
established through an interagency contract between the two agencies . The con1.ract shaU provide 
funding for hearings on tax issues conducted by Master Administrative Law Judge lIs in a separate tax 
�ivlsion within SOAH that have expertise in state tax and shall specify the salaries of the judges within 
the division . 

c. Amounts appropriated above in Strategy A 1 . 1 ., Conduct Hearings, to SOAB from the General 
Revenue Fund include funding in each year of the biennium for billable casework hours petfonned by 
SOAH for conducting administrative hearings at the rate determined by SOAH and approved by the 
Legislature for those agencies that do not have appropriations for paying SOAR costs for administrative 
bearings and are not subject to subsection (a) of this Section: 

   Cem     G9IBpa&i aBEl TelCaS-
   

il � Board of Chiropractic Examiners 
W � Texas State Board of Dental Examiners 
il (41 Funeral Services COlion 
(1) � Board of Professional Gtloscientists 
il ('t- Board ofProf'esonal Land Surveying 
@ Rt Tel(ltS Medical Board 
CD tst- Te.'CaS Board "fNursing 
00 � Optometry Board 
(2) f-W) 8oard ()fPharacy 
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 Vl - 4  
(co JJt' d) 

3.B. Rider Revisions and Additions Request 
(Continued) 

(1Q) (+B Executive Council of Physical TMrap'y and Ocupational Therapy Examiners 
il � Board of Plumbing Examiners 
(1) AA Board of podiatric Medical Examiners 
(.1l) � Board ofExami;o.ers. afl'sychologim 

 � 80wi of Veterinary MedicaJ Examinen: 
(1) � Secretary of Stare 
U§) � Securities Board 
(Jl) (+3j Public Utility CoJlion of Texas 
(il) � Teacher Retirement System 
W � Fire fighters' Pension Cormnissiouer 
(1Q) � Employees Retirement Sy� 
(W � Depar1Inent of Housing and Community Atli 
(W � Texas Lattcry Commision 
(1) P41 Department of Public Safety (Non-Administrative License ReYoca:tion Hearings) 
(M) � CoJlon on Law Enforcement Ofcer Standards and Education 
<W � Comion on Fire Protection 
@ EFA Department of Insurance (not including the Division ofWork.m' Compensation) 
an � Alcoholic Beverage ComsiOl 
@) f.a91 Racing Comission 
@ � Department of Agriculture 
QQ.l M Department ofT ransportation 
(1!J � ffigher Education Coordinating Board 
(J1) � Parks and Wildlife Department 
m) � Departent ofLiceosiog and Regulation 

This rider has been updatw to reflect the legislative session for this appropriation reque.!l and agency 
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.sA llj:,toriully Ulld�rutilitr.d B lliD.� SUPP(]rt.Utg Scl!edlll� 
83Id Regular $cssion, Agell(,:y Submision, Version 1 

Automated Budget and £valuation System ofTe>=! (ABEST) 

DaIC: 9/5120U 
Time: I O:J1:5L\M 

Agency Code: l611 Agency: State Offil:< of Admini$tratJv� lUuin)!;l 

COMPARISON TO STATEWIDE H1JB PROCUREMENT GOALS 

A. Filed Ynr 2(110 - lOll RUB E�pendillln: InraJ'lQlIlioll 
To 1:1 I 

St;dnvll1e P f'1)tU retn till HUB  FY 20J O  E.ditvres   FY ::ZO l l  
BUB Goab c.ategory % GOII -}. Actw l  Difr A�(lld S FY 20tO % Goal % Attll.ll Ditl ActWlI S 

1 1.9"A. �\� Co�ctioo 1 1 .9 %  0.0% - 1 1 .9% SO SO 1 1 .9 %  O,QO� -1 1..9% SO 
26. 1 %  Bl\;ld� Conslnu;tiun 26.1 % 0.00/0 -26. 1% SO $0 26. 1  % 0.0% -26. 1% $Q 
57.2% Spt:cial Trade CoretnJction 51.2 0/. 0.0% -57.2% SO SO 57.2 % 0.0% -57.2"10 SO 
20J)% Profesional Services 20.0 % 0.0% -2.0.00.40 SO S3,920 20.0 % 0.0% -20.0% SQ 
33.0% 00ter- Services 3].0 % 76.4% 43.4% $.'2.3 1,3 10 S302,664 33 .0 %  75. 1% 42. 1 %  SI7 L,423 
1 2.6% Cummoditics 1 2.,6 %  78.3% 65.7",1" $&8.9 1 8  S 1 I 3,508 12.6 %  13.0% 60.4% S I02,326 

TobJ E"pc.nd it\l� 71.i..z"/o S320,2 $41M?2. 69.1 °/. $273,749 

B. AJle$m�nt 91 rl'l(.31 Y�lI 2010  • lUl l  Efforts to l\1c£t BUB ProClnlllent Gjnb 
A «.inltl tilt: 

SOAH aftaiDed o! exce two IIfthree, flf fi6%. of'ne 1Il'plit:abu; stat.cwide lilJB pro� goals, in FY 10 10 . 10 FY 20 1 1, the lI.genCY amim:d two of fOlJ1, O.T 
50%, aftbe applicable statewide ffUB procw-ement goals. However, it far exceeded the statewide goals in the two categories in which it had the mOll! nc.:d lmd thus 
t,lje highest expenditures. AsS<!!'mlWI of Fiscal Year 2010 · 20i l  Efforts to Meet HUB Procurement Goals 76.1% 3lId 69. I%. 

A pplle. bility: 
The "HeIfVy Coustruction" and " Building CQnstruction" c;ltegories ''Ie('! nOl llPplicable to agency opet"lrioDs in either IT 2010 or FY 201 1 as SOAl-{ did no1 bll"'" any 
�trategies or programs related to oonstructinD. 

Factnr1 AfT«llDg Attaill1ltJtt: 
The factol'S that afected "ttainment are a \a.;k of HUB vendors for �in pun:bases unique to SOA}{. 

" G..,Qd-F3i[b" Efforts; 

SOAlfs procmement practic.s reflect a good faith effurt to achieve the goal of 1'l:laximizing opportunilic� fur HUB busilless in thl: SIAIe plOCIn"l:IDenl ptt)�, The 
ageDCY ha3 3 strong history IJfHUB UZlIge Il1ld fllUow,; strict ptJrCh.asing guidelines 31ld procedl.Ues. lI Cl1r.ItiDues t<J explore opportunities to identify HUB \'e.odo{s. 
HUB eppliC1ltioDs are included with and made 3 paIl ofaD wvitBliCIDs for bids. WAH refers to tle Tex.as PrQcun:mcnt and Support Servit:eS bidden:' and HUB lists 
rt}T purchases end sellds DOtificatlOD of hid opportunitie with SOAI{ as they arise. Subject to budgetary C<.Iostraims, SOAR's purcl1aser attends HUB forums when and 
where pf3c(lC3ble. au!! SOAH participatcs in HUB .. -orkgTlups. SOAH bas est:abli�ed a Mentor/Protege Program aod has reachcd- out to pol<:nliaJ �entors and 
proleg6 about par1icipllting ill it SOAB will [:Outi,nue its eftiJrts to wcrnase HUB �gl:  
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6.B. Current Biennium One-time Expenditu re Schedule. - Strategy Allocation 201 2-13 Biennium 

Agency Code: Agency Name! Prepared By: Date 
360 state Ofce of Administrative H�arlngs  Linda Duncan 8/9/1 2 

PROJECT ITEM: Conference room rental 
ALLOCATION TO. STRATEGY: 1 - 1-1 

Estimated Budgeted Requested Req u.ested 

Code Strategy A.llocation 201 2 21)1 3  2014 2(11 5  

Objects of Expense� 

2006 Rent - BuildIng 1 ,641 

Total, Objects of Expense $1 ,641 $0  $0 

Method of Financing: 

0777 Interagency Contracts $1 .641 

Total, Method of Financing $1 ,641    
Description of Item fQf 2012-1 3 
To rent a conference room that would accommodate the anticipated number of attendees for a TCEQ hearing . 
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6.B. Current Biennium One-time Expenditure ScrnKiule " strategy Allocation 201 2-1 3 Bienniu m 

Agency Code: Agency Name: Prepared By: Date 
360 State Office of Administrative Hearings linda Duncan 8/�/12 

PROJECT ITEM: Installation of DuressIPanic Buttons in various SOAH locations (security enhancements) 

Al.1.OCATIO .. TO STRATEGY: 1 -1 -1 

Code Striltagy Allocation 

Objects of Expense: 

2009 Other Operating Expense 

Total, Objects of bpense 

Method of Flnancing: 

0001 General Revenue 

om Interagency Contracts 

0006 State Highway Fund 

Tot.l, Method of Financing 

DescriptIon of Item for 2012-13 

Estimated Budgeted Requeste<l 
�12 2013 201 4 

17,873 

$'1 7.873  

$6-. 1 30 

$5,050 

$6,693 

$17.8.73  

Requested 
2015 

 

 

To install durespanic buttoJis and security systems in SOAH's locations (Austin hearing roms. Corpus. Dallas, EI Paso, Ft Worth. Waco) . 
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6.B� Current Biennium One�time Expenditure Schedule - Strategy Allocation 201 2·1 3 Biennium 

Agency Code: Agency Name: rrepared By: Date 
360 state Office of Administrative Hearings Unqa Duncan 81911 2 

PROJECT ITEM :  Enhancements to CIS 

ALLOCATION TO STRATEGY: 1-1 -1 and 1-2·1 

Esitlmated Budgeted Requested Requested 

Code Strategy AJlocatJon 201 2 2013 2014 2015 

Objects of Expense; 

2001 F'rofessional Fees & Services 1 6,510 

Total: Objed$ of Expense. $16,51 0 $0  

Method of Flnanclng� 

0001 General Rev4mue $8,637 

0777 Interagency Cotracts $7,873 

Total, Method 01 Financing $1 6,51 0 $0  
Description cf ttem for 2012�13 
For enhancementS to SOAH's electronic filing system: to email parties a confirmation regarding the upload (successful or unsucessful) of their 
document; to include item titJe when exporting files; to create a report that captur� date a nd 'time from receipt of flling to creation (assignment of 
docket number) and data and time from creation (assignment of docket number) to publication in SOAH's electronic fiUng system, prdvide ability to 
search fur active (open) q1S8s or inactiVe (closed) cases or search all cases. 
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6.B. Current Biennium One-time Expenditure Sched ule � Strategy Allocation 201 2-1 3 Biennium 

Agency Code: Agency Name: Prepared By: Date 

3PO State Office of Administrative Hearings Unda Duncan 819/1 2  
PROJECT ITEM: Purchase of Prohibition of Weapon I='ossession posters 

ALLOCATION TO STRATEGY: 1-1 -1 and 1 -2-1 

Estimated Budgeted Requested Requested 

Code Strategy Allocation 201 2 2013 2014 �1 5  

Objects of Expense: 

2009 other Operating Expenses 450 

Total, Objects of Expense $450 $0   
Method of Financlng� 

0001 General Reven ue $163 

077 Interagency Contracts $1 36 

0006 state Highway Fund $ 1 5 1  

Total, Method of Flnandog  $0   
Description of Item for 2012-13 
To purchase posters to display in SOAH locations prohibiting weapons in hearing rooms. 
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6.B. Current Biennium One-time Expenditure Schedule � Strategy Allocation 201 2-1 3 Biennium 

Agency Code: Agency Name: Prepared ey� Date 

3�O sta� Ofce of Administrabve Hearings Unda Duncan 8/9/1 2 
PROJECT ITEM: U P91c!de of Microsoft :?oftware Licenses to Windows 7 

ALLOCATION TO STRATEGY: 1 -1-1 

Estimated Budgeted Requested Requested 

Code Strategy Al location 201 2 201 3  201 4  201 5  

Objects of Expense: 

2009 other Operating Expense 9,906 

Total, Objects of Expense $9,906 $0   

MethJ)d qf Financing: 

0001 General Rewnue $5.44 
077 Interagency Contracts $4,462 

TotalJ Method of Flnancing $9.906 $0   
Description of Item for 2012-13 
To purchase 32 licenses upgrading to Microsoft'Office 201 0 Home & Business and 23 to MIcrosoft Windows 7. 
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6.B. Curran.t Biennium One-time Expenditure Schedule - Strategy Allocation 201 2-1 3 Biennium 

 Code: Agency Name: Prepared By: o ate 

360 State Ofce of Ad.ministratJve Hearing� Linda Duncan 8/9/12 
PROJECT ITEM: Replacement of Executive CopIer 

ALlOCATION TO STRATEGY: 2-1 ·1 

Estimated Budgeted Requested Requested 

Code Slnlt9gy Allocation  2013 2014  

Objects of Expense: 

5000 Capital Expenctitures 1 3,569 

Total. Objects of Expense $1 3,569  $0 $0 

Method of Financing: 

0001 General Revenue $7,630 

07n Interagency C�mtracts $5,939 

Totaf, �ethod of Financing $1 3,569 $0   

Description of Item for 2012-1 3 
To replace aging copier used by SOAH's executive staff. 
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6.B. Current Bienn ium One-time Expenditure Schedule - Strategy Allocation 2012-1 3 Bien nium 

Agency Code: Agency Name: Prepared By: Date 

360 State Office of Administrativ Hearings Linda Duncan 8/9/12 

PROJECT ITEM : Replacement of Hearing Room Fumiture 

ALLOCATION TO STRATEGY: 1 �1 · 1  

Estimated Budgeted Requested Requested 

Code Strategy AllOcatIon 2012 2013 2014 201 5  

Objects of Expense: 

2009 Other Operating Expense 34,905 

Total, Objects of Expense $34,905 $0   

Method of Financing: 

0001 General Revenue $1 1 ,702 

0777 Interagency Contracts $9.590 

0006 state Highway Fund $13,613 

Total, Method of FlnanCfng $34,905  $0  

Description of Item for 2012�13 
To replace aging hearing room fumlture (e.g. , tables and chairs used by parties to the hearing and chairs fot persons attending hearings). 
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6.B. CUrr&nt Biennium One-time Expenditure Sched ule - Strategy Allocation 201 2-13 Biennium 

Agency Code: Agency Name: Prepared By: Date 

360 State Office of Administrativ� Hearings linda Duncan 8/9/1 2 
PROJECT ITEM: Evaluation of Time {Hearing} System needs 

ALLOCATION TO STRATEGY: 1-1-1  

Estimated BlJdgeled Requested Requested 

Code Strategy Allocation 2012 2013 2014 2016 

Objects of Expense: 

200 1 Professional Fees & Services 1 5,000 

Total. Objects of Expense  $1 5,000   

Method bf Financing! 

0001 General Revenue $7,61 0 

OTT7 Interagency Contracts $7.390 

 
Total. Method of Anancing  $15.000 $0  

Description of Item for 2012-13 
To assist SOAH with assesing needs for a time system to be used to record case-related time. 
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6.£ E3(illllC� ReftQlle CoU�d.lo!lS SQpponing Sclledulc 
&.lTd �lll Session, Agency Submission, Ven,-iQn I 

Aulomated  and EvaluaboD  Dr Te.xa.< (ABflst) 
�y CQde: 3tiO AgeQCY name: Sbl� Office of AdmiDistntlvc HurlDgs 

FUNDJACC0 '(jl"' 

.! GtlHnl lUnnlK FUDd 
Beging Ba.1aD� (Unencumbered): 
Estimated Revenue: 

D£J)UCrONS: 
Expt:ndedlBudpdlRequcsted 
TtIlIlsk:r-Employe Benefit! 

Lapsed ApPJopriations 
HB 4, 82nd Lq � See I (a) GR 
Rider - Art .  LX, Se� 18. IS, Dm 

Ac1 ZO I l  

$4,686,646 

(3,942.389) 
( 1)07-193) 

205,53 1 
252,.S05 

() 

f� 2012 

S4.S73. 1 4S  

(3,305,957) 
(1)62,655) 

0 
0 

(4536) 

 Bud 2014 Est 2(115 

�2.1 94 S4.567,67 J $4,567,67 1 

(3,299.53.9) (3,.305,0 16) (3.,305.016) 
(1,261,.6SS) ( 1..261.955) (1 ,262,655) 

0 (I 0 
0 0 0 
0 0 0 

Total, DedQc:t�      

E�lIg P-"JJdJA.-.:uulJt llsbece 

REVENUE ASl1MI'nO�S: 

CONn. IT PERSON; 

Linda DutlC3!l 

so 

6£. Page 1 of4 
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6c.E. Estimated RO!'Ve.nu� Col1KtlolU Supportin, S�bedule 
IIJrd Regular Ses Agency Subrnisjqn, Venian 1 

Au10aaled  and Eva1uatioll  of1:cxas  
Agency CQde: 360 Agency oame� State Offi,:t or AdmIid1tntivc Bea riQgs 

FUNDJACCOUNT 

.! SUou BIg"_' .{?uad 
Begin B a1antle (UneoC1,Ul1ben:d): 
Estim aled R.cVCle.: 

DEDVcnONS: 
E.�cledlBu�ue:led 
T� - F.ruplQyte Bcn.efit:i 
Lapsed Appt�<ll1S 
R.ider� Art Ie, Sec 1 8.15�DlR 

At1 2Qll Exp zou. 

S3,891 .470 $3.904.046 

(3.345.529) (3.239,763) 
(65 1 ,707) (66 1,366) 

1 05,766 0 

0 (2,91 7) 

Exp 20lJ Bud 2014 EsiZOlS 

$3,.%O�O5 S3,9{)2.5&7 S3,902,588 

(3.29,539) (3,24 1,221) (3.24I.2Z2) 
(661)66) (661,366) (66J,366) 

� 0 0 

0 0 0 

ToblL DHladi(J1IlI      

Eoding FOD.dJAc:wuDl Balance so so so SQ so 

REVENUE. ASUMPTIONS: 
Contino.:. to provide cu:{J"eQ( level of �e wcense � be. 

CONTACT.PERSON : 
Linda DuDcan 
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6.E- Estim" h:tj R�,"lloe Cofluttoll� Supporting S�bedule 
83rd Regulu Session. Atency Submis3iol\., VI!niOD 1 

 and EvaloaIiOD  ofTc.'<3S (,wESn 
AgcIcy Code: 360 �cucy IUI Sbt� Qfc;1! 01 A�lrttive RUNgS 

FONDJACCOIJNT 

ti66 Apprupriated "Rl!t:l!:ipU 
BegiDing BaJ� (Uneo.cut1l�); 
EstiDJM:d R,eveoDe: 

37 19  Fees/Copies or Filin:g of R.ecnnh 
3302 ReimbllWml�Thin1 hrty 

Subtotal; A.ta� RoveatJ£ 

ToUt AvaihlbJe 

DEDUCTIONS; 
£xpmde�dgetedlR.cqUC!� 
Estimated Revenue Ilot'collected 

Ad2011 Exp lOll 

SI1 SO 

1 3 1,20:5 102,880 
10 

1 3 1 .205 1 02,&90 

SU1,105 S101.90 

(150,000) ( 1 50,000) 

1 8,795 47, 1 1 0  

E"l:p 2013 Bod 2014 Kst ZOL5 

SO SQ SO 

149,500 1204,500 124,500 
SOO SOO :500 

150,000 U5.00 )25,000 

SJ50,OOO SUS,OUO SU5,OOO 

(1.50,000) ( 1 25,000) (l25,OOO) 
0 0 0 

Tob!, Dedadi()D$  1J .2    Sl   

End.(Qg F'ondlAceoullt BalliMe so so so so so 

REVENUE ASSUMPTION& 

No $igoifi� c� i:n Il'lIlscript requcstl is enti� 

CONTACI l'ERSON: 
Linda. Duncan 
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6.E. E.!Itim.t� Rrll!.llW! CoU,.dipDJ SupportUlg Stbedule 
83 rd Regu!ar Seson, Agency S<J.bmisiulL VersiCXJ 1 

Automated  and Evaluation  of Texas  
Agax:y CI1<Ie: 360 Agency MOle: Sbtt Offie.: of AdmilJistt:atiYl!. BClIrUlp 

FlJNDJACCOWl 

.IJl IntUll1:l!ncy Contraw 
Begin Balance (UDenl:umbe:(ed): 
�imated �ue: 

D.6DUcnOIS-S� 
bpe!ldedIBudge(edlRequrnecl 
Ridet 5. ExpIed Jurisdition 
L,apsed Collected B�dget 
RidJ:ra OIR Etefn 
Rider - Art IX Sec 18,1 5 OlR 
ruder 7-A Bilg Rm tOr Workloild 

Act 2011 

S2,n2,007 

(3,669,449) 
(S�) 

902,437 
365 

0 
0 

Exp 2.012 

S2.807.418 

(3.545, 137) 
0 

750,741 
0 

(1z.982) 
0 

Exp 2013 Bod 2014 Est 2015 

S3, 1)67 .\J5 7 S3,OO3,338 S2. 7 10,338 

(354S.1g'/) (3,003,338) (2,710.,338) 
0 0 0 

&35,930 0 0 
0 0 0 
0 0 0 

(357,SOO) 0 0 

'tOb1, DHLlctiom   I    

!;ndlog FuodlAcoUlIl )bUDte so $9 so so 

REVENUE ASSUMPTIONS: 
SOAfl relied on respoases from �e!icills regarding the 3U10Ul ofWOl"k they IIilticipate referg and hi�torioU data for the basis of-tbe estim31e for the FYs2014-15. As 
discus in tbe AdDuwstras Stotero.nt, som i.:s coordinating l'Iith the Texas Department oHos= D ivisian of Workers' Compematloa (DWC) regardin& l�y wI)(\( 
refer and still to be re� wbich coul1:l be Il potential increase of� "OUl (i,e., lAC) in FYs2013 � 2014. Beyond these em=, which are 1!I 1ernporary pbeoQmaJQ1J. 
SOAH does cot :anticipate WlY signifiC8.Ilt change in its imeragency t'eVenne. 

CONTACl' l'ERSON: 
Lin.d4 DWlClI 
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6 . .l Pert,nt BicllnJal Btif: R�Ud:iDD OptiolU 
10 % REDUcnO!'l 

83 rd �gulM Sesicn, Agency Subrnisi'ioll, Version 1 
AUll)matcd B'M'SC! :Id Evaluation System ofTexas (ABESn 

Dile: 915120 12 
rune: 1 1.:20:59AM 

AgetJCJj code: 360 Agency nBlTlc: State Office of AdlI1iJ1 istntiv� 8e1I,iog.'l 

REVENUE LQSS REDUCTION AMOtlNT 

lle1l f'riariry Bad Nllmtl Method of  i014 2015 Bietll1i:ai Total 2014 2015 Bieuai.al ToW 

1 Admlnistntiy� Anu�lIt JI 
Ca�ory: Programs Service ReilocUoJlS (FTEs-Hiring Fre) 

lum CDlJUl'ltD t: This reduetioll vnlu1d elimi:te O� Admlnistntiw Assistant p<lsitiou. SOAR IIlItiaipBtr: this reduction wil be realiz�d thrQugh .!.Itritioll 
(yeti=ntlnt). It would indirectly <mpru:.t SOAWs �UC atu! pcrtOJmaoQ; mc-asun:s be:ca.use A.4iministrllDve Asts put A1Js' orders and pro� for decision 
In tina] rOI1l( and send them to partics ( .. ·helbp-by regular lIlail, fax, or elecaoruo mezns). rrtanago c:!SC fUes, I'CSJl(lnd to rouliIw inqumo:s from partill:S llIld co�1. 
uplOOlO AU-uSlcd docu\IlDI;S to the electroulc filing system $0 that Docketing can tb� irukx � publi$h them, CQ()rdlD8� travel 10 o�f�lOW)J hearings for.AlJs 
lind prt"pare travel icimbur"liemc:nt \l()'Ucbers, 1lIld in apropriaU ciTcum$nces, lI$'3i$t AU!> witt; benillg prepan.Cioll5, 4., compile rriaJ cOlcbooK:s. A r�dut:tlnn ill 
ALl support wil reflect in a corresponding reduction in AU efficiency ratld tfmelitles. 

Simegy: r -J-I Conduct Hearings and Prepare Proposah; fbr Decisioll3 aodFinal Orde� 

   
I General Revenue FUnd 

�uu-al �pe Fmub Total 
belli rollIl 

fiE Rtdadioll� (Froll FY 2014 and 1Y 2015 'B� BtqUe$!) 
2 Aduriubtntiw Auiabllt #12 

so 
SO 
so 

CAtegory: Programs · $erviJ;e Reductions (FTE.$-Hiring Fneze) 

so 
so 
SO 

$(I 
SO 
SO 

S3&,&SS S38.&58 S77,7 16 
SlUSS S3,858 $77,716 
S38,8S8 S3&,858 S77,716 

1.0 1 .0 

Hem COYnme.Jrt: This reductioo would d.!mina� QTlC Admini->tI:ative Asistant position. SOAH anljcip8t� this reduction will be realize,d through anritiQl 
(retirement). It W1>uld indirectly impact SOAH\� tevtlllc and performance measures because AdmiDistrltive Assistants put ALh' orders and proposals for decision 
in fLl format and 5elId :r.bu:l to parties (wbether by regular mait, fux, or e\ectnic meal). ma.o.age � files, rC:!"pOnd to routine inquiries &oro vartie$ and roll 
uploo ALJ�is do�n1s \0 /he electronic fI.Iing system so that Docketing C3IJ then iDdex and publish melD, «iordinale trlvel to out�f�tO' bl!2rings fOT ALJs 
and prepare 1Ta1lcl reimbursement vouchers, aod il apprOQriBI<: circumstances. �istAUs with bearit1g preparations, e.g., compile trial ncwbooks. A �!:dudion io 
AU !loppon will reflect in B oon-esp<mdJo,g redu�ott in AU efficiency :and timelines  

Strategy: 1 � J 1 CQnduCl Heariu� and Prq.are Proposals fur Decisions aJl!i Floal Ord� 
Gengal  Funds 

61. Page I of <1 
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6� Percent Di�ai:u Baae   ctWlJ OpriOOJl 
to % REDUCTION 

S3 rd Regular $esoll, I\ge'ncy Submison, VeT$ion I 
Automated Budget lind Evaloorlon S�em QfTex:as (ABEln) 

Dan:: 9/512012 
Tim� 1 1�:S9AM 

.Aga!cy-CQde: )6() AgClcy name: 5ble Otlict o-f Adtnill.istrative Hearing,; 

REVENUE LOSS RED UCTION AMOUNT 

leem  And  Method.of  2014 2015 BkDllb1 Total 201.4 2t)JS Bi�1lI1iaI TOIJII 

1 � �ye'luc Fnnd SO SO SO S31.200 S37,200 

G CIlUII Rev�u" FIiDM Total SO SO SO S37,2oo $37,200 

Uew TGlaJ SO SO SO $31,.l01) $31,20 

FTE ReductioN (Frwn FY 2014  and FY lOI! 8.uc Requesl) LO 
J AU 11 

OItegory! Programs - Service: Reducti0n3 (FTE.s-Hiring Fre) 
ltewu COIlJlcnl: This reduction would e1iroi� one Adminlstrative Law Jgdge po.,o;ition. SOAR Il\lticiplls this reduction will be re'id tluoagb attion 
(retirtmtut). h ',liIJuJd impa.ct SOAlI's revenue: and perfOtmatKle 1le:4Surcs. SOAli receives gcnOO1l rc\'ctlue fur 1M PUJ:pOSe of ()()lduttiDg administ bearings 
(see GAA. SOAB IIppl'(lprialicn. Itider7c). IItlJe gt:� ri!W(ilUe apropriBtion is cut, it is a dired loss to SOAR of both re'YelllJe and hearing capaci\y. The hoW's 
ofgencral reveoue-fwuio:l w�rk. Iha1 would hllve � peOormt:d by me AU wil not be performed As indicaled by SOARs Outpul PetforuJ8Ilce tpeas� "% of 

A'vwable ALJ Time Spent" for fY 2012, �OAHJ ALls om: at virtually 1000/4 �-apaciCY: 97.93% 8:1 of tbe eild of the Ihi.rd qua-rteI ofFY 201 �. fewer AIJ,s to bandle 
the work. projecred for 2014-20 1 5  wiU re:sull in a delay IU bearing and cl<>�ing cases. This budget reduction coupled with me anticipated worklGad would have even 
greaWr neguivc efect on SOAH's ability 10 pfO� the � in a riroely and efficicnl �r. 

Stra1egy: 1.-1-1 Conduct Hearings and PrcplUlS l'ropo361.s for Dc:cisiollS and fiJal Orders 

  Fund� 
I Gcllera\ RI!VClIUC Fuud 

GeDeral A." .. nu� FlUIds Total 

I'ttm Talal 

FTE .RedudiolU (Fro.m fY 1014 •• d FY lOI5 Bo.,e Requ�t) 
4 AU #l 

so 
$0 
SO 

Otkgory: Programs - Service Reductioll:! (FTEs-Hiring frea!) 

$0 
SO 
so 

so 
SO 
so 

S91,0 1 5  

Sn,015 

591,015 

1 .0 

6.t. Page 2 of 4 

59 1 ,01 3 

$91.0J5 

S91,015 

l.O 

SI S2,03O 

S182,030 

SJ32,.Q30 

TARGET 



6.1. "etoCco' Blell.ll Base RedlldiOJl OptiOIl!i 
10 % REDlJcno� 

&3td RegolllrS�n. .Ag-enc)· Submisoll, Version I 
Automated Budge1 aDd EYallJ:81ion Syst.,m ofTexs (A13EST) 

Dan:: 915120U 
Tunc I I  :20;59AM 

Agency c�: J6(, Ageu.;y sr.ole: Slate Ofike of Admm if Intive Benil1g$ 

REVENliE LOSS REDUCTION AMOt."NT 

Item  ud N::tmtl   2014 lOtS Bie.aoul Tow  lOlS ltitD� Total 

It!:m Cam:rnenl; This reductiotl would eliminate one Admini.stIVtl Law fudge position. SOAR 3lti.cipateS this reduction will "" �ziliz.od tbsougb atition 

(retirement). 11 WQuld imp�1 SOAB's reVe/lllC and perfct:mlCA: m..asures. SOAl-l receives general revenue far the purpose of CQJlducring administvc hearings 
(se GAA, SOAR apO'pIiatiOIl., Rider 7c). If the ge:neral t:eVemle appropriation is cut. it i$ 1I direct lo:s Ii) SOA1-l ofbod) reVelUl! and hearing capacity. The hours 

of g01C"-.t.I cevmue..fur,de<! ",uri; that would have be per\i>tm=d by the AU will nOI � performed. As indicated by SOARs OD.tput PerfoIDl8l1ce lllca= "% of 
AVlliiable AU T= SP<:Dt" fur FY 20l2, SOAJTs AUs ase at vil:tually l OO"fi, capacity: 97.93% as of the end of the third quarter of FY 2012. fewer ALfs to handle 
the \Yl)rk ptajet1c.i! for 2014-201 5 will result in 4. delay in bWJting and closing C3SCS. This budget redu�10o roupl�d with the anticipated workload would h�ve even 
greatel negative ��I on SOAR's ability to t>[ooes !he �� in II. timely and efficienl rrumner_ 

Stnltlgy: 1 - 1 -1 Cond4C1 NeariDgs and Pl'epaTc PropQS8J� (01" D�ci»ion:s and FiQaI Orders 

 Re'Jeoue  
I CieJlel"!ll R«v�u: Fund 

General Rn�DLlc FluIds ToW 
I� Tot:al 

FTE Red1K1.oQt (J'rom FY 2U14 and FY 2015 �e R�ut:ft) 
S ALJ #J 

$0 

SO 

SO 

c.teg<lry: Programs · Service Reductions (FTEs·Hirilg Free) 

SO 
SO 

SO 

$0 $91 ,0 15  sn,o ls  S182,030 
SO S-?I,OIS S91,01.5 SJt2,oJO 

SO S91,Ol� 191,015 SUU.OJO 

1.0 LO 

L�D1 COJlent: Thi3 redu.ction wwld elitDinatt:; one Admltra.tive Law Judge: pOlIitiWl. SOAH 9Dticipatl: !his n:ductioD wiU be (ea\iz«\ tbrougb aton 
(retirement), It would inlpac1 SOAli's revenue and perfurmance mearuFe:S. SOAH recd'its general rev<:J\ue far Ihe parpose af condllctU1g adminisYmtM: hearings 
(see GAA, SOAH appropriation. ruder 7c). if the general re"enue appropriation \s oot, it 1$ :1\  direct 1� to SOAB of both revenue 8.!ld hellring ca�city. Th<! boUIli 
of general rev.-.ourt'uJ1ded W1JTk: fuat would hllve bl'lm peri"-oruJcd by the ALI will not be performed. As indiC81Cd by SOAM's Outplll PerfilITlcc measure "% of 
t\vai\abJe A1J Time Spellf� for IT 20i2, SOMl's AlJs ne at \-irtuaUy 100% (3jlacity: 97.93% as oft.be eod of the tltir<! quaru:r ofFY 20 12. fe\vcr AUs to handle 
the work proj�cted for 20 J 4-10 I 5 wil result in .. delay in bearing and clQsing �" This budget =1uc1i(ln coupled with !be mticipaled workload would bavlO CYI:Il 
greater negative el{CC! (10 SOAH' s ability to process the � in a timety :md emcicot Dl!ler  

Strategy; \-1-1 CondlJet H.e1lJing:; and Prepare Proposals for Decisions :u.d Fil)oJ Orders 
  Fund.,; 

1 Gencr<il RCYCtlUe FlUId w so $0 S9J ,O l S  $9 1,015 S I V,030 

6 .1. Page 3 of 4 
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6.L Per«nl Bietlaial � IlecIUdioQ Optloas 
10 % REDUCTION 

83rd R.eguhn Seson, Agrncy Submison, Vc:rsion 1 

Aulo� Bndgel ud Evahlatio S)'S1!:lD of Tens (ABEST) 

Ageq code.: 360 Aget:lC)l nam� Sbt.e Oftle of AdDlinirtrattve HeaT� 

JlEVENI.E LOS REDUcnON AMOUNT 

ItuD  a.ad ,.t/   1015 Bleanbll Tliial 2014 10J5 Biena1al  

Gemcral Reveal&.\! FOUlds Total 10 SO 
ltua Total SO SO 

TIl!; lU4acthl (Froll FY Z014 alld n 101'5 Base hqunt) 

AGENCY TOTALS 
GtDCral1le�.ut Total 
A�t1Icy G .. d TnlaJ SO SO 
Dif&tt1la, OptiDD. TataJ Less Target 
Agczc:y FTE Reductioll From FY 1OJ.4 ud FY 2015 Base Requal) 

SO 591,615 
� 591,015 

1.0 

S"lll,90l 

SI) 531 1903 

(,0 

6j, Page: 4 of 4 

S�1,015 
S91,015 

1.0 

SJ49,JOJ 

5349,103 

�O 

Stn.03O 
5182,030 

$61,00 

S6"�I.OO6 

S3 

Dale: 9/512012 
rune: I l:.20:S9AM 

TARGET 

$661,063 





A3ency wde: J6U 

�tI1lC�1P' 

I.A. Indirut AdAlillatrame Jllld Support C4st! 
S3rd Re.gulaT SesriQIL Agetl SlWmi3SloD,. Version I 

Auromated Budget and 6 .. atu8Iion System ofTC-'W (ABEST) 

Agency I13JDC: SUite Offi� of Adminbtramc Ha ria" 

E.,-p 2{lJ I Es1 2012 Bud 20lJ 

1 1 1 Coadud B� &lid l'upan PropO!ab (Of D�'�ns aad Flual Orocn 

OBJECTS Of EXPENSE: 

1001 5ALAlUES AND WAGES 

100 2 OTHER PERSO�""NEL COSTS 

ZOl PROFESSJONAL FEES AND SBRVICES 

2003 CONSUMABLE SUPPLIES 

2004 UTIl.fI1ES 

200S 1RAVCL 

2006 RENT - BUILDING 

2001 -RENT - MACHD'f AN D OTHER 

2009 01'RER OPERATING E:<PENSE 

SOOO CAPITAL EXPENDInJRES 

T Gtll, Obj«b 01 upenJc 

METBG-D OF fINANCING: 

J General Reveoue FUDd 
6 Stall: HighW3Y Fund 

666 Appropriated �ipts 
717 lnter.lgeucy Con!:l'\l.C 

TOb\' Metbod dl'in-lIt.111g 

FUL TiME EQUIVALENT POSlTIOro.ll 

$991.800 

4L80� 

3..954 

8.678 

8.163 

1 .040 

548 

Q 

70..393 

0 
Sl.U�.381 

4 1 9..3 1 5  

35&.496 
0 

348.570 
SlJ. 26.3lJl 

1 5.3 

S 947.749 $ 949.758 

99,203 26.426 

] 1.836 3.895 

9.788 8.146 

12.059 9.624 

3..534 D 

612 575 

J 23 1,! 16 

SS.OJ9 ?Q.946 

34.431 0 

Sl.l 7.38 I\' Sl-07Q.64(i 

366.667 3653-44 
377.1 1 2  371. 1 I l  

10 490 
463..597 327.700 

5U07.J�6 SU70.646 

15.3 15.1 

7.A. p� 1 00 

DATE: 9/S/2012 
TIME :  10:31 � 

BL 2014 BL 2015 

S 949.75.8 S 949.758 

27.8% 27.896 

4.0 1 2  3.52 1 

&1.46 �.21J6 

9.624 9.624 

0 0 

S7S 575 

1 . 176 U76 

45.66tJ 51.1l6 

0 0 

SUI46.947 3l.0S7.9ll 

365.343 36!U4J 
377. 1 1 2  311-112 

490 490 
304,002    

51.046.9-47 S 1,(15'7.9n 

13.7 15.7 



'A lndlnd AdllbUstn� lIad Sup)m"t C� 
83td Regular Seson, AgeIJ¢Y SlIburisao. Ver!ion I 

Automsted. Budget atJd E valuatiol) System ofTl()!;U (AaESD 

DATE: !l/�(2012 
T1ME :  l0:31:5lAM 

Apey code: 360 Agency �: Stab Offi� o( Administntive Be!lrillp 

Slrgt� Exp 20U E5t 2012 BQd 20U BL 2014 

1-1-1 CODducl lJ""rToJ.p �d r� f'roponb rl)1 DuiswlD .Iad .F'iW Orne" 

Mdhod or ADoc:ltiOIl 

M SOAH bt l!  IaboJ-lntenSi ve Q8enC.Y, incfue,; lld administrali ve suppod co$tS (i. e.. e.xec;utive a.dm ini.stw.n, fiscal � il:es, i.nfona�n �DIlrt» tebologie3, buman 
ttS01lI' md suPJlO(l setvi�s) mol � bs on thf Dumber of f"tEs .usociated with =h atral�. for this reason, 93% oftlw administve 00$tj 3l;tl alIncaIed to< 
Hearinglt _d 2% � 8Jlocmd fo Alte'tnle D� P.esolatiOTl (APR). APR do<:s not, bo�e:r. periQnn wodt 00 .A�i.strati L.cet. Jl.evoeatia.l (ALR). For this 
loom, DC portiOIl ofF!Id 006 (ALR fUnding) imJ bc.m a.Iloca1ed 1.0 ADR 

7A Page 2 of 5 

BL 2015 



1.A. lndlr'f!C( AEitnfl)uusitu and SUppDrt CO$Q 
83rd Rr:guJar Sesion. Ageocy Stlbmbs:i<ln. V=ion I 

Automa1cd Bu4get and Evaluation Syst. of T � (ABEST) 

�eAr:y code; 361) Agenc.y name; Snk Office of AdlDiJUm:ti, .. Bdrillp 

StTatcgy � 20U Est lOll Blld 20 13 

1-2,.) U)lIdad' AUIlnalltift DUp�c, Rcsolilrion l'rouedlap 

OBJECTS Oi EJQ>ENSE: 

1001 SALAruES ANP WAGE5 SlO.241 
1002 OTIJER PERSONNEL COSTS 853 
2001 PROFESSlONAL FE AND $ERVlq;5 8 J  
200] CONS'UM.ABL SUPPLJES In 
2004 UTILITIES. 166 
2(J05 TRAVEL 21 
206 RENT - BUILDING I I  
2007 RENT - MACHINE- AND OTHER 0 

2009 OTHER. OPERA lING EXPENSE L437 
5000 CAPITAL BXPENDITtJRES 0 

Tuta� Obj�d� or E�eD$l' 512.931 

MEl'HOD OF FINANCJ.NG; 

G"(Icral Revenue Fund 8557 
666 Apated �ipts 0 
m Interag�cy Contracts 14.430. 

Tot .. !, Method of FituodlJg sn.917 

'FULL TlM£ EQUlVALENTPOSITIONS 0.3 

$ 19..341 

2,024 

242 

200 

246 

12 

12 

3 

1.797 

703 

SlU4(l 

7.483 
0 

1 7. 1 57 

S24.640 

03 

7.A. �agc 3 of 5 

S 1 9.31G 

539 

79 

\68 

196 

0 

12 

24 

1 .448 

0 

52l.849 

7.455 
) 0  

l..$.384 

Sll,349 

0.3 

DA're: 91S120U 
TIME :  [O:J l :5 1AM  

BL 2J)14 BL 10lS 

S 1 9�183 S 19.3&3 

569 569 

82 72 

16S 1 68 

1 96 1 96 

0 0 

1 2  U 

24 24 

932 1 .166 

0 0 

S21.3.66 m,590 

7,456 7.456 
1 0  10 

1HOO 1 4. 124 

Sl I.366 S21� 

O.l 1).3 



Agency code: 360 

GRAND TOTALS 

Ob}edlJ ofExpeM2 
1 001 SALAR.JES AND WAGES 
100Z OTHER PERSOl'.'NBl COSTS 
lOO l PROfESIONAL FE AND SERVICES 
2003 CONSUMABLE SUP'PUES 
2004 UTILITIES 
2g() TRAVEL 
2006 RENl - BUILDING 
2007 RENT - MACHINE AND 01HER 
2009 OTHER OPERA 11NG EXPENSE 
5000 eMIT AL JOENDITURES 

Tobl, Objub ofExpt.DU 
Metbad or F"nr2lcihg 

Gc:nCl'ld Rwenue Fltnd 

6 State Higl Fund 

66 �propri�d Rco:eipts 

1.A. lndi�ct AdrnlDu·1.r1am. t.nd SlqIport COlt! 
&3rrl �1Il Sesion. Agent:)' Subml$Siol1, V =to:! 1 

AutO'l1ll!led Badget and Evaluation SystcnJ  of T� (ABES1) 

Agl'OCY nam�: Stili Office of Admildttntivl! HQriop 

Exp 2�Jl .E.�I WU Bud 2013 

$L,Ol2,l)41 S967.Q9C �,1 4 1  

$42,658 S 1 01.232 $l6,%S 

$4,035 Sll,'018 S3,.974 

$8,855 �9,988' S8.414 

SS,J29 $J1.305 S9,SW 

n,06J $3,606 $0 

Sj'j9 S624 55157 

SO S116 SUOO 

$71,830 $89,836 f72,394 

SO S35. 141 $(I 

SI ,149,361 �l ,232,(126 Sl,on,49s 

$427,872 $3 74, 1 50 S372,799 

$35 8,496 S3n,1 I2 S371,1 I 2  

SO S10 $500 

7.A. Page 4 of 5  

DATE: 91512012 
TIME :  lO:31 �S,l.AM 

BL 2014 BL 20IS 

S969-, 1 4 1  �6?, 141 
$1t.,46's $28,465 

$4,09-4 SJ,593 
S8,4 14 $11;1 14 
$9,820 $9.820 

:so iO 
$587 $187 

SI,200 SJ,200 
$46.592 $58,292 

:so SO 

51,068.13 $1 ,019,512 

53n.799 $372,799 

$377, I J 2  Sm, 1 l 2  

SSOO SSOO 



AplJ;y �  �jJ 

m �� CdJrtdl; 

Total" M� otrUl.llciJlJ: 

FIlU-:TioI�l'�-(FI1t) 

7� lod� A:d� alld Suprt Cod, 
I3ld�lI � �'� Ve:nlQU 1 

Automated B'�,ud EvalbatiWSyst nfT� (ABES1) 

Aim>:J rilIme: SD� Omc .. -of AbJlnistn�� 

ExplOll Est 2011 Bud"20U 

S363,ooO $430,754 $342,084 

SJ,149,368 51,232,026 SI,092.;195 

15.6 15.6 l6.0 

7A Page 5 of 5 

OATh 'J/5f20U 
'nME : l0:31:51AM 

BL 2014 BL 20t! 

$317,902 S329, J O I  

$1,06&,313 51,0790512 

16.0 16. 



Ag�cy oodJ: 34iD 

Str.l1egy 

7.8, J)tr«C Ad.Jiriratln 2nd Support Coso 
83rd Regular SUiiort, Agency Subrnisio1'l, Versi(lo I 

Atnommd Budgel and Evalua.tion System ofTens (AJ;3EST) 

Agen-.y 118Ol"; Stau Offj<.l! nlAd.miMtntivr Hearing;f 

Exp 201 1 Est 20 1 2  

l-H Conduct B.carilp :lind Prepare .Pnlp1»:li1s r" .. DtdllollS lIod FilJ:d Orden 

OBJECTS OF EXPENSE: 

1 00 1  S ALARIES  AND WAGES $[,4 14, 1 59 $1.:395,423 
1 002  O1R pERSONNEL COSTS 48,3 L6 g4,932 
200 1 PROFtSONAL FE AND SER VTCES 4.495 1 2. 174 
1<)03 CONS�LE SUP'pUE$ 9y��2 12,812 
1()()4 UllLlTIES 1 9,364 1 9,137 
20C)5 TRAVEL 1 7,372 20,959 

2006 RENT - BUlLDING 49,406 50, 1 1 3  
2007 RENT - MACHINE AND alliER 4,509 4,444 
2009 OTHER OPERA.llNG EXPENSE lOIl,46S 16&,4} 9 
SOOI) CAPITAL 13XPEN01TURES 3,348 0 

Tout, Objnu of E�� Sl,611),796 51. 76.3,523 

�fETUOD OF F"lNANCING: 

1 General. R.evemle Fund 535.276 6 1 8.933 
6 State Hjghway Fund 613.973 636)668 

n7 ln1eragency Contnct:s 521.,547 .5 12,871 
Tot:oJ., Metllod ofFiGal(ing Sl\670,7�6 Sl,768.,5lJ 

FULL-llMJi:-EQUIV ALENT fOSITIONS (ITE): 3U J9.0 

DESCRIPTION 

Bud 20 13 

Sl ,460.,34{l 
66,004 

8,563 
1 2,69 1 
22,553 

29,1 1 1  
49,1164 

5,605 
207, 1 0& 

4-,430 
$1,3",769 

61 6,034 
653,369 
597,366 

Sl,866,169 

39.0 

DA Tf,: 915120.12 
TIME :  lO:31:S1AM 

BL Z1l14 .BL 10l;S 

$1,466,2153 S L,466�63 
118,245 61,600 
5,4-20 4,665 

11,69 1 12,691 
12,553 22,553 
29. 1 1 1  22, 1 50 
49,864 49,864 

5,60:5 5,605 
198,691 1 45,686 

0 0 

S USMJ s 1,791,.077 

6J 6.956 630,437 
043538 642,816  
592.49 5 11,824 

Sl,8S1,4 S1.1 n.077 

39.0 J�.O 

The adminlstralve and s!!pJlGrt CQS{S in this strategy are related to sdministratiVt: as1s 3l1d paralegals ""ho work only fur th� Admi.wstrBti ve Law Jll.dgt;3 011 �-Il'laIed tasks. 

7.6. page 1 crf2 



�ncy code: 360 
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1001 SALARIES AND WAGES 
t002 OTHER PERSONNEL COSTS 
20Q l PROFESSIONAL FES AL'ID SERVICES 
2003 OONS�LE SUPP� 
2004 UTn.1TIBS 
2005 TRAVEL 
2006 RENT - .BUILDING 
2007 RENT - MACHINE AND ontER 
2009 OTImR OPERATING EXPENSE 
5000 CAPITAL EXPBNDmJRES 

Tota� Objects of Espt.Dac 
Mdl of F'illaocing 

Geuend Rc�� fUld 
6 SI:a:te Hi,gbway FuDd 

m lnic'lIgeucy Con.tm:l 
Tobl, Method oCFltUIJlcibg 

FIIU-TI.QlIe-Equ;¥lII�1 PDI!IitiOD (FTE) 

1.8- Oired Ad miqistntive .. d Support (011:$ 
83rd Regular Sesioo. Agency SIlbm,is:sion, Yer3iOl J 

AlltOmaled Budget end Evaluatiml Sys1.em ofTeJC3 (A,BESl) 

Agency oame: Sc.Ce om�e of AdmiW!JtntiYe B.earlng.1 

Exp ZOll Est Z0 1 2  

$1.4 1 4, 1 59 $1,395,423 
548.3 16 S84,981 

$4,495 S12,174 
$9.,362 Sl2,872 

519.364 $19,137 

S I 7,312 S2O,959 

$49,406 S50, 1 1 3  
$4.509 S4,44 

SlOO,� $168,.19  
S3,34R SO 

SI ,6'10, 79� 5 1,768,523 

S535�76 $6IS.933 
S613,973 S636.668 
$521.547  S512.872 

51,670,96 S L, 768,523 

JS.J 19.U 
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Bud 20 13 

$ 1,460,840 
$66,004 
$8,563 

S I2,691 
$22,553 
$19, 1 1 1 

$49,864 
$:5,60S 

$207,103 
$4,430 

,51,466,16� 

561 6,034 
S6SJ,369 
S-597.366 

S I ,866,76� 

39.0 

DATE: 915/2012 
TIME :  lO:J I :S2AM 

BL 201. BL 2015 

Sl ,466,2�3 Sl.460.26� 
S6a,2.45 �1,600 

SS,420 S4,65 
1\2,691 SI7.,691 
S2.2.553 $2.2.553 
$29,1 1 1  $22, 1 50 

S49,364 $49.864 
S5.60S 15.605 

$ 198,69 1 1145,636 
SO $0 

Sl�8.,44J SI,7'J l,077 

S6 1 6,,956 $630,437 
S648.538 S642,8 16  
SS92.949 55 1 7,824 

5U58,443 Sl,791,077 

39.0 39.0 
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State Office of Ad~strativeHearings 

Cathleen Parsley 
Chief Administrative Law Judge 

October 1,2010 

The Honorable Rick Perry, Governor 
Governor's Office 
of Budget, Planning and Policy 
State Insurance Bullding, 4th Floor 
1100 San Jacinto, Room 4.300 
Austin, Texas 78701 

The Honorable Susan Combs 
Office of the Comptroller 
LBI State Office Building 
Financial Reporting Section 
Room 901 
III East I71h Street 
Austin, Te~as 78774 

Legislative Reference Library 
Capitol Building, Room 2N.3 
1100 Congress Avenue 
Austin, Texas 78701 

Ladies and Gentlemen: 

Mr. John O'Brien. Director 
Legislative Budget Board 
Robert E. Johnson Building, Stli Floor 
1501 N. Congress 
Austin, Texas 78701 

Mr. J obo Keel, CPA 
State Auditor's Office 
Robert E. Johnson Building 
Suite 4.224 
1501 North Congress Avenue 
Austin. Texas 78701 

Texas State Library 
Texas State Publications 
Depository Program, Room 307 
1201 Brazos Street 
Austin, Texas 78701 

Enclosed please frod the Annual FinanciaJ Report of the State Office of Administrative Hearings for the year 
ended August 31,2010, submitted in compliance with Texas Government Code § 2101.011 and in accordance with the 
requirements established by the Comptroller of Public Accounts. 

We understand that because of significant changes related to the Governmental ACC<lunting Standards Board 
Statement No. 34, Basic Financial Statements - md Management's Discussion and Analysis - for State and Local 
Governments, the Comptroller of Public AccoWlts does not require this report to be in compliance with all the 
requirements in this statement Because this financial report will be considered for audit by the State Auditor as part of 
the audit of the State of Texas Comprehensive Annual Financial Report, no opinion has been expressed on the fInancial 
statements and related infonnation contained in the attached report. 

If you have any questions, please contact L· Operating Officer, at 463-8575. 
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300 West 15th Street Suite 502 Austin, Texas 78701/ P.O. Box 13025 Austin, Texas 78711-3025 
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r .-STATE OFFICE OF ADMINISTRATIVE HEARINGS (360) • _d' • 
UNAUDITED 

E1hiblt I - COlllbiued BQlaucc Sbe.etlStllkDIent of Net "-Is - Govu.JD(lIt111l Funds 

Augrul 31, 1010 

Govemme.tal Pond Types 

S~ial Rev~nuc 

Genra) Funds F.Dds Govern men tlll Callit.1 Lonj!-Tel'1ll Staltllleni 

(Fuad 0001) (Fund OO<W») Funds Anels Llobilitks Otber of 
UIPOOOl UfPOOO6 Tabl Adjusfmcu ts Adi""lruen~ ~U3fmUIlI NtlAs.Htli 

ASSETS 
Cunent A~sels: 

LegislAtive Approprial1ons S885,639.55 S885.639.55 $8l!5.639.55 

Receiva hies from: 

Aecoun~ Recei""ble 203,759.08 203.159.08 203,759.08 

Due Prom Other Agencies (Note 12) 254.188.89 254,188.89 254, 188.89 

Consumable Invuntones 169,662.02 169,662.02 169,662.02 

Total Curn:nt As!cts __ 1,259,060.65 254,188.89 1,513,249.54 0.00 0.00 0.00 I.S 13,249.54 

Non-Current Assets: 
Capital Assets (NOle 2): 

DepreciAble: 
Furniture and &juipmcnl 5239,689.96 239,68996 

~s AccumulAted Depreciation ~192, 193.49) (J92, 19J 49) 
Tot!! Non-Current A=ls 0.00 0.00 0,00 47,496.47 000 0 .00 47.496.47 

Total Assets SI.2S9,060.65 5254,188.89 $1,51.3,249.54 S41,496.47 SO.OO SO.OO SI,560,746 .01 

LIABJLITIJ£S AND FUND BALANCES 

Liabilities 
Curren! Liflbilities: 

Payablcs from: 
ACC<l""cs S 120,29J.67 $37,009.74 $157,30).41 $157,303.41 
Payroll 616,45U4 217,179.15 833.630.69 83),6JO.69 

Employees' Compens.ble!.<:>lve (Note 5) s.t83,257,20 4'83,257.20 
Total Cumnt Liabiliucs 736,745.21 254,188.89 990,934. 10 1).00 483,257.20 0.01) __ 1.474,191 .30 

Non-Current Liubilitics 
EmploY'="s' Compens.ble Leave (Note 5) 34~O86.41 342.086.41 

Tolal Non-CuncmLiAbilitics 0.00 0.00 0.00 0 .00 ~086.41 0.00 342.086.4\ 

Total Liabilities 736.745 .21 254,188.89 990,934.10 0.00 825,343.61 1).00 1,816,277. 71 

The accompanying r.otes to rile llnanClal slataments are an integra' pan 111 this stalement 2 



• • • • • • • • STATE OFFICE OF ADMINISTRATIVE HEARINGS (360) 

Exhibit I - COlnbi.ed Ba 1_0« Sbett/StUement.r Net Atsm - Gevcnu .. llttl Flinds 
A_glUt 31, :zen 

Govel'll/Dmtal Pund Types 

Special Revellae 
~n~ral Fa,"" Puntb 

(Fund 00(1) (FWI<I 00(6) 

UIFOOOI UIFOOO6 
FIIad Fiaeadal Sialement 

Fund Balances (Deficits): 
Reserved fof 

Encumbtallces S22.023,05 
Inventories 169,662.02 

Undesignaled 330,6.30.31 
Total Fund BaJ&n0e5 522,315.44 0.00 

Total Liabilities and Fund Balances $ 1,159,060.65 S2SU88.89 

Government-Wide SWemenl of Net AAsets 
Net A3sets 

Invested in Capital ~ nct of Related Debt 
Reslricted For 

Debt Retirement 
iotal Net Assets 

The ~ nOIieS to tt.. tIoallOial_." a,.. an i'ltegn,l p,.-t of Ihi •• tallement 

• • '. _ ••• ___ -_c __ 

UNAUDITED 

GoveT1'UJleDU J Cip,,,,1 Lon2-Te.-1lI S"'t.men! 
Fonds A~ Li,bllitia Otlter of 
Total Adjustmenu Adj 04tm en ts ~.sbnentl NetAueu 

522,023 .05 $22,023 .05 

169,662.02 169,662.02 
:nO.6:l0.}7 330,630.37 

522,315.44 522.315.44 

Sl,S 13.149.54 $2,)38.,593. IS 

S47,496.47 S47,496.47 

!S82S,343.6l) !82S,343.6 Q 
S47.4%,41 {S82 5,34 J,61 ) SO.OO ($255,531.70) 

3 



•••• 11 II - II II -- .. _---
STATE OFFICE OF ADMINISTRATIVE HEARINGS (360) 

UM-'UOITEO 

Exlalbl1 n -Co.bined Stllemeat of Revenues, Expe.dilures .ad CIIan~es ill Fund Bo.lu~eslStalcmeat of ActiYities-

Gov~nlmeolta' Fonds 
For th~ Fiscal Y~r Ended A_gild 31,2010 

Special Revenue 
GatT_' Foads Fu~d. C.pll'll LoBi-Term 

(Fund 0001) (Fvad 00(6) Governmental ASRtI Li.I biJities Oth~r Sl'lleJ1len1of 
UIFOOOI UIFOOO6 Fu.dJ Total A.dj...nnetJb Adjut .. e.ts AdJ u,nn en III Adivitiel 

REVENUES 
Legislative Appropriations 

Original Appropriations (OR) 53,.306,5J9.00 $),306,539.00 53,306.539.00 
Additional Appropriations (OR) 1.210,.328.85 1,210,32U5 1,210,328.85 

License, Fees '" PennilS (PR) Wi,386.88 146,386.88 146.386.88 
Sales ofG<lods aJId SetVices (PR) • 2,673,967.12 2,673,961.12 2,673,961,12 
Other(GR) 40,02 40.02 40,02 

Total Revenues 7,337,2.6 U1 7,331,261.81 7,337,261.87 

EXPENDITURES 
So.Iaries and Wag<:S $5,435,!14 12 52,611,649 . .16 S8,05.1,523.48 $.48,406.47 58,101,929.95 
Payroll Relmd Costs 1,288,816.56 621,850.38 1.910,121.44 1,910,727.14 
Professional Fees ud Senrices 96,670.32 1,154.68 103.825,00 103,82.5.00 
'[Tavel 47,514.42 53,723.45 101,237.87 101,237.87 
Ma1eri a Is and Suppl its 214,957.83 23,020.95 237,918.78 237,978.78 
Communicatioa and Utilitios 88,906.44 61,598.79 150,505.23 150,50523 
Repairs IJId Maintenance 53,829 36 18,134.69 71,964.05 71,964 05 
~$andUases 69,453.64 179,921.1 J 249,374.77 249,374.77 
Printing and Reproduction 5,669,08 5.502.11 r 1, 171.19 11,111.79 
Other Expendi lIlIes 144,301.95 248,188,62 392,49057 392,490.57 
Capital Outlay 26,402.32 26.402.82 (6.609.00) 19,793.82 
Depreciation ExpeR$e 28,145.55 23,145.55 

ToW ExpenditureslEx.penses 7.472.456.54 3,836.745.26 11 ,30~.2!)1.80 21,536,55 48.406.47 0.00 11.l19,144.!2 

Bx.cc.;s (Deficiency) ofRevel1ues over 
6xpcndirures @,194.67) (M36,74S .26) (3,971,939.93) (21.536.55) (48,406.47) 0.00 (4,041.882.95) 

~ Includes $102.532 Revenue from the Office of AltIlrney General for Hearing Scrvi~$ in Title lV-O cases, 

4 
The acocwnpany;ng noIes to the fil\51d81 staI!JI1"OlI1b are an ilIegral pert ol tIU sta\emert 
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STATE OFFICE OF ADMINISTRATIVE HEARINGS (360) 

UNAUDITED 

E2hlbft IT - Combined SbIte.ftlt orR_nes, E:o;puditura a.d Changes in F .. d BalsnceslStatement of AMities-
Govenlmental Fuuda 
For 1M Filell Year Ended Auplt31, 2010 

Special Revenue 
Gfte ... 1 Fund. Fund5 Clip/tal Lo_g-Term 

(Fund 00(1) (Fund (006) ~vefDmentlll Alietl LIB billtie! Ofber Stsllelllftlt 01 
UiFOOOI UiFOOO6 Fa~Total Ad J Ilitm en ts Adjustments Adjostmea1:!l Activities 

OTHER FINANCING SOURCES (USES) 
Legislative TramfM In 3,836,145.26 3,836,745.26 3.836,745.26 

Total Oilier Financing SOlU1;es (Uses) 0.00 3,836.745.26 3,836,745.26 0.00 0,00 0.00 3,836,745.26 

Net Clwlge in Fund &IancalNet Asseu 1135,194.67) 0.00 (1"35,194.67) (205,137.69) 

Fuod Fiundal Sbte.Jetlt - Fund BaladCIl3 

Fund &1 __ - Beginning 706,325.37 0.00 706,325.37 700,325,37 
Appropriations Lapsed (04$,815.262 ~48,815.26} ~4S.815.26) 
Fund Bal9J1OO1, AugIM 31, 2010 ~22.315.44 SO.OO $5~315.44 S451.372.42 

Govenmeill-Wide State .. e.t ofN'et JUlIet!! 

Net AsseWNet CbIlJlgf: in Net A.5;ets 522,315.44 (21,536 .55) ~406.41) 0.00 452.372.42 

Net Assc1s, Beginning 69,033.02 (716,937.14) (101,904, J 2) 

Net Asset!! as of August 31, 2010 5522.315.44 $47,~96.47 ($82~,343.61) $0.00 ($255,531.70) 

5 
TIle aoca",pertying nOle!i 10 t/1e fi1e0Cial atatemefltS are an inlegl"3f pert of this ataternenl. 



-----------STATE OFFICE OF ADMINISTRATIVE HEARINGS (360) 
UNAUDITED 

Exhibit VI - Combined Statement of Ftduciary Net Assets -Fiduciary Funds 
August 31, 2010 

ASSETS 
Current Assets: 

Cash in State Treasury 
Total Assets 

LIABILITIES 
Current Liabilities: 

Funds Held for Others 
Total Liabilities 

Agency 
Funds 

(Exhibit J -\) 

$ 30,650.00 
$ 30,650.00 

$ 30,650.00 
$ 30,650.00 

1M accornpanying notes 10 the finarldaJ statements are an integral part of this statement. 6 

Totals 

$ 30,650.00 
$ 30,650.00 

$ 30,650.00 
$ 30,650.00 

- - - -
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STATE OFFICE OF ADMINISTRATIVE HEARINGS (360) 
UNAUDITED 

Notes to the Financial Statements 

NOTE 1: Summary of Significant Accountiog Policies 

Entity 
The State Office of Administrative Hearings (SOAR) is an agency of the State of Texas and its 
financial records comply with state statutes and regulations. This includes compliance with the Texas 
Comptroller of Public Accounts' Reporting Requirements for State Agencies. 

SOAR was created by the Texas Legislature in 1991 to provide a neutral, independent forum for the 
resolution of disputes, primarily between state agencies or other governmental entities and 
individuals or entities regulated by them. SOAR is headed by the Chief Administrative Law Judge, 
who is appointed by the Governor for a two-year term with the advice and consent of the Senate. 
SOAH's mission is to hold impartial hearings and issue timely, well-reasoned decisions in a qWlsi
judicial setting; and to provide mediation services as requested. SOAR's key functions, powers, and 
duties are defined in the Texas Government Code Chapter 2003 (SOAR's enabling statute) and 
Section 2001.058 (Administrative Procedure and Practice Act/Hearings Conducted by SOAR). 

SOAR has no potential component units. Therefore, there will be no disclosure of component units. 

Due to the significant changes related to Governmental Accounting Standards Board Statement No. 
34, Basic Financial Statements· and Management's Discussion and Analysis - for State and Local 
Governments, the Comptroller of Public Accounts does not require the accompanying annual 
financial report to comply with all the requirements in this statement. The financial report will be 
considered for audit by the State Auditor as part of the audit of the State of Texas Comprehensive 
Annual Financial Report; therefore, an opinion has not been expressed on the financial statements 
and related information contained in this report. 

Fund Structure 
The accompanying financial statements are presented on the basis of funds, each of which is 
considered a separate accounting entity. 

Governmental Fund TyPes & Government-wide Adjustmeot Fond Types 

General Revenue Fund - The General Revenue Fund is the principal operating fund used 
to account for most of the state's general activities. It accounts for aU financial resources 
except those accounted for in other funds. The General Fund includes General Revenue 
fund appropriations, interagency contracts, and appropriated receipts deposited to the 
General Revenue Fund (0001). 

Special Revenue Fund - Special Revenue funds are used to account for the proceeds of 
specific revenue sources (other than for private-purpose trust or for major capital projects) 
that are legally restricted to use for specified purposes. SOAR's Special Revenue Fund 

7 
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STATE OFFICE OF ADMINISTRATIVE HEARINGS (360) 
UNAUDITED 

includes funds from State Highway Fund 0006 to conduct hearings for the Department of 
Public Safety Administrative License Suspension program. 

Fiduciary Fund Types 
Fiduciary funds account for assets heJd by the state in a trustee capacity or as an agent for 
individuals, private organizations, other governmental units, andior other funds. 

Aeency Funds - Agency funds are used to account for assets the government holds on 
behalf of others in a purely custodial capacity. Agency funds involve only the receipt, 
temporary investment, and remittance of fiduciary resources to individuals, private 
organizations, or other govenunents. The Suspense Fund (0900), Unappropriated Activity 
- General Fund (0901), and Direct Deposit - 401K Fund (0942) comprise SOAR's agency 
funds. 

Basis of Accounting 
The basis of accounting detennines when revenues and expenditures or expenses are recognized in 
the accounts reported in the fmancial statements. The accounting and financial reporting treatment 
applied to a fund is determined by its measurement focus. 

Governmental fund types that build the fund fmandal statements are accounted for using the 
modified accrual basis of accounting. Under the modified accrual basis, revenues are recognized in 
the period in which they become both measurable and available to finance operations of the fiscal 
year or liquidate liabilities existing at fiscal year end. The State of Texas considers receivables 
collected within sixty days after year-end to be available and recognizes them as revenues of the 
current year for Fund Financial Statements prepared on the modified accrual basis. Expenditures and 
other uses of fmancial resources are recognized when the related liability is incurred. 

Governmental adjustment fund types that will build the government-wide flOancial statements are 
accounted for using the full accrual method of accounting. This includes capital assets, accumulated 
depreciation, unpaid employee compensable leave, the unmatured debt service (principal and 
interest) on general long-tenn liabilities, long-tenn capital leases, and long-tenn claims and 
judgments and full accrual revenues and expenses. The activity will be recognized in these fund 
types. 

Proprietary funds, pension trust funds, external investment trust funds and private--purpose trust funds 
are accounted for on the accrual basis of accounting. Under the accrual basis of accounting, revenues 
are recognized when earned and expenses are recognized at the time liabilities are incurred. 
Proprietary funds distinguish operating from non-operating items. Operating revenues and expenses 
result from providing services or producing and delivering goods in connection with the proprietary 
funds' principal ongoing operations. Operating expenses for the enterprise and internal service funds 
include the cost of sales and services, administrative expenses, and depreciation on capital assets. 

Budgets and Budgetary Accounting 
The budget includes appropriations authorized by the Legislature and approved by the Governor (as 
represented in the General Appropriations Act). SOAR's Chief Administrative Law Judge approves 
an annual operating budget and policies consistent with these appropriations. 

8 
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STATE OFFICE OF ADMfNISTRA TIVE HEARINGS (360) 
UNAUDITED 

Encumbrance accounting is utilized for budgetary control purposes. Unencumbered appropriations 
are generally subject to lapse 60 days after the end of the fiscal year for which they were 
appropriated. 

Assets, Liabilities, and Fund Equity 

ASSETS 

Inventories and Prepaid Items ~ mventories include consumable inventories. Inventories 
for governmental fund types are accounted for using the purchase method of accounting. 
The consumption method of accounting is used to account for inventories and prepaid 
items that appear in the proprietary ftmd types and the government-wide statements. The 
cost of these items is expensed when the items are consumed. 

Capital Assets - Assets with an initial, individual cost of more than $5,000 and an 
estimated useful life in excess of one year should be capitalized. These assets are 
capitalized at cost or, if not purchased, at appraised fair value as of the date of acquisition. 
Purchases of assets by governmental funds are reported as expenditures. Assets are 

depreciated over the estimated useful life of the asset using the straight-line method. 

All capital assets acquired by proprietary funds or trust funds are reported at cost or 
estimated historical cost, if actual historical cost is not available. Donated assets are 
reported at fair value on the acquisition date. Depreciation is charged to operations over 
the estimated useful life of each asset, using the straight-line method. 

LIABILITIES 

Accounts Payable - Accounts Payable represents the liability for the value of assets or 
services received at the balance sheet date fOT which payment is pending. 

Employees' Compensable Leave - Employees' Compensable Leave balances represent the 
liability that becomes "due" upon the occurrence of relevant events such as resignations, 
retirements, and uses of leave balances by covered employees. Liabilities are reported 
separately as either current or noncurrent in the statement of net assets. The obligations are 
normally paid from the same funding source from which each employee's salary or wage 
compensation was paid. 

FUND BALANCEINET ASSETS 

The difference between fund assets and liabilities is "Net Assets" on the government-wide, 
proprietary and fiduciary fund statements, and the "Fund Balance" is the difference 
between fund assets and liabilities on the governmental fund statements. 

Reservations of Fund BaJance - Fund balances for governmental funds are classified as 
either reserved or unreserved in the fund fmancial statements. Reservations are legally 
restricted to a specific future use or not available for expenditure. 

9 



STATE OFFICE OF ADMINfSTRATIVE HEARlNGS (360) 
UNAUDITED 

Reserved for Encumbrances - This balance represents commitments amounting to the 
value of contracts awarded or assets ordered prior to year-end but,not received as of that 
date. Encumbrances are not included with expenditures or liabilities. They represent 
current resources designated for specific expenditures in subsequent operating periods. 

UnreservedlUodesigDated - This represents the unappropriated balance at year end. 

Invested in Capita] Assets, Net of Related Debt - [ovested in Capital Assets, Net of 
Related Debt consists of capital assets, net of accumulated depreciation and reduced by 
outstanding balances for bond, notes, and other debt that are attributed to the acquisition, 
construction, or improvement of those assets . 

Restricted Net Assets - Restricted Net Assets result when constraints placed on net asset 
use are either externally imposed by creditors, grantors, contributors, and the like, or 
imposed by law through constitutional provisions or enabling legislation. 

Unrestricted Net Assets - Unrestricted Net Assets consist of net assets, which do not meet 
the definition of the two preceding categories. Unrestricted net assets often have 
constraints on resources, whlch are imposed by management, but can be removed or 
modified. 

JNTERFUND TRANSACTIONS AND BALANCES 

The agency has the following types of transactions among funds: 

t) Transfers: Legally required transfers that are reported when incurred as 
''Transfers In" by the recipient fund and as "Transfers Out" by the disbursing 
fund . 

2) Reimbursements: Reimbursements are repayments from funds responsible for 
expenditures or expenses to funds that made the actual payment. 
Reimbursements of expenditures made by Qne fund for. another that are recorded 
as expenditures in the reimbursing fund and as a reduction of expenditures in the 
reimbursed fund. Reimbursements are not displayed in the financial statements. 

10 
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STATE OFFICE OF ADMINISTRATIVE HEARINGS (360) 
UNAuDITED 

I NOTE 2: Capital Assets 

A summary of changes in Capital Assets for the year ended August 31, 20 10, is presented below: 

Primary Govfrnment 

Reclassiiication 

Tnteragency 
BalflDcc TnIIIsfen- Balance 

9/J/('fi Adjustments Increase Additions Deletions 813 1/10 

Governmental Activities 

Non-depreciabh: Assets $0 SO 

Depreciable Assets 

Furniture BIld &juipment $246,528.89 (S13,447 .93) $0.00 $6,609.00 0.00 $139,689.96 

Less accumulated depreciation for: 

Furniture BIld Equipment (J 22 195.!!7) 13.~~n2] .a...oo. O.R.ill · 5~ 0.00 ($192,193.49) 

Depreciable Assets, net ~9 Q33.02 (0.00) 0.00 £21,5:36. 5~) ill.2M7 

Governmental i!ctivitics 

capital assets, net: Sti2033.Q2 ~ SD..rul (:£2l ~J6j5) fi..illJ. $4212611 

Business-type activities 

capital assets, net: $ll. $ll $0. .$ll 

NOTE 3: Deposits, Investments, & Repurchase Agreements (Not Applicable) 

I NOTE 4: Short Term Debt (Not AppJicable) 

I NOTE 5: Long Term Liabilities 

Changes In Long-Term Liabilities 

During the year ended August 31, 20 1 0, the following changes occurred in liabilities: 

Balance Balance 
Amounts Due 
Within One 

9/1/09 Additions Deductions 8/31/10 Year 

Compensable Leave $776,937.14 $727,294.67 $678,888.20 $825,343.61 $483,257.20 

Total $1162llJA $12122461 $618 888 2Q $..815 3~3 ~I .$4.83,251.2Q 
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STATE OFFICE OF ADMINIS'IRATIVE HEARINGS (360) 
UNAUDllED 

Employees' Compensable Leave 

A state employee is entitled to be paid for all unused vacation time accrued iJithe event of the 
employee's resignation, dismissal, or separation from state employment, provided the employee has 
had continuous employment with the state for six months. Expenditures for accumulated annual leave 
balances are recognized in the period paid or taken in governmental fund types. For these fund types, 
the liability for unpaid benefits is recorded in the Statement of Net Assets. No liability is recorded for 
non-vesting accumulating rights to receive sick pay benefits. 

NOTE 6: Bonded Indebtedness (Not Applicable) 

I NOTE 7~ Capital Leases (Not Applicable) 

! NOTE 8: Operating Leases 

Included in the expenditures reported in the financial statements are the following amounts of rent 
paid or due under operating lease obligations: 

Fund Type Amount 
General Fund $54,691.97 
State Highway Fund No. 0006 $164,075.91 

Future minimum lease rental payments under non-cancelable operating leases having an initial term 
in excess of one year are as follows: 

Total Minimum Future Lease Rental Payments $724,0 57 lill 

I NOTE 9: ~ti_'n_m __ eD_t_p_I_an_S ________________________________ ON __ o_t_A_P_P_li_Q_b_Ie_)~ 
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STATE OFFICE OF ADMINIS1RATIVE HEARINGS (360) 
UNAUDITED 

NOTE 10: Deferred Compensation 

NOTE 11: Postemployment Health Care Life Insurance Benefits 

NOTE 12: Interfund Activity and Transactions 

(Not Applicable) 

(Not Applicable) 

As explained in Note 1 on "Interfund Transactions and Balances," there can be numerous transactions 
between funds and agencies. At year--end, amounts to be received or paid are reported as: 

• Due From Other Agencies or Due to Other Agencies 
• Transfers In or Transfers Out 

• Legislative Transfers In or Legislative Transfers Out 

Individual balances and activity at August 31,2010 as follows: 

Shared Funds 

I NOTE 13: Continuance Subject to Review 

Under the Texas Sunset Act, Texas Government Code Chapter 325, SOAB: is subject to review but 
not subject to being abolished under the Act. SOAR was reviewed 2002 and is scheduled for review 
again in 2015 (and every 12111 year after 2015). In addition, Texas Government Code § 2003.102 
specifically provides that SOAR's tax division is subject to Chapter 325. The Sunset Advisory 
Commission is required by § 2003.1 02(b) to evaluate the tax division and present a report to the 83m 

Legislature on its evaluation of and recommendations about the division. 

NOTE 14: Adjustments to Fund BalancelNet Assets (Not Applicable) 

NOTE IS: Contingent Liabilities (Not Applicable) 

NOTE 16: Subsequent Events (Not Applicable) 
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UNAUDITED 

NOTE 17: Risk Management 

NOTE 18: Management Discussion and Analysis 

NOTE 19: The Financial Reporting Entity 

NOTE 20: Stewardship, Compliance and Accountability 

NOTE 21: Not Applicable to the AFR 

NOTE 22: Donor Restricted Endowments 

NOTE 23: Extraordinary and Special Items 

NOTE 24: Disaggregation of Receivable and Payable Balances 

NOTE 25: Termination Benefits 

NOTE 26: Segmeot Information 
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I 
I 
I 
I 
I 
I 
I 
I 
I COMBINING FINANCIAL STATEMENTS 

I 
I 
I 
I 
I 
-I 

I 
I 
I 



~V'-"'r-
UNAUDITED 

XHIBIT J-l 
ombining Statement of Changes in Assets and Liabilities: 
1 Agency Funds 

or the fiscal year ended August 31, 2010 

Btiinniag Ending 
Ballou Balance 

September 1.2009 Adclltiolls Deductions ~W1t 31, 2010 

OrnER AGENCY FUNDS 

Employees' Savitm 

ElS!i!S! Account (090 I} !.ILl (090 n 
Alsets: 

Casb in Slare Treasury S 150.00 oS 1.800,00 $ 1,800.00 S 150.00 

Liabilities; 

Funds Held for Others $ lSO,OO ~ 1.800.00 $ 1.800.00 S 150.00 

SusoaI~ fill!!! {0900} !.lfF (0900} 

~: 

Cub in State Tre:aswy $ 28,000.00 $ 2.500.00 $ S 30.500.00 

Liabilities; 

F\mds Held {or Others S 28.000.00 S 2.500.00 $ S 3(),500.00 

TS!IJl All AI,cN;y Punds 

Cub in State Treasury S 28,150,00 S 4,300.00 $ 1.800.00 S 30,650.00 

Funds Held for OUiers $ 28,150.00 $ 4.300.00 S 1,800,00 $ 30,6SO.00 

"ppropriated fund is noted l1li (090 I and 09(0), USAS D23 fund is noted lIS UIF (090 I and 09(0) 

Tho accompanying nOles 10 Ihe flnancial CIaIements life .. Integral pEWt of Ihls statement, 1S 
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USAS and Interagency Activity 
Certification Form - State Agencies 

Agency No. __ 3_6_O __ _ 

Agency Namc_S_T_A_T_E_O_F_FI_C_E_O_F_A_D_M_IN_IS_T_RA_T_IV_E_H_EA_R_I N_G_S ______ _ 

All agencies are required to sign and submit this form to the Comptroller of Public Accounts, Financial Reporting section 
on or before Nov. 20, 2012. The form may be submirted via hard copy, email or fax. For the agencies that are reconciled, 
their data may be extracted for the Comprehensive Annual Financial Report (CAFR). 

This form is required for all agencies regardless of whether they are a simplified reporting or a full reporting agency. The 
interagency transactions are extracted from USAS for all agencies . Please check the items that are applicable for each type 
of transaction. 

Agencies are required to ensure and ceerify that their financial data correctly reRects their financial position as recorded in 
USAS and, if applicable, any internal accounting system, as of Aug. 31, 20CY. For more information regarding the required 
levels of US AS reconciliation, see the Required Year-End Review and/or Reconciliation of Financial Data and 
Balances in USAS. 

Please complete this interactive form, print it out, sign the last page and submit to your financial reporting analyst. 

I. USAS Reconciliation 
Check the appropriate statement, either section 1 or 2: 

£ I certilY that for the above agency, the fiscal 2012 financial data contained in the Uniform 
Statewide Accounting System (USAS) and our internal accounting system, if applicable, were adjusted 
and the balances accurately reflect the agency's fund financial and/or government-wide financial 
position. 

I also ceerilY that our USAS balances conform to the following: 

-.L.. System clearing GL 9999 and basis conversion system dearing GL 9992 accounts equal zero at the 
023 fund level. 

L All balance sheet line items reconcile at the GL account level. 

L Fund balance/net assets are allocated to the respective GL accounts (2XXX series) and agree with the 
related GL accounts. 

~ All operating statemenr items reconcile to the GAAP source/object level. The correct comptroller object 
codes were used to ensure accurate 008 government-wide roll-ups. 

~ 023 funds that roll-up to fund rype 09 (GAAP agency funds) have operating statement activiry that nets to 

zero at the GAAP source/object level in USAS . 

L Legislative appropriations asset balance (GL 9000) agrees with the balance as calculated on the GR 
reconciliation. 

~ Legislative appropriations revenues agree with the balances as calculated on the GR reconciliation . 

L Ending fund balance/net assets are the same on the operating statement and the balance sheet . 

.L.. There are not any "Back Out NA" on the operating statement. 

~ The USAS IT file is cleared of all AFR USAS batches. 

-oR-

2 __ Thi~ reconciliation wa~ nor completed; therefore, I understand the agency i.s not in compliance 
with the Comptroller's reporting requirements and may be referred to the State Auditor's Office. 



II. Interagency Balances 
Check the appropriate statement, either section 1 or 2: 

__ I cerrify that for the above agency, the fiscal 2012 interagency and inrerfund balances were coordinated and 
are posted accurately in USAS. 

The DAF R891 0 Interfundilnteragency Activity or the FMQuery-SIRS InteragencylInterfund report was run and 
the following items were verified. From the drop down menu, select "Yes," "No" or "N/A" as appropriate. 

Federal State 
Due Froml I 

Due To Pass-
I 

Pass-

I 
Transfers 

Throughs Throughs 

Interagency item amount is posted accurately in US AS 

All "NP" items were eliminated ("NP" items occur if the 
AGL [Agency General Ledger] information is blank) 

AGL information is correct (the AGL consists of the 
opposite agency number, D23 fund and 0) 

Federal grant pass-throughs match what is reported on the 
" ,~ r, 

Schedule of Expenditures of Federal Awards 
o. c· , ". ,~. 

~, 

State grant pass-throughs match what is reponed on the 
Schedule of State Grant Pass-Throughs ", ' 

-OR-

2 __ I certify rhat for fiscal 2012, the above agency does not have any interagency activity reflected on the AFR. 

III. Required Signature 

Sign and submit completed form via hard copy, email or fax to the Comptroller of Public Accounts, 
Financial Reporting section of the Fiscal Management Division. 

Signature 2S Date 

Kimberly Dudish 

Printed Name 

Chief Financial Officer 512/463-8575 

Title & Phone Number 

Darrell Rupert CPA/Contractor 512/282-2301 

AFR Contact Person & Phone Number 

Patricia Carrington 512/475-3715 

USAS Contact Person & Phone Number 

N/A 

Federal Contact Person & Phone Number 



State Office <?f Administrative Hearings 

Cathleen Parsley 
Chief Administrative Law Judge 

The Honorable Rick Perry, Governor 
Governor's Office 
of Budget, Planning and Policy 
State Insurance Building, 4th Floor 
1100 San Jacinto, Room 4.300 
Austin, Texas 78701 

Mr. John Keel, CPA 
State Auditor's Office 
Robert E. Johnson Building 
Suite 4.224 
1501 North Congress Avenue 
Austin, Texas 78701 

Legislative Reference Library 
Capitol Building, Room 2N.3 
1100 Congress Avenue 
Austin, Texas 78701 

Ladies and Gentlemen: 

November 6, 2012 

The Honorable Susan Combs 
Office of the Comptroller 
LBJ State Office Building 
Financial Reporting Section 
III East 17th Street, Room 901 
Austin, Texas 78774 

Ms. Ursula Parks, Acting Director 
Legislative Budget Board 
5th Floor, Robert E. Johnson Building 
1501 North Congress 
Austin, Texas 78701 

Texas State Library 
Texas State Publications 
Depository Program, Room 307 
1201 Brazos Street 
Austin, Texas 78701 

We are pleased to submit the Annual Financial Report of the State Office of Administrative Hearings for the 
year ended August 31,2012, in compliance with Texas Government Code § 2101.011 and in accordance with the 
requirements established by the Comptroller of Public Accounts. 

Due to the statewide requirements embedded in Governmental Accounting Standards Board Statement No. 34, 
Basic Financial Statements - and Management's Discussion and Analysis - for State and Local Governments, the 
Comptroller of Public Accounts does not require the accompanying annual fmancial report to comply with all the 
requirements in this statement. The fmancial report will be considered for audit by the State Auditor as part of the audit 
of the State of Texas Comprehensive Annual Financial Report; therefore, an opinion has not been expressed on the 
fmancial statements and related information contained in this report. 

If you have any questions, please contact K· cial Officer, at 463-8575. 

Enclosure 

300 West 15th Street Suite 502 Austin, Texas 78701/ P.O. Box 13025 Austin, Texas 78711-3025 
512.475.4993 (Main) 512.475.3445 (Docketing) 512.475.4994 (Fax) 

www.soah.state.tx.us 





UNAUDITED 

STATE OFFICE OF ADMINISTRATIVE HEARINGS (360) 
EXHIBIT I - COMBINED BALANCE SHEET/STATEMENT OF NET ASSETS - GOVERNMENTAL FUNDS 
ALL FUND TYPES AND ACCOUNT GROUPS 
August 31, 2012 

ASSETS 
Current Assets: 

Cash and Cash Equivalents: 
Cash on Hand 
Cash in Bank 

Legislative Appropriations 
Receivables From: 

Accounts Receivable 
Consumables Inventory 
Due from Other Agencies 
Other Assets 

Total Current Assets 

Non-Current Assets: 
Total Non-Current Assets 

TOTAL ASSETS 

LIABILITIES AND FUND BALANCES 
LIABILITIES 

Current Liabilities: 
Payables From: 

Accounts Payable 
Payroll Payable 
Due to Other Agencies 

Total Current Liabilities 

Non-Current Liabilities: 
Total Non-Current Liabilities 

TOTAL LIABILITIES 

Fund Financial Statement 
FUND BALANCES 

Reserved For: 
Nonspendable 
Unassigned 

TOTAL FUND BALANCES 

TOTAL LIABILITIES AND FUND BALANCES 

GENERAL 
FUNDS 

(Fund 0001) 
U/F 0001 

1,722,455.19 

312,536.22 
164,150.60 

2,199,142.01 

2,199,142.01 

373,178.12 
1,052,665.97 

140,753.07 
1,566,597.16 

1,566,597.16 

164,150.60 
468,394.25 

632,544.85 

632,544.85 

2,199,142.01 

Governmental Fund Types 
SPECIAL 
REVENUE 

FUNDS 
(Fund 0006) 

u/F 0006 

29,533.02 

29,533.02 

29,533.02 

29,432.31 
100.71 

29,533.02 

29,533.02 

29,533.02 

GOVERNMENTAL 
FUNDS 
TOTAL 

1,722,455.19 

312,536.22 
164,150.60 
29,533.02 

2,228,675.03 

2.228,675.03 

402,610.43 
1 ,052,766.68 

140,753.07 
1 ,596.130.18 

1,596,130.18 

164,150.60 
468,394.25 

632,544.85 

632,544.85 

2,228,675.03 

The accompanying Notes to the Financial Statements are an integral part of this financial statement. 
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STATE OFFICE OF ADMINISTRATIVE HEARINGS (360) 
EXHIBIT II - COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND 

CHANGES IN FUND BALANCES/STATEMENT OF ACTIVITIES - GOVERNMENTAL FUNDS 
For the Fiscal Year Ended August 31, 2012 

Governmental Fund Tle!s 
SPECIAL 

GENERAL REVENUE 
FUNDS FUNDS GOVERNMENTAL 

(Fund 0001) (Fund 0006) FUNDS 
U/F 0001 U/F 0006 TOTAL 

REVENUES 
Original Legislative Appropriation $ 3,305,957.00 $ 3,305,957.00 
Additional Appropriations 999,535.45 999,535.45 
Licenses, Fees, and Permits 106,547.73 106,547.73 
Sales of Goods and Services 3,114,411.48 3,114,411.48 
Other 6.25 6.25 

TOTAL REVENUES $ 7,526,457.91 $ $ 7,526,457.91 

EXPENDITURES 
Salaries and Wages 5,228,080.06 2,658,266.21 7,886,346.27 
Payroll Related Costs 1,125,349.33 615,966.23 1,741,315.56 
Professional Fees and Services 64,978.42 9,841.42 74,819.84 
Travel 36,221 .76 56,961.94 93,183.70 
Materials and Supplies 169,523.40 36,590.86 206,114.26 
Communication and Utilities 76,209.02 43,973.76 120,182.78 
Repairs and Maintenance 61,721 .87 11,405.91 73,127.78 
Rentals and Leases 153,628.14 95,895.33 249,523.47 
Printing and Reproduction 4,689.65 2,593.56 7,283.21 
Other Expenditures 197,487.68 257,130.17 454,617.85 
Capital Outlay 44,879.89 44,879.89 

TOTAL EXPENDITURES $ 7,162,769.22 $ 3, 7~8,625.39 $ 1 ~,951 ,394.61 

EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES 363,688.69 (3,788,625.39) (3,424,936.70) 

OTHER FINANCING SOURCES (USES) 
Operating Transfers In (Out) 3,788,625.39 
Appropriations Lapsed 

TOTAL OTHER FINANCING SOURCES (USES) 3,788,625.39 

NET CHANGES IN FUND BALANCE/NET ASSETS 17,404.87 17,404.87 

FUND FINANCIAL STATEMENT-FUND BALANCES 
Fund Balances - Beginning 755,893.05 755,893.05 

Restatements (140,753.07) (140,753.07) 
Fund Balances as Restated 615,139.98 615,139.98 

FUND BALANCES, AUGUST 31, 2012 $ 632,544.85 $ $ 632,544.85 

The accompanying Notes to the Financial Statements are an integral part of this financial statement. 

3 



UNAUDITED 

State Office of Administrative Hearings (360) 

Exhibit VI - Combined Statement of Net Assets - Agency Funds 
August 31, 2012 

Agency 
Funds 

(Exhibit J-1~ 
ASSETS 

Cash and Cash Equivalents: 
Cash in State Treasury $ 33,713.60 

Total Current Assets 33,713.60 

Total Assets $ 33,713.60 

LIABILITIES 
Funds Held for Others $ 33,713.60 

Total Current Liabilities 33,713.60 

Total Liabilities $ 33,713.60 

Totals 

$ 33,713.60 
33,713.60 

$ 33,713.60 

33,713.60 
33,713.60 

$ 33,713.60 

The accompanying notes to the financials statements are an integral part of this statement. 
4 
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State Office of Administrative Hearings (360) 

IN otel: Summary of Significant Accounting Policies 
-------=~----------------------~ 

Entity 
State Office of Administrative Hearings (SOAH) is an agency of the State of Texas and its 
financial records comply with state statutes and regulations. This includes compliance with the 
Texas Comptroller of Public Accounts' Reporting Requirements for State Agencies. 

SOAH was created by the Texas Legislature in 1991 to provide a neutral, independent forum for 
the resolution of disputes, primarily between state agencies or other governmental entities and 
individuals or entities regulated by them. SOAH is headed by the Chief Administrative Law 
Judge, who is appointed by the Governor for a two-year term with the advice and consent of the 
Senate. SOAH's mission is to hold impartial hearings and issue timely, well-reasoned decisions 
in a quasi-judicial setting; and to provide mediation services as requested. SOAH's key 
functions, powers, and duties are defined in the Texas Government Code Chapter 2003 
(SOAH"S enabling statute) and Sections 2001.058 (Administrative Procedure ActlHearings 
Conducted by SOAR). 

SOAH has no potential component units. Therefore, there will be no disclosures of component 
units. 

Due to statewide requirements embedded in Governmental Accounting Standards Board 
Statement No. 34, Basic Financial Statements - Management's Discussion and Analysis - for 
State and Local Governments, the Comptroller of Public Accounts does not require the 
accompanying annual financial report to comply with all the requirements in this statement. The 
financial report will be considered for audit by the State Auditor as part of the audit of the State 
of Texas Comprehensive Annual Financial Report; therefore, an opinion has not been expressed 
on the fmancial statements and related information contained in this report. 

Blended Component Units: No component units have been identified which should have been 
blended into an appropriated fund. 

Fund Structure 
The accompanying fmancial statements are presented on the basis of funds, each of which is 
considered a separate accounting entity. 

5 
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State Office of Administrative Hearings (360) 

Governmental Fund Types & Government-wide Adjustment Fund Types 

General Fund: The general fund is the principal operating fund used to account for most of 
the state's general activities. It accolmts for all the financial resources except those 
accounted for in other funds. 

Special Revenue Fund: Special revenue funds are used to account for the proceeds of 
specific revenue sources (other than for private-purpose trusts or for major capital projects) 
that are legally restricted to use for specified purposes. 

Capital Asset Adjustment Fund Type: Capital Asset Adjustment fund type will be used to 
convert governmental fund types' capital assets from modified accrual to full accrual. ' 

Long-Term Liabilities Adjustment Fund Type: Long-Term Liabilities Adjustment fund 
type will be used to convert governmental fund types' debt from modified accrual to full 
accrual. 

Other Adjustments Fund Tvoe: Other Adjustments fund type will be used to convert all 
other governmental fund types' activity from modified accrual to full accrual. 

Fiduciary Fund Types 
Fiduciary funds account for assets held by the state in a trustee capacity or as an agent for 
individuals, private organizations, other governmental units, andlor other funds. When assets 

. are held under the terms of a formal trust agreement, either a pension trust fund, or a private 
purpose trust fund is used. 

Agency Funds: Agency funds are used to account for assets the government holds on behalf 
of others in a purely custodial capacity. Agency funds involve only the receipt, temporary 
investment, and remittance of fiduciary resources to individuals, private organizations, or 
other governments. 

Basis of Accounting 
The basis of accounting determines when revenues and expenditures or expenses are 
recognized in the accounts reported in the fmancial statements. The accounting and fmancial 
reporting treatment applied to a fund is detennined by its measurement focus. 

Governmental fund types that build the fund financial statements are accounted for using the 
modified accrual method basis of accounting. Under the modified accrual basis, revenues are 
recognized in the period in which they become both measurable and available t6 finance 
operations of the fiscal year or liquidate liabilities existing at fiscal year end. The State of 
Texas considers receivables collected within sixty days after year-end to be available and 
recognizes them as revenues of the current year for Fund Financial Statements prepared on 
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State Office of Administrative Hearings (360) 

the modified accrual basis. Expenditures and other uses of fmancial resources are recognized 
when the related liability is incurred. 

Governmental adjustment fund types that will build the government-wide financial 
statements are accounted for using the full accrual basis of accounting. This includes capital 
assets, accumulated depreciation, unpaid Employee Compensable leave, the unmatured debt 
service (principal and interest) on general long-term liabilities, long-term capital leases, and 
long-term claims and judgments and full accrual revenues and expenses. The activity will be 
recognized in these fund types. 

Budgets and Budgetary Accounting 
The budget is prepared biennially and represents appropriations authorized by the legislature 
and approved by the Governor (the General Appropriations Act). 

Unencumbered appropriations are generally subject to lapse 60 days after the end of the 
fiscal year for which they were appropriated. 

Assets, Liabilities, and Fund Equity 

Assets 

Cash & Cash Equivalents: Short-term highly liquid investments with an original 
maturity of three months or less are considered cash equivalents. 

Restricted Assets: Restricted assets include monies or other resources restricted by 
legal or contractual requirements. These assets include proceeds of enterprise fund 
general obligation and revenue bonds and revenues set aside for statutory or contractual 
requirements. Assets held in reserve for guaranteed student loan defaults are also 
included. 

Inventories and Prepaid Items: Inventories include both merchandise inventories on 
hand for sale and consumable inventories. Inventories are valued at cost, generally 
utilizing the last-in, first-out method. Inventories for governmental fund types are the 
purchase method accounting. The consumption method of accounting is used to account 
for inventories and prepaid items that appear in the governmental and proprietary fund 
types. The cost of these items is expensed when the items are consumed. 

Capital Assets: Assets with an initial, individual cost of more than $5,000 and an 
estimated useful life in excess of one year should be capitalized. These assets are 
capitalized at cost or, if not purchased, at appraised fair value as of the date of 
acquisition. Purchases of assets by governmental funds are reported as expenditures. 
Depreciation is reported on all "exhaustible" assets. "Inexhaustible" assets such as 
works of art and historical treasures are not depreciated. Road and highway 
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State Office of Administrative Hearings (360) 

infrastructure is reported on the modified basis. Assets are depreciated over the 
estimated useful life of the asset using the straight-line method. 

All capital assets acquired by proprietary fund or trust funds are reported at cost or 
estimated historical cost, if actual historical cost is not available. Donated assets are 
reported at fair value on the acquisition date. Depreciation is charged to operations over 
the estimated useful life of each asset, using the straight-line method. 

Other Receivables: Other receivables include year-end revenue accruals not included 
in any other receivable category. This account can appear in governmental and 
proprietary fund types. 

Liabilities 

Accounts Payable: Accounts Payable represents the liability for the value for assets or 
services received at the balance sheet date for which payment is pending. 

Other Payables: Other payables are the accrual at year-end of expenditure transactions 
not included in any other payable descriptions. Other payables may be included in either 
the governmental or proprietary fund types. 

Employees' Compensable Leave Balances: Employees' Compensable Leave Balances 
represent the liability that becomes '"due" upon the occurrence of relevant events such as 
resignations, retirements, and uses of leave balances by the covered employee. 
Liabilities are reported separately as either current or non-current in the statement of net 
assets. 

Fund Balance / Net Assets 
The difference between fund assets and liabilities is 'Net Assets' on the government
wide, proprietary and fiduciary fund statements, and the 'Fund Balance' is the difference 
between fund assets and liabilities on the governmental fund statements. 

Fund Balance, Components: Fund balances for governmental funds are classified as 
nonspendable, restricted, committed, assigned or unassigned in the fund [mancial 
statements. 

• Nonspendable fund balance includes amounts not available to be spent because 
they are either (1) not in spendable form or (2) legally or contractually required 
to be maintained intact. 

• Restricted fund balance includes those resources that have constraints placed 
on their use through external parties or by law through constitutional 
provisions. 
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State Office of Administrative Hearings (360) 

• Committed fund balance can be used only for specific purposes pursuant to 
constraints imposed by a fonnal action of the Texas Legislature, the state's 
highest level of decision making authority. 

• Assigned fund balance includes amounts constrained by the state's intent to be 
used for specific purposes, but are neither restricted nor committed. Intent is 
expressed by (1) the Texas Legislature or (2) a body (for example, a budget or 
finance committee) or official to which the governing body has delegated the 
authority to assign amounts to be used for specific purposes. 

• Unassigned fund balance is the residual classification for the general fund. This 
classification represents fund balance that was not assigned to other funds and 
was not restricted, conunitted or assigned to specific purposes within the 
general fund. 

Invested In Capital Assets, Net Of Related Debt: Invested in capital assets, net of 
related debt consists of capital assets, net of accumulated depreciation and reduced by 
outstanding balances for bond, notes and other debt that are attributed to the acquisition, 
construction or improvement of those assets. 

Restricted Net Assets: Restricted net assets result when constraints placed on net asset 
use are either externally imposed by creditors, grantors, contributors and the like or 
imposed by law through constitutional provisions or enabling legislation. 

Unrestricted Net Assets: Unrestricted net assets consist of net assets that do not meet 
the definition of the two preceding categories. Unrestricted net assets often have 
constraints on resources, which are imposed by management but can be removed or 
modified 

Inferfund Transactions and Balances 
The agency has the following types of transactions among funds: 

Transfers: Legally required transfers that are reported when incurred as 'Transfers In' 
by the recipient fund and as 'Transfer Out' by the disbursing fund. 

9 
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/Note 2: Capital Assets 

A summary of changes in Capital Assets for the year ended August 31, 2012, is presented below: 

Reclassifications Inc-Infagy Dec-Int'agy Balance 
Balance 9/1/2011 Adj Com~leted CIP Trans Trans Additions Deletions 8/31/2012 

GOVERNMENTAL ACTIVITIES 
Depreciable Assets 

Furniture and Equipment 237,216.37 44,879.89 (16,501.00) 265,595.26 
Other Capital Assets 

Total Depreciable Assets at Historical Costs 237,216.37 44.879.89 (16,501.00) 265,595.26 

less Accumulated Depreciation for: 
Fumiture and Equipment (196,192.15) (19,581.38) 16,501.00 (199,272.53) 
Other Capital Assets 

Total Accumulated Depreciation (196.192.15) (19,581.38) 16.501.00 (199.272.53) 

Amortizable Assets - Intangible 
Computer Software 13,447.93 13,447.93 
Other Intangible Capital Assets 

Total Depreciable Assets at Historical Costs 13,447.93 13.447.93 

Less Accumulated Amortization for: 
Computer Software (13,447.93) (13,447.93) 
Other Intangible Capital Assets 

Total Accumulated Amortization (13.447.93) (13.447.93) 

Governmental Activities Capital Assets, Net $ 41.024.22 $ - $ - $. $ $ 25.298.51 $ $ 66.322.73 

10 
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I Note 5: Long Term Liabilities 

Changes in Long-Term Liabilities 

During the year ended August 31, 2012 the following changes occurred in liabilities. 

Amounts Amounts 
Balance Balance Due Due 

Governmental 9/01111 Additions Reductions 8/31112 Within Thereafter 
Activities 1 Year --

Compensable $784,840.23 $700,179.56 $677,588.36 $807,431.43 $460,851.20 $346,580.23 
Leave 

Total 
Governmental $784,840.23 $700,179.56 $677,588.36 $807,431.43 $460,851.20 $346,580.23 

Activities 

Employees' Compensable Leave 

A state employee is entitled to be paid for all unused vacation time accrued, in the event of the 
employee's resignation, dismissal, or separation from State employment, provided the employee 
has had continuous employment with the State for six months. Expenditures for accumulated 
annual leave balances are recognized in the period paid or taken in governmental fund types. For 
these fund types, the liability for unpaid benefits is recorded in the Statement of Net Assets. An 
expense and liability for proprietary fund types are recorded in the proprietary funds as the 
benefits accrue to employees. No liability is recorded for non-vesting accumulating rights to 
receive sick pay benefits. 

11 
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I Note 8: Leases 

OPERATING LEASES 

Included in the expenditures reported in the fmancial statements are the following amounts of rent paid or 
due under the operating lease obligations: 

Fund Type 

General Fund 

Special Revenue Fund 

Amount 

$136,256.28 

$87,114.73 

During FY 2012, future minimum lease rental payments under non-cancelable operating leases 
having an initial term in excess of one year are as follows: 

Minimum Lease Payment 

Year Ending August 31, 2013 $ 223,467.60 

Year Ending August 31, 2014 182,528.28 

Year Ending August 31, 2015 91,868.36 

Year Ending August 31, 2016 5,763.36 

Year Ending August 31, 2017 

Total Minimum Future Lease Rental Payments $ 503627.60 

12 
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I Note 13: Continuance Subject to Review 

Under the Texas Sunset Act, Texas Government Code Chapter 325, SOAH is subject to review 
but not subject to being abolished under the Act. SOAH was reviewed in 2002 and is scheduled 
for review again in 2015 (and every 12th year after 2015). In addition, Texas Government Code § 
2003.102 specifically provides that SOAH's tax division is subject to Chapter 325. The Sunset 
Advisory Commission is required by § 2003.102(b) to evaluate the tax division and present a 
report to the 83rd Legislature on its evaluation if and recommendations about the division. 

13 
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Exhibit J-1 - Combining Statement of Changes in Assets and Liabilities - Agency Funds 
August 31,2012 

Beginning 
Balance 

Se~tember 1, 2011 Additions Deductions 

Child SU!;!!;!ort Deductions {0807} 
ASSETS 

Cash in State Treasury 713.60 9,276.80 9,276.80 
Total Assets $ 713.60 $ 9,276.80 $ 9,276.80 $ 

LIABILITIES 
Funds Held for Others 713.60 8,563.20 8,563.20 

Total Liabilities $ 713.60 $ 8,563.20 $ 8,563.20 $ 

De!;!artmental Sus!;!ense {0900} 
ASSETS 

Cash in State Treasury 31,500.00 40,000.00 38,500.00 
Total Assets $ 31,500.00 $ 40,000.00 $ 38,500.00 $ 

LIABILITIES 
Funds Held for Others 31,500.00 40,000.00 38,500.00 

Total Liabilities $ 31,500.00 $ 40,000.00 $ 38,500.00 $ 

TOTAL 
ASSETS 

Cash in State Treasury 32,213.60 49,276.80 47,776.80 
Total Assets $ 32,213.60 $ 49,276.80 $ 47,776.80 $ 

LIABILITIES 
Funds Held for Others 32,213.60 48,563.20 47,063.20 

Total Liabilities $ 32,213.60 $ 48,563.20 $ 47,063.20 $ 

The accompanying notes to the financials statements are an integral part of this statement. 
15 

Ending 
Balance 

August 31, 2012 

713.60 
713.60 

713.60 
713.60 

33,000.00 
33,000.00 

33,000.00 
33,000.00 

33,713.60 
33,713.60 

33,713.60 
33,713.60 
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THE MISSION OF STATE GOVERNMENT 

Texas state government must be limited, efficient and completely accountable. It should 
foster opportunity and economic prosperity, focus on critical priorities and support the creation 
of strong family environments for our children. The stewards of the public trust must be men 
and women who administer state government in a fair, just and responsible manner. To honor 
the public trust, state officials must seek new and innovative ways to meet state government 
priorities in a fiscally responsible maner. 

Aim high ...... we are not here to achieve inconsequential things! 

THE PHILOSOPHY OF STATE GOVERNMENT 

The task before all state public servants is to govern in a maner worthy of this great 
state. We are a great enterprise, and as an enterprise, we will promote the following core 
principles: 

• First and foremost, Texas matters most. 
This is the overarching, guiding 
principle by which we will make 
decisions. Our state, and its future, is 
more important than party, politics or 

individual recognition. 

• Government should be limited in size 
and mission, but it must be highly 
effective in performing the tasks it 
undertakes. 

• Decisions affecting individual Texans 
are best made by those individuals, 
their families, and the local 
governments closest to their 
communities. 

• Competition is the greatest incentive 
for achievement and excellence. It 
inspires ingenuity and requires 
individuals to set their sights high. Just 
as competition inspires excellence, a 

sense of personal responsibility drives 
individual citizens 10 do more for their 
future, and the future of those they 
love. 

1 

• Public administration must be open 
and honest, pursuing the high road 
rather than the expedient course. We 
must be accountable to taxpayers for 
our actions. 

• State govenunent has a responsibility 
to safeguard taxpayer dollars by 
eliminating waste and abuse, and 
providing efficient and honest 
government. 

• Finally, state government should be 
humble, recognizing that all its power 

and authority is granted to it by the 
people of Texas, and those who make 
decisions wielding tbe power of the 
state should exercise their authority 
cautiously and fairly. 
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PRIORITY GOAL 

To ensure Texans are effectively and efficiently served by high-quality professionals and 
businesses by: 

• Implementing clear standards; 
• Ensuring compliance; 
• Establishing market-based solutions; 
• Reducing the regulatory burden on people and business. 

RELEVANTSTATEWIDEBENCH� 

• Percentage of documented complaints to licensing agencies resolved within six 
months. 

AGENCY MISSION 

The mission of the State Office of Administrative Hearings is to conduct fair, prompt, 
and efficient hearings and alternative dispute resolution proceedings and to provide fair, logical, 
and timely decisions. 

AGENCY PHILOSOPHY 

As Texas's administrative hearings tribunal, the State Office of Administrative Hearings 
provides objective and timely decision making in a neutral forum, independent of any external or 
improper influence. We provide cost savings for Texans through the efficiencies of 
consolidation, good stewardship of resources, and effective use of technology.' We expect 
excellence in the performance of our mission. We act with respect toward each other and those 
we serve, and we conduct ourselves at all times with personal integrity, trust, accountability, 
professionalism, and a collaborative spirit. 

INTRODUCTION 

In 2012, the State Office of Administrative Hearings (SOAR) celebrates twenty years of 
service to Texas. SOAR was created by the 72nd Legislature in 1991 and opened its doors in 
January 1992 as an independent and neutral agency charged with conducting adjudicative 
hearings in disputes between state agencies and the people, businesses, or industries they 
regulate. An important part of the legislative charge to SOAR was that it provide fairness and 
due process in both perception and fact. 

[n the intervening years, hearings referred from additional agencies and governmental 
entities, along with alternative dispute resolution proceedings, have been added to SOAR's 
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portfolio, but the mission remains the same:: to provide fairness and due process in efficiently
conducted and indep�ndent contested case hearings and mediations. 

SOAB has, in al departments, a staff of seasoned, capable professionals who can take the 
agency forward into the next twenty years. However, as wil be explained in the assessment that 
follows, three major reporting and tracking systems need to be revamped or replaced to meet the 
needs of the agency that SOAH has become. 

EXTERNAL/INTERNAL ASSESSMENT 

I. Current-Year Activities and Going Forward. 

A. Workload. As reflected in everything from its mission statement to its legislative 
appropriation, SOAR does two things: contested case hearings and mediations. AB with the 
constitutional courts, SOAR's workload is externally driven, in SOAR's case by referrals from 
the referring agencies and entities and legislative transfers of jurisdiction . The workload is not a 
constant; it can fluctuate from year to year, again depending on external faotors. Over time, the 
workload has trended up, but it can be cyclical, and there are individual years in wllch the 
workload decreases. Whether the workload increases or decreases, it is the principal factor to be 
considered in planng for the future. It implicates stafg, infrastructure, physical space, and 
funding. SOAR has always taken pride in its ability to respond appropriately, smoothly, and 
efficiently to fluctuations, no matter their direction or duration, while continuing to provide the 
independence, neutrality, and fairness that are the foundational principles of its establishment 
and existence. 

In Fiscal Year 2011, SOAB conducted hearings, mediations, or both for 45 agencies and 
governmental entities. SOAB Administrative Law Judges (ALJs) worked more than 75,000 
hours on a total of 40,564 cases in FY 201 L, a number that includes 6,944 general docket cases 
and 33,620 administrative license suspension cases.l The number for the general docket includes 
107 mediations. For FY 2012, SOAR is on pace to work on 8,234 general docket cases and 
31,281 administrative license suspension cases, for an estimated total of over 39,000 cases. 

1. New or Expanded Jurisdiction. 

a. Appraisal review board appeals. In its most recent regular session, the Legislature 
passed House B ill 2203 expanding the pilot program in wruch property owners can choose to 
appeal certain appraisal review board orders to SOAH. The three-year pilot program was created 
by House Bill 3612 of the 81 st Legislature in six counties: Bexar, Cameron, EI Paso, Haris, 
Tarrant, and Travis. House Bill 2203 expanded the program to Collin, Denton, Fort Bend, 
Montgomery, and Nueces Counties and added a fourth year to the pilot. 

The terms of the appraisal review board pilot program provide that, in order for SOAR to 
"expeditiously determine the appeals filed with the office with the resources available to the 

I The administrative license revocation cases ar� referred to SOAB from the Department of Public Safety under 
Tex. Transp. Code Chapters 522, 524, and 724. 
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office, the office is not required to determine more than 3,000 appeals filed under this 
subchapter." (Tex. Gov't Code § 2003.091(c).) By rule, SOAR has stated that it may limit the 
number of appeals for a calendar year to 1,000. (1 Tex. Admin. Code § 165.13(a).) The 
language of the statute contemplates that SOAR can accept more than 1,000 appraisal review 
appeals per year, and more than 3,000 over the life of the pilot program ifits resources pennit. 

To date, the appeals have not been referred in the numbers anticipated. SOAR had 59 
appeals in protest year 2010, the first protest year of the program, and 26 in protest year 2011. 
SOAR has only anecdotal and speculative information about why there have not been more 
appeals. Factors that may be contributing, either singly or together, are lower property appraisals 
during the economic downturn; the $1,500 filing fee (increased from the original $300 set out in 
House Bill 3612, 81 sf R.S., which .established the pilot program); the potential to have to pay 
attorneys' fees added by House Bil 2203; or the finality of the SOAR determination. 
Nevertheless,. SOAR remains colI1tted to handling the cases, whether a few or many, as 
smoothly and seamlessly as possible for all participants in the pilot program. 

b. Groundwater permit applications. Senate Bill 693 passed in the 82nd regular session 
provides for hearings on penn it applications filed with groundwater conservation districts. It 
would require a district to contract with SOAH to conduct the hearing on the application if 
requested by the applicant or any other party in the case. The number of hearings under this bil 
likely will be small, but the hearings will be significant and complex. 

2. Increases in Existing Work. On May 28,2010, the Texas Supreme Court denied the 
petition for review in Vista Community Center LLP and Christus Health Gulf Coast v. Texas 
Mutual Insurance Company, Liberty Mutual Insurance Company, Zenith Insurance Company, 
Zurich American Insurance Company and Texas Department of Insurance, Division of Worker's 
Compensation. The denial of the petition has the effect of leaving in place the Third Court of 
Appeals' decision in Texas Mutual Insurance Company, et al. v. Vista Community Medical 
Center, et al. (275 S.W.3rd 538). This in turn may mean that a very significant number of cases, 
perhaps nwnbering in the thousands, concerning the acute care inpatient hospital fee guidelines 
stop-loss provisions could be remanded to SOAR from the Division of Worker's Compensation, 
where they have been pending while the judicial process unfolded, for hearings on the merits. 
Referrals are predicted to come at the end of FY 2012 for hearings in FY 2013, and depending 
on the number of cases, for hearings in FY 2014. In the months immediately ahead, SOAR will 
be in consultation with the Division about how many cases it anticipates could be referred to 
SOAR as a result of the Supreme Court's action. 

The Department of Family and Protective Services (DPPS) has increased its referrals to 
SOAH in FY 2012 in an effort to clear a backlog of approximately 2,000 cases. These are cases 
in which a childcare provider is appealing a fmding by DFPS that the provider abused or 
neglected a child. As of May 15, 2012, 530 of these cases have been docketed at SOAR, and 
SOAR has disposed of 357 them. 

3. FIE Needs Vis-a vis Additional Cases and Workload Increases. A critical piece 
of SOAR's ability to execute its commitment to timely and efficient service is to have a 
sufficient number of ALJs and staff to docket, hear, and process the cases. The 81st Legislature 
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authorized SOAR to have 126 full-time equivalent (PTE) employees in Fiscal Year 2010 and 
127 in FY 2011, numbers that would include an additional eight AUs and five support staff 
(four in FY 2010 and a fifth in FY 2011). SOAH received general revenue to hire one of the 
FTEs for the support staff, but it received only the authorization to hire the remaining 12 FTEs if 
reimbursements to SOAH for work performed under interagency contracts were sufcient to 
allow it. This authorization was continued by the 82nd Legislature. 

To date, SOAR has not needed to hire the additional 12 FTEs, and the anticipated 
workload, even with the potential additional caseload represented by the appraisal review board 
appeals and the stop-loss and DFPS hearings, may not justify their addition in the coming 
biennium. Absent any legislative transfers of a large body of CiiSes, SOAR believes that it can 
accomplish the work with 115 FTEs. the number curently funded. 

4. Space Needs. A vital component of plang for additional work, particularly that 
represented by the appraisal review board appeals, is the physical space required to 
accommodate them. The appraisal review board appeal hearings must be held in a facility 
controlled by SOAH. (Tex. Gov't Code § 2003.909(c).) SOAH has field offices in seven cities 
and remote sites in 31 others. Of the 11 counties in the pilot program, SOAR has a field office in 
six of them, and remote sites in the other five. SOAH will be carefully monitoring its space 
needs as the program proceeds . Ultimately, SOAH may need more hearing space, and perhaps 
office space, in one or more field offices. 

B. Systems and Programming Changes. Two of SOAB's major systems and programs 
may require replacement or reprogramng in the next one to four years, and it may be required 
to purchase new software, licenses, programming, or all three for a third that is owned by the 
Department of Public Safety and used by SOAH for the administrative license suspension cases. 

1. Timeslips. For many years, SOAR has recorded and tracked case-related time with 
Timeslips. It has served the agency well for the most part, but the agency 's needs have outpaced 
Timeslips' capabilities and design. It was an off-the-shelf product, and in the early years of 
SOAR's existence, it fit the agency ' s needs reasonably well. Over time, as SOAH's funding 
evolved into three methods of fInance, it tailored Timeslips to the extent possible to make the 
program useful and usable. However, three methods of finance applied to a system that was not 
designed for that kind of multiplicity have required programatic band-aids that are not ideal for 
a heavily-retied-on tim�keeping system or efficient from an operational perspective. 

In addition, Timeslips is becoming tecMologically more difcult and expensive to 
support. The newest version of the program does not work with SQL or Oracle databases, as a 
majority of other SOAH business applications do. To upgrade to the newest version would 
require a Paradox developer and Paradox database server. Paradox is, according to SOAH's 
information resources staf, an obscure database, and developers versed in it are rare. Also, 
Timeslips is largely binary, which limits SOAB's ability to extract data and to create custom 
reports . To make any changes at all requires a Timeslips consultant to modify the binary files. 

SOAB would like to purchase and implement a timekeeping system that will allow the 
integration of case-related time with agency-related timekeeping, i. e., work week hours, leave 
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time, and holidays. It has begun to research the available systems in an effort to identify one that 
will work for SOAH's uruque requirements. The ability to execute this plan, however, is 
dependent on the resources available to �d it. 

2. HARP. As mandated by an appropriations rider (currently, ruder 5), SOAR is 
required to submit a hearings activity report (HARP) to the Legislative Budget Board and the 
Governor twice a year.2 The rider requiring HARP first appeared in SOAR's appropriations bill 
pattern in the General Appropriations Act passed by the 7SllI Legislature in 1997. Originally it 
called for only the person hours and direct and indirect costs to be reported, but the reporting of 
other information has been added in the years since. 

The computer program written to produce HARP in many ways mirors the evolution of 
the rider. It was written for a smaller, less complicated environment than the one in which 
SOAl-I finds itself now. SOAR's programers have done an excellent job in adapting the 
programming so that the resulting report meets the rider's demands, but after approximately 15 
years, the HARP report and the W1derlying program need to be completely overhauled to meet 
the needs of the agency going forward. In addition, auditors from the State Auditors ' Office 
have recommended that SOAH revise HARP to allocate costs in a different and more detailed 
manner. In response, SOAH has agreed to endeavor to do so, contingent on available funding. 

3. Lotus Notes. The database for the administrative license suspension cases referred to 
SOAI-f from the Department of Public Safety (DPS) is Lotus Notes. The database js owned and 
controlIed by DPS, but SOAH's computers have to be able to interface with the application so 
that SOAI-I docketing staf can enter orders, continuances, dismissals. and other case-related 
information. In April 2012, DPS notified SOAR that it is researclring replacements for the Lotus 
Notes application. If DPS replaces Lotus Notes, SOAH will be required to invest in the 
applications or programing necessary to ensure continued access to and use of the 
administrative license suspension database. As of the writing of this strategic plan, SOAH has 
no information about the program DPS intends to install to replace Lotus Notes, so at this time, 
SOAR cannot estimate its own costs. 

C. Update on Electronic Filing System. In November 2011. SOAR's electronic filing 
system cases went live. The system is used only in general docket cases. Parties are able to fue 
case submissions electronically, and parties and the public may access non-confidential filings 
and ALJs' orders and proposals for decision (PFDs) at any time or hour via the Internet. Another 
component of the system envisions that SOAR will be able to issue PFDs and orders 
electronically. 

2 "By May l·t and November 1 II of each fiscal year, the State Office of Administrative Hearings (SOAR) sball 
submit to the Legislative Budget Board and the Govemor a report detailing hearings activity conducted during the 
prior two fiscal year quarters. The report shall inclicate in a format prescnoed by the Legislative Budget Board, for 
each agency served, the person bours allocated to the agency's cases and the cost, both direct and indirect, of 
conducting the hearings. The report shall also indicate in a format prescribed by the Legislative Budget Board, for 
each agency served, the number of cases received, tbe number of transcripts requested by the Administrative Law 
Judges, the number of cases disposed of, the number of administrative fine cases disposed of and the median number 
of days between the date a case is received by SOAR and the date the case is fInally disposed of, and any other 
information requested by the Legislative Budget Board during the reporting period." 
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SOAR does not plan to require that parties file documents electronically. There are still a 

significant number of people that appear before SOAR who have only limited, and in some 
instances, no access to computers and for whom a requirement ti).at documents be filed 
electronically would pose a hardsrup, or even a complete barrier, to participation in a contested 
case proceeding. Although SOAR believes in the efficiencies of the electronic system, it does 
not want to deny any access to anyone who is entitled to a contested case hearing. 

Under any circumstances, however, the implementation of this electronic system 
represents a noteworthy step for SOAR, for the parties who appear before it, and for the public. 
The system should be efficient and more convenient for parties and practitioners, and it will 
provide an entirely new level of access to non-confidential files for the public. 

II. Overview of Agency Scope and FUDctions. 

A. Statutory Basis. SOAR's duties and responsibilities are defined and set out in Tex. 
Gov't Code Chapter 2003, and most SOAH hearings are governed by the Administrative 
Procedure Act (APA), Tex. Gov't Code Chapter 2001. In addition, SOAR has procedural rules 
that apply in its hearings, much like the Texas Rules of Civil Procedure in the courts. SOAR's 
procedural rules are found at 1 Tex. Admin. Code Chapters 155, 159 and 165. 

B. Historical Perspective. SOAR was created in 1991 by the 72nd Texas Legislature. 
With six ALJs and three support staff, it began conducting hearings in April 1992, at fIrst only 
for agencies that did not have an individual employed solely to conduct contested case hearings. 
(Tex. Gov't Code §2003.021(b)(1).) 

Most significant events in SOAB's history have revolved around the integration of new 

or additional work. As mentioned above, almost every legislative session has transferred 
additional work to SOAR, and there have been a number of voluntary transfers, as well. Notable 
transfers include the hearings from the Comptroller of Public Accounts, Public Utility 
Commission (PUC), Texas Commission on Environmental Quality, Texas Department of 
Licensing and Regulation and the former motor Vehicle Division of the Texas Department of 
Transportation (now the Department of Motor Vehicles). SOAR hears the administrative license 
suspension proceedings from the Child Support Division of the Office of the Attorney General as 
the result of a voluntary transfer. Also, the 73rd Legislature established the administrative 
driver's license suspension program in the Department of Public Safety and provided that SOAH 
would conduct the hearings in that program. Finally, SOAH's alternative dispute resolution 
component has taken on increasing importance and work over the years. Not only does SOAH 
conduct mediations of contested case disputes, but it also hears cases under Tex. Gov't Code 
Chapter 2260 involving contract claims against the state. 

C. Function. SOAR's function is to hold contested case hearings and mediations in a 

neutral and independent forum. The ALJs conduct hearings, which are akin to trials before the 
bench in the courts, handle all pre- and post-hearing matters, and issue proposals for decision, or 
where authorized, final decisions . Mediations are a collaborative, as opposed to adversarial, 
process in which the parties have the opportunity to negotiate a settlement of the dispute with the 
aid of a trained SOAR mediator. 
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In its functions, however, SOAR does not directly regulate any entity, industry, 
profession or vocation. [t of course plays a vital part in the administrativ,e regulatory scheme, but 
its role is strictly that of the impartial tribWlal. 

D. Public Perception of SOAH. Although administrative law is not a well-known area 
of the law outside the administrative law bar or Austin, where the agencies are headquartered, 
the work performed by SOAR, and by the agencies and entities that ,refer cases to it, has an 
enormous public impact, far more than the public probably realizes. S OAH ALJs preside in 
hearings covering a wide range of subjects, including, for example, professional licensing and 
regulation of doctors, nurses, veterinarians, accountants, real estate agents, pharmacists, 
psychologi�ts, dentists, teachers, insurance agents, electricians, plumbers, air conditioning 
teclmicians and physical and occupational therapists; workers' compensation medical benefits; 
teacher and state employee benefits; child support; child abuse and neglect; elder care; financial 
and utility regulation; the payment of taxes owed to the state; and environment

' 
and natural 

resources. SOAR ALJs heard the competitive renewable energy zone (CREZ) cases referred 
from the PUC, which involved the siting of transmission lines to bring wind power from West 
Texas to Central Texas. Although there are parties to each dispute who are of course directly 
interested in and affected by SOAH's recommendation or decision, there may be innumerable 
others who will feel its impact, whether the issue is the proposed removal from medical practice 
of a doctor who has allegedly harmed patients, �e proposed siting of a landfill or a transmission 
line near a community, or the suspension of a person's driver's license because he or she is 
alleged to have been driving on the public roadway while under the influence of alcohol. 

"While the work that SOAR does has far reaching impact, it is very difficult to gauge the 
public's  perception of SOAR. Administrative law can be arcane and obscure until one has a 
reason to be involved with it. SOAR makes every effort to clearly explain its mission, its 
function, and what is expected of those .who appear before it via its website, informational 
brochures, and public presentations to interested groups, when appropriate. The new electronic 
interchange on which case documents in non-confidential cases are viewable by any interested 
person are an additional window into SOAR's work. That said, SOAR is and must always be 
mindful of its role as a neutral and independent tribunal, and it cannot be an advocate for any 
party in a dispute. It also canot provide legal advice to those who may seek it from SOAR 
about how to participate in a case. Therefore, SOAH balances the need to inform and 
appropriately assist with its role as the impartial fact finder. 

III. Organizational Aspects. 

A. Agency Structure. SOAH is headed by a Chief Administrative Law Judge (Chief 
ALl) who is appointed by the governor to a two year term with the advice and consent of the 
Senate. The current Chief ALI is the third in its history. SOAR does not have a governing 
board or commission. The Chief AU is the head of the agency in terms of governance and 
policy and its executive director in charge of day-to day operations. 

The core executive group is comprised of the General Counsel, Assistant for Direct 
Hearings Support, Chief Operating Officer, Human Resources Manager and Information 
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Resources Manager, all of whom report directly to the Chief ALl. The General Counsel is 
responsible for legal affairs, rulemaking, public information and external comrnurucations, and 
assists the Chief ALJ with legislative matters . The General Counsel als,O supervises the hearing 
teams and provides support to and supervision of the team leaders. 

The Assistant for Direct Hearings Support coordinates the functions of S OAR's 
Docketing and Legal Services sections . The Chief Operating Officer directs fiscal operations, 
oversees facilities management (including planng for and procurement and management of, 
adequate leased office space and space in state-owned buildings in Austin and El Paso), and 
serves as the chief audit executive. The Human Resources Manager administers SOAH's 
personnel and benefits-related activities and serves as risk manager. The Information Resources 
Manager directs the inforrnation technology unit and guides al information technology and 
support matters for S OAR. (See Appendix B for SOAR's organizational structure.) 

The mission work of the agency is carried out through seven hearings teams: 
Administrative License Revocation and Field Enforcement; Alternative Dispute Resolution; 
Economic; Licensing and Enforcement; Natural Resources; Utilities; and Tax. Each team is 
headed by a team leader and is responsible [or the cases assigned to the team by subject matter. 

Each ALl is assigned to a home team and two or three others. Except for Tax team 
members, who hear only cases referred from the Comptroller of Public AccoWlts, each ALl is 
cross-trained and is expected to be able to preside professionally and ably in any hearing, even 

one for a team to which he or she may not be formally assigned. Each team, except the Tax 
te� handles cases referred from mUltiple agencies. All teams hear matters involving broad and 
complex issues and handle voluminous caseloads. 

B. Geographical Location. SOAR serves all of Texas and all of its citizens. S OAH is 
headquartered in Austin. It has ful1y-stafed field offices in Corpus Christi, Dallas, El Paso, Fort 
Worth, Houston, Lubbock, and San Antonio . It also holds hearings in 3 1  remote hearing sites 
around the state; they are used primarily for ALR hearings . These remote sites are not SOAR 
offices and are not stafed by SOAH employees, but are locations made available at no, or 
minimal, charge to SOAH by local governments or entities for regular periodic dockets of 
hearings. 

C. Human Resources. SOAR's greatest strength is its dedicated staff. It curently has 
1 0 8.5 FTEs, 55 of whom (not counting the Chief ALl and General Counsel) are ALJs. The 
ALJs, Chief ALJ, and General Counsel are attorneys; they are required by statute to be licensed 
to practice law in Texas. (Tex . Gov't Code § 2003 .041 (b) .) 

SOAR's twnover rate in FY 201 1  was 8.9 percent against a statewide rate of 16. 8  
percent. Including interagency transfers, its rate was 1 0 .7 percent, the statewide rate 1 7.7  
percent. SOAH's employees, al l told, have been with the agency for rune years, on average, and 
the ALl s have an average tenure of ten years, half the life of the agency . At the end of FY 20 12, 
33 ALJs, including the Chief ALJ and General Counsel, will have been with the agency for ten 
years or more . SOAR benefits immeasurably from this deep reservoir of experience and 
institutional knowledge, and its management regards as one of its top priorities the fostering and 
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tending of a workplace culture that is respectful and col legial and a physical environment that is 
pleasant, so that employees will want to continue to have good and meaningful careers here. In 
addition, SOAB makes efforts to provide work/life balance to its employees by offering flex 
time, compressed work weeks, and teleworking options. 

Training and staff development are important components of SOAR's ability to maintain 
an experienced and motivated workforce. The ALJs can attend seminars produced by the State 
Bar of Texas and law schools at no or reduced cost. However, because the ADs work blends the 
law, legal writing. and judicial presiding skills, relevant specialized training is not available in 
the broadly-based seminars to which SOAH has ready and inexpensive access. SOAR hoped to 
be able to begin to make some more AU-focused seminars and continuing education 
opportunities available to the AUs in 20 1 0  and 20 1 1 , such as Bryan Garner's writing classes and 
training through the National Judicial College. It was forced by the FY 201 0 - 201 1 five percent 
budget cuts to forgo this plan, at least for the near term. Quality training and development for 
the non-ALJ support staff can be difficult to find, but SOAR continues to look for them and to 
provide those opportunities when possible. 

SOAR continues to work toward achieving a diverse workforce. PostIDgs for vacant 
positions are placed on Work In Texas, the state's employment portal, and with the career banks 
of the Texas law schools. Also, SOAR has internship programs with the law schools at Texas 
Tech University, the University of Texas, and Baylor University. Qualified law students from 
these schools intern at SOAR for course credit, gaining experience in and knowledge of 
administrative law. SOAH hopes that these programs will promote awareness about careers in 
administrative law, which ultimately win broaden the bar from which most applicants for ALl 
positions come. Appendix E sets out in detail SOAR's workforce plan and details about its 
racial, ethnic and gender composition� 

D. Capital Assets . SOAR's capital needs are related to technology and are necessary to 
accomplish the daily work of the agency. The agency does not own any vehicles, and its Austin 
and El Paso offices occupy state-owned space. All other SOAR offices are in leased space. 
(The remote sites mentioned above are not SOAH offices . The use of those sites is gratis or at 
nominal cost to SOAH). 

E. Agency Use of Historically Underutilized Businesses. SOAR's procurement 
practices reflect a good faith and successful effort to achieve the goal of maximizin 
opportunities for HUB businesses to participate in the state procurement process. SOAR has a 
strong history of HUB usage, generally meeting or exceding its HUB targets in categories in 
which it makes purchases. 
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Fiscal Year 2011 HUB Progress Report 

Pro curement Total HUB $ Percent Statewide 

Category 
Total $ Spent 

Spent (Annual) Goal 

Special Trade $695 $0 $0 57.2% 

Professional Services $26,990 $0 $0 20.0% 

Other Services $228,136 $1 7 1 ,423 7 5 . 1 4% 33 .0% 

Commodities $140,21 0 $ 1 02,326 72.98% 1 2 .6% 

Actual = % spent with HUBs from HUB Report 
Goal = Strategic Plan HUB Goal 
N/A = No expenditures in this category 
0% = Expenditures in this category but no payments to HUBs 

In addition, SOAH explores opportunities to identify HUB vendors. HUB information, 
including the HUB certifi cation application, the subcontracting plan, and information about the 
mentor/protege program, is included with all invitations for bids . SOAR refers to the Texas 
Procurement and Support Services bidders and HUB lists for purchases and sends notification of 
bid opportunities with SOAR as they arise. Subject to budgetary restrictions, its purchaser 
attends HUB forums when and where practicable at which new vendors are given the 
applications for HUB certification, and SOAR participates in HUB workgroups that include 
updates from vendors about HUB regulations. It has established a mentor/protege program and 
has reached out to potential mentors and proteges about participating in it. The transcriber 
SOAR uses for hearing transcripts is a mentor in the pro� and SOAR is searching for an 

accompanying protege. SOAR's planng elements for its use of HUBs are shown in Appendix 
G. 

F. Key Organizational Changes . SOAR's leadership has been remarkably stable and 
continuous since its inception. The curent Chief ALJ is only the third in S OAR's history, taking 
office on July 1 ,  2008. That change is the most significant recent organ izational change for 
SOAH. 

G. Us e and Anticipated Use of Consultants. SOAR does not use consultants and does 
not anticipate using them. 

IV. Fiscal Aspects. 

SOAR has four methods of fInance: a general revenue appropriation to fund hearings 
referred by specific agencies; interagency contracts by which other agencies pay SOAR on either 
an hourly or lump sum basis for the hearing work; a direct appropriation of State Highway Fund 
006 to conduct the administrative license suspension hearings referred by the Department of 
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Public Safety; and appropriated receipts, an in-and-out item used, principally, for transcripts for 
appeals of administrative license suspension decisions, but also for reimbursements for copies of 
documents and hearing recordings. 

SOAH's appropriation for the 20 1 2-20 1 3  biennium was as follows : 

General Revenue Fund 
State Highway Fund No. 006 
Interagency Contracts 
Appropriated Receipts 

TOTAL 

$ 3 ,305,957 
3,239,763 
3,545, 1 8 7 

 

 

$ 3,299,539 
3 ,239,763 
3,545, 1 87 

 
 

The general revenue and Fund 006 appropriations are invaluable to S OAH because they 
provide funding certainty and stability critical to the agency's ability to car out its mission. 
From a broader policy perspective, they also eliminate any appearance or perception that may 
result from a construct in which SOAR, a neutral and independent forum, bills and receives 
funds from agencies that are parties to the cases those agencies refer to SOAR. As a matter of 
funding, the interagency contract piece also bas been very important, as recent Legislatures have 
given SOAR the flexibility to meet certain identified needs (e.g. ,  the electronic filing system; 
additional FTEs if waranted) with interagency contract reimbursements. It would not be 
SOAR' s preference to be funded again entirely by interagency contract reimbursements, as when 
the agency was fIrst established, because reimbursements vary, sometimes significantly, from 
year to year, but the method of fInance has proven to be a very valuable element of SOAR's 
funding. In the fInal analysis, the three major methods of finance have combined to work well 
for SOAR, providing critical stability along with flexibility. 

SOAR does not collect or receive federal funds. 

With the exception of the filing fees associated with the appraisal review board appeals, 
which are new to SOAR with the pilot project, SOAR does not collect fees, either of its 0'Nn or 
for or on behalf of any other agency. From time to time, SOAR is asked whether it charges a 
filing fee for cases referred to it similar to the filing fee required to file a lawsuit at the 
courthouse. It does not have, and never has had, the authority to do so . Although SOAR of 
course could and would implement any authority the Legislature would give it in this area, it 
respectfully notes that, unlike the situation in which a person or entity aftively wishes to 
avail itself of the remedies available through the constitutional courts, and thus could be 
expected to pay a filing fee to file an action, the administrative process is different. In the 
administrative process, private participants are usually responding in some way to an action 
taken or proposed by an agency or governmental entity, e.g. , a respondent in a licensing matter, 
and they are entitled by statute to a contested case proceeding. SOAR is not certain the interests 
of justice would be served if a filing fee were required to access that proceeding before SOAR. 
In addition, from a practical perspective, assessing any filing fee in all or most SOAR cases 
would probably require additional accounting and billing staf. 
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It is diff cult to compare S OAR's budget with that of central hearing panels in other 
states. The law governing those panels varies from state to state, as does the work required of 
the panels, the size of tbe offices, and the composition of llie workforces. 

SOAR's budget is always a priority for the agency and will almost certainly be so in the 
next two biennia. The agency's work is labor intensive, and salaries comprise approximately 85 
percent of SOAH's budget. The workload composed of the workers ' compensation stop-loss and 
DFPS hearings, and potentially by the appraisal review board appeals, will require SOAR to 
have sufcient resources, personnel and otherwise, to handle that work, along with the rest of its 
work, in a timely and excellent fashion 

V. Service Populati on. 

S OAR's most direct selVice population is the attorneys and parties who appear in 
hearings and mediations. From a broader perspective, because of the nature of its work and the 
great range of professions, industries, and subjects regulated by the agencies that refer cases to 
SOAR, SOAR selVes all citizens of Texas. 

VI. Technological Developments. 

SOAR places enonnous reliance on technology to conduct daily operations. AU 
employees use desktop computers for document drafting and production, email, and access to 
agency databases and the Internet. SOAR's offices are networked so that employees in the field 
offices have the same capabilities and access as are available to those in the Austin office. 
Because they are in such constant and heavy use, the computers are on a four year replacement 
cycle. 

As noted in Section I .e, SOAH implemented its electronic filing system in November 
20 1 1 . A part of this system includes an interchange in which all filings, including the ALJ s 
PFDs and orders in non-confidential cases are placed . These case files are viewable via the 
Internet so that anyone interested in seeing them will be able to do so at any time. The system 
also contemplates that SOAR will be able to issue PFDs and orders electronically. The e filing 
system is convenient and efficient, and SOAH believes it has enhanced the understanding and 
transparency of the agency' s work. 

VI. Economic Variables. 

Recent budget reductions taken in response to the economic downturn may have had an 
impact on the referring agencies' ability to refer cases to and to try cases at SOAR, as reflected 
by fewer numbers of cases referred in the immediate aftermath of the reductions. 

For SOAH' s part, it made budget reductions without having to impose a reduction in 
force. It is conunitted to fineting further efficiencies in its work and processes where they are 
possible in order to meet any further budget reductions while continuing to perfonn its mission 
with excellence in both quality and quantity. However, further reductions, in whatever fonn they 
take, have the potential to affect SOAR's ability to produce the volume of work at curnt levels 
in all areas of the agency, which does not take into account additional work that may result from 
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the appraisal review board appeals, from the potential remand of the workers ' compensation 
sto�-loss cases, from the referrals of the backlog of DFPS cases, or .from any additional work the 
83r Legislature might transfer. . 

VIII. Impact of Federal Statutes and Regulations. 

SOAH ALJs can be called upon to apply or interpret federal law or rules in some types of 
hearings, e.g., those relating to environmental, utility, and tax law, and some education and 
nursing home-related cases. However, these laws and rules do not have an impact on SOAR; 
they are simply the applicable laws or rules that must be addressed in the context of the contested 
case hearings, just like the state laws and regulatjons. In its opeI1l-tion and administration, SOAR 
complies with applicab!e federal law, e.g., the lal)or and employment laws. 

IX. Other Legal Issues. 

SOAR is usually not a party to appeals of either the referring agency's final order in the 
general docket cases or the SOAR final decisjons in the administrative license suspension cases. 
(It has no reason to be, and should not be, a party. By analogy, when a district court judge's 
judgment is appealed, the judge is not a party to the appeal .) However, it watches the 
jurisprudence arising out of the contested case process with interest because it is the body of law 
that informs both SOAH's work and the work of the referring agencies. 

X. Self-Evaluation and Opp ortunities for Improvement. 

SOAR is like the courts in that the subject matter of the cases that come before the AUs 
varies widely from day to day. Issues in the hearings span the gam ut of regulatory and 
administrative activity. Like constitutional court judges, the ALJs are required to work with and 
be knowledgeable abou t an assortment of laws and rules, to preside over hearings in which 
parties may appear pro se or with sophisticated counsel, and to make recommendations about 
issues afecting lives, livelihoods, and investments worth thousands or even millions of dollars. 
It is meaningful and worthwhile work, and SOAH is aware that it must be done well and in a 
timely

' 
fashion. Because it understands that it is a steward of the state's resources, S OAR 

constantly looks for efficiencies and economies of scale while being mindful that the quality of 
the legal work it produces must be and remain paramount. 

SOAR is fortunate that many of its employees have been with the agency for a number of 
years and have valuable institutional knowledge and subject matter expertise. In addition, ALJs 
joining SOAR most recently have learned quickly and enthusiastically about the role and the 
duties and responsibilities of a SOAH ALJ and have been integrated in extraordinary fashion into 
the agency's work. Overall, SOAH is positioned well for the future by having a strong corps of 
knowledgeable and experienced ALJ s and staf who can carry the agency forward. 

SOAR is proud to serve as the state' s administrative tribunal, and it is intentional every 
day about perfonning its mission with excellence, integrity and professionalism. 
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STATE OFFICE OF ADMINlSTRATIVE l-ilARJNGS 

AGENCY GOALS AND MEASURES 

Goal 1 :  Provide for a fair and efficient administrative hearings process. 

Goal 2: Indirect administration. 

Appendices C and D contain SOAR's objectives and outcome measures. 

TECHNOLOGY RESOURCE PLANNING 

S1RA TEGIe PLAN 

As noted earlier in this plan, SOAR relies heavily on computers to conduct its business 
and anticipates that that reliance will continue for the foreseeable future. 

Al employees have either a desktop or a laptop computer, and al computers are 
networked with the SOAR system. Because they are used daily, constantly, and heavily, the 
desktops are on four-year replacement cycle . The ability to maintain the cycle, however, is 
dependent on available funds. 

The most significant activities undertaken by SOAH's Information Resources (JR) 
Department during the past biennium involved enhancement of existing and development of new 
applications, PC and server upgrade and installation, firewall upgrade, virtual private network 
access, and improvement of network infrastructure. As with previous system upgrades, IR 
cloned all new pes from a master image stored at the home office, and monitors most 
application installations from management pes in the IR Department . The result of these 
upgrades has been a tremendous savings in support hours, fewer help desk calls, and greater user 
satisfaction and productivity. 

The IR Department is implementing network optimization to increase data-transfer 
efficiencies across SOAR's wide-area network to the field offices, along with security strategies 
to mitigate the risk and maximize the benefits. Optimization will anow SOAH to increase 
productivity and lower yearly operating costs. In recent years, the rapid growth of digital data, 
and the concomitant need to store and protect it, growing exponential bandwidth demands, and a 
growing threat to government networks have presented a need for wide-area network 
optimization. This infrastructure enhancement will help ensure secure cost",effective delivery of 
end-user services . Optimization of network hardware offers the increased flexibility and fluidity 
to increase bandwidth as needed and for future expansion as required . It allows traffic-shaping 
techniques to be implemented to control data flow for specific applications. This allows far more 
flexibility over the wide-area network. Traffic shaping and optimization will also allow the 
ability to prevent one protocol or application from monopolizing or flooding a field office link 
over other protocols required by the agency. Shaping traffic options on a per-user and per
application basis are vital to the future security strategy of a government agency. These network 
resources can then be managed remotely and optimized across the state by SOAR administrators, 
which will lower total cost of ownership and increase efficiency while maintaining a seamless, 
high-quality user experience.  

. 
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STATE OFFICE OF ADMINISTRATIVE HEARINGS STRATEGIC PLAN 

The IR staff works .constantly to mruntain and improve network security. It updates 
SOAR's fIrewall security rules and policies and regularly applies security software updates to 
stay ahead of curent threats. SOAR maintains stringent password policies to help prevent 
unauthorized access to SOAR's infonnation technology resources. 

Technology or technology related challenges include balancing limited resqurces with 
continuing cost increases for infonnation technology products and services and identifying low
cost training and free online portals for the IR staff so that they may stay abreast of an ever
changing fIeld. 

REPORT ON CUSTOMER SERVICE 

As required, SOAR submitted a separate Report on Customer Service on May 1 1 , 201 2. 
Seventy�nine percent of respondents indicated overall satisfaction with SOAR. The report is 
posted on SOAR's website at ww.soah.state.tx.us. 
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APPENDIX A 

STRATEGIC PLANNING PROCESS AND TIMETABLE 

Strategic Planning Group 

Cathleen Parsley, Chief Administrative Law Judge 

Linda L. Duncan, Chief Fiscal Officer 

Anthony Gray, Infonnation Resources Manager 

Pamela Wood, Human Resources Manager 

Key Contributors 

Amy L. Bumpus, Executive Assistant to the Chief AU 
Mayra Diaz-Rodriguez, Budget Analyst 

Susan Gage, Docketing Manager 

Valerie Woehl, Purchaser and HUB Coordinator 

Planning Process and Timeline 

March 29, 20 1 2  - Chief AU and CFO reviewed strategic plan instructions; plan assignments 

made 

April 19, 201 2 - Proposed changes to SOAR's performance measures submitted to LBB 

and GOBPP 

June 1 , 20 1 2  - Customer service report submitted to LBB and GOBPP 

June 8, 2012 - Draft of strategic plan submitted to Chief AU. 

June 20, 2 0 1 2  - Strategic plan flnalized. 

June 21,  2012 - Strategic plan submitted to LBB, GOBPP, et af. 
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APPENDIX B 

STATE OFFICE OF ADMINISTRATIVE HEARINGS 
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APPENDIX C 

STATE OFFICE OF ADMINISTRATIVE HEAlGS 

PROJECTED OUTCOMES 
(BASED ON EXISTING STRATEGIC PLANING AND BUDGET STRUCTURE) 

FISCAL YEARS 2010-2014 

OUTCOME 2010 2011 2012 2013 

Percentage of Participants 
Surveyed Satisfied with 82% 82% 82% 82% 
Overall Process 

Percent Administrative 
License Revocation Orders 84 .95% 84. 95% 84.9 5 %  84.95% 
Affinned on Appeal 

Percent of SOAR 
Administrative License 1 .73% 1 .73% 1 .73% 1 .73% 
Revocation Orders Appealed 

Percent of Proposed Tax 
Decisions Issued within 40 100% 1 00% 1 00% 1 00% 
Days of Record Closing 

Percentage of ADR Cases 
99 . 1 %  9 9 . 1 %  99. 1 %  9 9 . 1 %  

Successfully Granted 

C- l 

2014 

82% 

84.95% 

1 .73% 

1 00% 

99. 1 %  
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APPENDIX D 

STATE OFFICE OF ADMINISTRATIVE HEARINGS 
PERFO RMANCE M EASURES AND DEFINITIONS - FISCAL YEARS 2014/2015 

01 
01 
01 

Provide for a Fair aod Efficient Administra tive Hearings Process 
Ensure that All Hearings are Conducted in B Fair and Impartial Manner 
Conduct  &   for Decisions  and Final Ord ers 
Average cost per Case 

  

Measure Definition : This calculated measure is based on all hearings for all agencies except ADR proceedings. 
PurposefIm po rtance: This measure is an indicator of SOAR's cost on average for a hearing and an indirect 
indicator of efficiency. 
Data Source : Billing time entries, General Docket and ALR databases, SOAR's accotmting system which tracks all 
expenses by type (Le., Dlrect, fndirect or Administrative). 
Methodology: The total costs from SOAH's Hearing Activity Report (HARP) for the related time period, less the 

total costs related to AD. divided by the total number ofnon-ADR cases worked, results in the average costs per 
case (General Docket - i.e., non -ADR). Non--cumulative. 
Data Limitations: Tils measure is dependent upon the number of cases referred by agencies and doUars spent. 
The calculation is a simple average and does not consider the varying complexity of the cases. 
CalculatioD Type: Non-cumulative 
New Measure: N 
Desi red Performance: Lower than target 

Efficiency 
01-0 1-01 .02 

Average Number of Days from Close of Record to Proposal fOT Decision (PFD) 
Issuance - Major Hearings 

  

Measure Defin it ion:  The date the record closes on a "major" hearing, which is a bearing exceeding seven hours. 
and the date the PFD or fina] order (see note) is issued, are both recorded in the database. The number of days 
b.etween these two dates is calculated. 
Note: In some cases, SOAR is authorized to issue either a final Order on the merits or a summary suspension order 
(e.g., in certain cases heard for the Division of Workers' Compensation of the Texas Department of lnsurance and 
the Texas Lottery Commission). SOAR tracks these final decisions and/or sumary suspension orders as "PFDs 
Issued. " 
PurposelImportance: This measure monitors the amount of time for issuance of an ALJ decision in certain cases 
once the record has closed. 
Data Source: AUs, Docket Change forms, and SOAH' s Case Management System (CMS). 
Metbodology: A report is generated from the database (CMS) that calculates the total number of calendar days 
from close of record to issuance of the Proposals for Decision (PFD) or final Orders for all "major" bearings during 
the reporting period, and divides this number by the total number of PFDs or final orders on such cases. The 
resulting number is the average Dumber of days from the date the record closes to the issuance of a PFD. 
Non-cumulative. 

Data Lim itations: N/A 
Calculation Type: Non-cumulati"e 
New Measure: N 
Desired Perfo rmance :  Lower than target 

D-J 



Efficiency 
01-01-0 l .03  Average Time to Dispense of a Case (Median Number of Days) 

  

Measu re Definitio n;  The number of days between the date that the case is received by SOAR and the day tbat 
the case is fmally disposed. 
Purpose; This measure provides an indication of the efficiency of the administrative hearings process . 
Data Source: AUs, Docket Change forms, and SOAH's Case Management System (eMS). 
Methodology: A report is generated from the database (CMS) that counts, for each case, the number of 
calendar days between the date that the case is received by SOAR and the day that the case is finally disposed 
by SOAR during the reporting period, and calculates the median number of days for those cases disposed in 
the reporting period . Non-cumulative. 

Data Limitations:  This measure is partialy dependent upon whether the parties are ready to immediately 
proceed to hearing or request continuances. It is also impacted by interlocutory appeals to district court or to 
agencies which delay the process. 
Calculation Type; Non-cumulative 
New Me1lsure: N 
Desired Performa nce: Lower than target 

Efficiency 
0 1 -0 1-0 1 .04  Average Number of Days from Date of Request to Execution 

Measure Definition: SOAH records in the database the date a completed Request to Docket Case form with 
all required documents is received and the date the requested action is executed. Requested actions include 
setting of hearing and assignment of ALI. To execute action on request for setting of hearing, the docket clerk 
confirms in writing a hearing date to the referring agency and enters the confmnation date into the database. 
To execute action on requests for ALJ assignment, the docket clerk notifies the appropriate team leader. The 
date the team leader receives notice of the asigwnent is then entered into the database. 
Pu rpose/Im portance: This measure provides an indication of the efficiency and timing of the administrative 
hearings process. 
Data Source: Request to Docket Case fOrID, AUs, and SOAR's Case Management System(CMS). 
Methodology: A report is generated from the database (CMS) that calculates the number of business days 
between the rece ipt of Request to Docket Case form and the date the actiou on the request is executed dwing 
the reporting period. This number is divided by the total number of requests executed to yield average number 
of days from the date ofrequesr to execution dwing the reporting period . Non-cumulative. 
Data Limitations: N/A 
Calculation Type: Non-cumuJative 
New Measure: N 
Desired Performance: Lower than target 

Efficiency 
0 1 -0 1 -0 l .OS 

 Average Work Days to Issue Proposed Tax Decision Following Record Closing 
  Measu re) 

Measu re Defin ition: This measure identifies the average number of working days following the close of the 
record that Tax Divis ion AUs took to issue tax PFDs. 
Pu rposelImporta llce: This measure captures the efficiency of the Tax Division AUs in issuing tax PFDs. 
Data Sollrce: Tax ALJs, Docket Change forms, and SOAR's Case Management System (CMS). 
Methodology: A report is generated from the database (CMS) that lists all Tax Division cases where PFDs 
were issued during the pertinent reporting period and, for each case listed, provides the date the record closed 
and the date the tax PFD was issued. The report computes tile number of days between the record closed date 
and the PFD issuance date for each case, and the sum oftbe days represents the total number of calendar days 
for all cases in the reporting period . The total number of calendar days is mu ltiplied by .667 to convert calendar 
days to working days. The value then is divided by the total number of cases to compute the average working 
days to issue tax PFDs. Cumulative. 
Data Limitations: N/A 
Calculation Type: Cumulative 
New Measure: N 
Desired Performa nce: Lower than target 
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Explanatory 
0 1 -0 1 -0 1 . 01  Number of Hours in Hearing (Including Prehearing Conferences) 

Measure Definition: This reports the total number of direct (General Docket and Administrative License Revocation (ALR») 
hearing hours reflected on time reports showing time spent in bearings (including pre-bearinglpost-hearing conferences) 

, 

during reporting period. 
'. 

Purpose/Importsnce: This measure serves as an indicator of SOAR's workload and ensures proper case management. 
Data So urce : Billing time entries, General Docket and ALR databases. 
Methodology: A report is generated from the General Docket and ALR databases for the total nwnber of hearing bOUTS for 
both type of dockets during the reporting period. Cumulative. 
Dats Limita tions: The measure is greatly dependent upon the number and complexity of cases referred by other state 

agencies. 
Calculation Type: Cumulative 
New Measure: N 
D esired Perrorma nce: Higher than target 

Explanatory 
0 1-01 -0 1 .02  Number of Hours Preparing Prehearing Orders, PFDs. and Final Orders 

Measure Definition: This reports the total number of hours reflected on timesheet reports showing time spent in preparation 
ofprehearinglpost-hearing orders and finaJ Orders for General Docket and ALR hearings. 
Purposc/Im portance: This measure is an indicator of a specific type ofnon-hearing time spent on cases by AUs, and, when 
authorized by interagency contract, paralegals and adm.i.nistrative assistants. 
Data Source: Bilg time entries, General Docket and ALR databases 
Method ology: A report is generated frODl the General Docket and ALR databases for the total number of hours spent in 
preparation of prehearinglpost-hearing orders, preparation of PFDs, PFD review" Research/Consultation, post-PFD services, 
and final Orders during the reporting period. Cumulative. 
Data Limitations: The measure is greatly dependent upon the number and varying complexity of cases referred by other 
state agencies. 
Calculation Type: Cumulative 
New Measure: N 
Desired Performance: Higher than target 

Explanatory  Number of Cases Received 
01-01-0 1 .03  Measure) 

Measure Defin ition : The number of cases that are referred by agencies to SOAR. 
Purposeflmportance: This measure tracks the nwnber of cases referred by other state agencies and serves as an indicator of 
SOAH's workload. 
Data Source: Request to Docket Case form and SOAH's databases (eMS and ALR). 
Methodology: A report is generated from SOAH's database (CMS and ALR database) that counts the total number of cases 
referred by other state agencies to SOAB during the reporting period. Cumulative. 
Data Li m itations: This measure is dependent upon the number of cases referred by other state agencies. 
Calculation Type: Cumulative 
New Measure: N 
Desired PerformaD(:�:  than  

 
      

01-01-0 1 .04 (Key Measure) 

Measure Defiuition : The Hearings Activity Report Process (HARP) system records all cases transferred to SOAH's 
jurisdiction and is used to count the number of agencies for which SOAR has docketed new cases; re-set previously docketed 
cases; held prebearings/post-bearings and/or bearings; andlor issued PFDs. 
Pu rpose/Importance: This measure serves as an indicator of the volume of SOAR 's customer base for its workload. 
Data Sou rce: Request to 'Docket Case form, Case Management System (CMS) and HARP  
Methodo logy: The total num ber of agencies served fOl' the reporting period is counted. Non-Cumulative. 
Data Limitatioos: This Dleasure is dependent upon j urisdiction changes, agency structural changes (Le., abolished, merged, 
consolidated) and legislation. 
Calculation Type: Non-cumulative 
New Measure: N 
Desired Perfo rm ance: Higher than target 

0.3 



Explanatory 
0 1 -0 1 -0 1 .05 

 Percent of Adopted Proposals for Decision OvertmnedlRemanded 

Measure Definition: Proposals for Decision (PFDs) are prepared after a bearing has been held and the record closed . The 
referring agency receives the PFD and its governing board or commission rules on the PFD. The respondent and/or tne 
agency has the right to appeal the decision to court. 
PurposeiImportance: This measure serves as an indicator of the number (stated in percent) of AU decisions adopted by 
referring agencies and then overturned or remanded by a district or county court. 
Data Source: A referring agency is requested to notify SOAR of any decisions overturned Or remanded by a reviewing court. 
Meth odology: A record of all decisions by a reviewing court reported to SOAB is maintained and recorded in the Case 
Management System (CMS). The number of agency adopted PFDs overturned Or remanded by court, as reported to SOAR, 
divided by the total number ofPFDs issued, multiplied by 1 00 (to present data in percentage format) calculates the 
percentage. Non - cumulative. 
Data Limitations: This measure is dependent on the referring agency notifymg SOAR of overturned/remanded decisions. 
Calculation Type: Non-cumulative 
New Measure: N 
Desired Performance: Lower than target 

Explanatory 
01  -Ol -D 1 .06  Number of Complaints Received Regarding Hearing Process 

Measure Definition: Total number of written fonnal complaints received by SOAR during the reporting period from 
referring agencies and/or outside parties, pertaining to the hearings process. 
Purpose/Importance: This measure serves to count the complaints received from individuals not satisfied with the hearings 
process. 
DatB Source: Referring agencies and outside patties. 
Methodology: Totai llumber ofwritlen complaints received by SOAR are co\DJted for the reporting period. Cumulative. 
Data L imita tions: This measure is dependent upon the participants filing a complaint with SOAR relating to the hearing 
process. In addition, it might also be dependent upon the ruling received by the participants (i.e., if an unfavorable decision 
was received, the participants might be more inclined to respond negatively). 
Calculation Type: Cwnulative 
New Measure: N 
Desired Perfo rmance: Lower than target 

Explanatory 
O l -D I -0 1 .07 

 Percent ofPFDs Changed, Vacated or Modified by Goveroing B oards 

Measure Definition:  A record is maintained in the Case Management System (eMS) of all PFDs issued. A record is also 
maintained of aU signed Orders returned to SOAR by referring agencies. 
Purpo!;e/lm portance: This measure counts the number (stated as percent) of decisions (non ALR) issued by an ALJ that are 
not upheld by a referring agency's governing board. 
Data Source: Referring agencies, ALls, SOAR's Case Management System (CMS). 
Methodology: A report is generated of agency orders returned to SOAR that reflect substantive changes to proposed findings 
or conclusions, or reflect that the PFDs have been vacated or modified by the governing boards and/or commissions. The 
Dumber of final Orders reflecting a cbange, modification or a vacating, divided by the total number of PFDs issued, 
multiplied by 1 00 (to present data in percentage format), yields the percentage changed, vacated or modified. Non 
cumuJative. 
Data Limitations: This measure is dependent upon the referring agency forwarding its board 's final Order for each bearing. 
Calculation Type: Non-cwnulative 
New Measure: N 
Desired Performance: Lower than target 
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Outcome 
0 1 -O 1 -0 l .0 1   Percentage OfParticipants Surveyed Satisfied with Overall Process 

 Mus u  

Measure Definition : "Overall process" includes al actions by SOAR, beginning with setting of hearing, continuing through 
the hearing and presentation ofPFD. 
Purpose/lmportance: This survey allows SOAR to receive feedback from hearing participants and to monitor the 
participants' overall satisfaction with the hearings process. 
Data Source: Survey 
Methodology: TaUy of responses to surveys returned by participants in bearings reflecting satisfaction with the overall 
process divided by the total number of responses received, multiplied by 1 00 (to present data in percentage format), yieldS 
the percentage. Non - cumulative. 
Data Limitations: Calculation oftrus measure is necessarily limited to the percentage of survey responses received. In 
addition, given the nature of SOAH's function as a quasi-judicial tribunal with winners and losers in each case, the receipt of 
some negative responses is expected. 
Calculation Type: Non-cumulative 
New Measure: N 
Desired Performance: Higher than target 

Outcome 

0 1 -0 1-0 1 .02 
 Percent of Administrative License Revocation Orders AfIrrmed on Appeal 

Measure Defin ition : Orders are issued by the ALR ALJ at the time of hearing. The parties have the right to appeal the 
decision to a county court at taw. 
Pu rposelImportance: This is an indication of whether AUs are issuing decisions that are upheld on appeal. 
Data Sou rce: SOAR maintains a database of al cases appealed and of the results of those appeals, as reported by the parties. 
Methodology: From this database, the number of Orders affined on appeal is divided by the total number of appellate 
decisions in the database, multiplied by 1 00 (to present data in percentage format), to calculate the percentage. Non 
cumulative. 
Data Lim itations: SOAR is dependent on tbe Texas Department of Public Safety to provide copies of the court Orders; 
therefore, the count may not accurately reflect the affirmance rate for all ALR appeals. In addition., appeUaie com decisions 
may not be consistent (i .e., what is upheld in one appellate court may be overturned in another). It is only when the disputed 
decisions are beard by the Supreme Court, that a final legal determination is effective statewide. 
Calculation Type: Non·cumulative 
New Measure: N 
Desired Performance: Higher than target 

Outcome 
0 1 -0 1·0 1 .03 

 Percent of SOAH Administrative License Revocation Orders Appealed 

Measure Definition: An ALR database maintains a record of alJ ALR Orders issued and cases appealed. This measure 
identifies the number (stated in percent) of Administrative License Revocation cases appealed. 
PurposelIm portance: This measure identifies the number (stated in percent) of ALR cases appealed. n is useful as another 
tool to monitor the effectiveness of SOAH's hearings process. 
Data Source: OrigioaJ final Orders are reported by ADs. Notice of appeaJs are filed by appealing parties. This information 
is recorded in the ALR database. 
Methodology: The number of Orders appealed divided by the total number of Orders issued, multiplied by J 00 (to present 
data in percentage format), calculates the percentage of cases appealed. NOD - cumulative. 
Data Limitations: N/A 
Calculation Type: Non-cumulative 
New Measure: N 
Desired Performance: Lower than target 
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Outcome  % of Proposed Tax Decisions Issued within 60 Days of Record Closing 
0 1-0 1-0 1 .04    
Meas ure Definition: This measure identifies the number (stated in percent) of Tax Division PFDs issued within 60 calendar 
days of the date the record closed. 
PurposelImportance: This measure is an indication ofthe timeliness of the Pl·Ds issued by the Tax Division ALJs for the 
Tax cases. 
Data Source: Tax Diyision ALls, Docket Change forms, and SOAR's Case Management System (CMS). 
Methodology: A report is generated from the database (CMS) that lists all Tax Diyision cases where PFDs were issued 
during the pertinent reporting period and for each case listed, provides the date the record closed and the date the tax PFD 
was issued. The report computes the number of days between the record closed date and the PFD issuance date. The number 
of tax PFDs that were issued within 60 calendar days is totaled and then divided by the total number of tax PFDs issued 

during the reporting period to compute the percentage of tax PFDs issued within 60 calendar days (equivalent to 40 working 
days). Cumulative. 

Data Limitations: nla 
Calculation Type: Cumulative 
New Measure: N 
Desired Performance: Higher than target 

��-6�_10 1 .01  Number of Hearings and Prehearings Held 

Measure Definition: The count of all prehearings/post-hearings and hearings (General Docket and ALR) held during the 
reporting period. 
Pu rposelImpo rtan ce: This measure is used to count the number of hearings and prehearingslpost-heanngs held by SOAR. 
Data Source: Billing time entries with events recorded for prehearings/posthearings and hearings, entered in the General 
Docket and ALR databases. 
Method ology: A report is generated from both databases (General Docket and ALR databases) with a count of 
prebearings/post-bearings and hearings convened during the reporting period. Cumulative. 
Data Limitations: This measure is dependent upon tbe number of cases referred to SOAH by other state agencies . 
Calculation Type: Cumulative 
New Measure: N 
Desired Perform ance:  than  

�1�6��1 . 02  Number of Rours Bil led (General Docket Hearings and ALR Hearings) 

Measure Definition : The tota] number of bours bi lled on cases for services provided during the reporting period is obtained 
through a report generated by SOAR's General Docket and ALR databases. 
PurposefImporiance: This measure tracks the amount of biled work performed by SOAR AUs, and, when authorized by 
interagency contract, paralegals or administrative assistants. 
Data Source: Billing time entries, General Docket and ALR databases. 
Methodology: A report is generated from the General Docket and ALR databases for the reporting period which calculates 
the number of hours biled. Cumulative. 
Data Limitations: This measure is dependent upon the amount of work referred to SOAH by other state agencies. 
Calculation Type: Cumulative 

New Measure: N 
Desi red Performance: Higher than target 

Output  Nwnber of Administrative License Revocation Orders Disposed 
0 1 -0 1-0 1 .03  Measu re) 

Measure Definition : All ALR cases disposed are entered into the ALR database and counted. 
Pu rpose!Importance: This measure serves as a means 10 determine the number of ALR cases disposed during the reporting 
period. 
Data Source: B illing time entries with a final Order event recorded in the ALR database. 
Methodology: A report is generated from tbe ALR database with a count of cases decided (i .e., disposed) during the 
reporting period. Cumulative. 
Data Limits tIODS: This measure is dependent upon the number of D WI arests resulting in a request for bearing at SOAR 
and the accuracy of the ALR database which is owned and contro lled by DPS. 
Calculation Type: Cumulative 
New Measure: N 

Desired Performance: Higher than target 
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Output 
0 1 -0 l-01 .04  Number of Administrative License Revo

.
cation Orders Issued 

Measure Definition: A count of aU Orders issued on ALR hearings is maintained in the ALR database. 
PurposelImportance: This measure is an indication of the amount of ALR work performed by SOAR. 
Data Sou rce: ALJs Billing time entries with events recorded in ALR database and Orders issued. 
Methodology: A repori is generated from the ALR database with a count of Orders issued during the reporting period . 
Cumulative. 
Data Limitations: This measure is dependent upon the number of DWI arsts resulting in a request for bearing at SOAlI. 
Calculation Type: Cumu lative 
New Measure : N 
Desired Performance: Higher than target 
Omput  Number of Cases Disposed 
0 1 -0 1 -0 1 .05   
Measure Definition : The number of cases for which SOAR transmits to the referring agency a Proposal for Decision or a 

fmal Order during the reporting period. 
Purpose/Importance: This measure indicates the number of cases disposed during the reporting period . 
Data Source: Docket Change Forms recorded in CMS (General Docket), ALJ Billing time entries with final Order events 
recorded in ALR database. 
Methodology: A report is generated from the databases (eMS and ALR) with a count of fInal Orders issued during the 
reporting period . Cumulative. 
Data Limitations: This measure is dependent upon the number of cases referred by other state agencies. 
Calcu lation Type: Cumulative 
New Measure: N 
Desired Performance:  than target 

Output  Number of Administrati.ve Fine Cases Disposed 
0 ) ·0 1 -0] '06   

Measure Def'mltlon: The number of cases disposed and transmitted to the requesting agency by SOAR d uring the reporting 
period, in which a Proposal for Decision or a final Order recommends or requires payment of an administrative fine. 
Pu rposelImporlance: This is an indication of the number of cases handled by SOAR involving the assessment of 
administrative flnes. 
Data Source: ALJs scbrnit a Docket Change form that is recorded in SOAH's Case Management System (CMS) . 
Methodology: A report is generated from the database (CMS) with a count of administrative fme cases as reported on a 
Docket Change form when a PFD or final Order is issued for the reporting period. Cumulative. 
Data Limitations: This measUTe is dependent upon the number of administrative fme cases referred to SOAH by other state 
agencies. 
Calculation Type: Cumulative 
New Measure: N 
Desired Performance: Higher than target 

�b�� 1 .07  Number of Requests for Continuances and Abatements Granted 

Measure Definition: SOAR records al1 requests for continuances or abatements that are granted in General Docket cases on 
a Docket Cbange form and this information is entered into the Case Management System (CMS). These same activities in 
the ALR program  are recorded in a separate ALR database when an Order granting a continuance aT abatement is issued. 
PurposefImpo rtance: This measure is used to see how many delays occur in the hearings process. It usually occurs upon a 
request from one or more ofllie parties. 
Data Source: ALJs, Docket Change forms, databases (CMS and ALR). 
Methodology: A report is generated from both databases (CMS and ALR) with a count ofall such requests (e.g., 
continuances or abatements) during the reporting period. Cumulative. 
Data Limitations: This measUTe is dependent on the number and merits ofrequests filed by the parties. For ALR cases, the 
first continuance is automatically granted by rule. (SOAH rules, Sec 1 59. 1 1 Continuances). The number of continuances 
recorded is system limited and the ALR database is owned and controlled by DPS, limiting SOAB's operational oversight. 
Calculation Type: Cumulative 
New Measure: N 
Desired Performance: Lower than target 
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Output 
0 1-0 1-01 .08  

Percent of Available AU Time Spent on Case Work 
  

Measure Definition: Amount of time recorded by ALJs working on cases as a percentage of total available time for ALJs to 
work on cases. 
PnrposelImpo rtaoce: To provide information on the utilization of ALI time. 
Data Source : ALJ billing time entries, ALJ leave timesheets, databases, (General Docket database, ALR database, Human 
Resources), USPS extract, and State Holiday schedule. 
Methodology: Detennine the maximum number of hours for time period by multiplying the total number of days in the 
period by 8 hours. Calculate total nwnber of weekend hours (8 hours per day) for time period and subtract this from total 
number of Hours for time period to determine total number of Work Hours for time period. Multiply total number of Work 
Hours for period by the percentage of employee's Full-Time status (%FTE) to calculate each Employee 's possible Iota] 
number of Work Hours for time period. Calculate total Hours of Leave Used for each employee during time period as 
reported to Human Resources. Total all Compensated (CTE) for time period reponed in HR database. Calculate total Billed 
Time (TBT) for time period for each employee as reported in the General Docket and/or ALR Databases . Multiplying the 
calculation of Total Billed Time! [(Workhrs+CTE) - (Special Project time + Training Time + Team Activities Time + Admin 
Tasks Time + Mgt Time + Leave Time)] by 1 00 to get percentage of Time Spent OD Case Work in percentage format. 
Data Limita tions: N/A 
Calculation Type: Non-cumulative 
New Measure: N 
Desired Performan ce: Higher than target 
Output 

 
. 

0 1 -0 1 -0 1 . 09 
Percent of Case Tune Spent on ALR Cases 

Measure Definition: The proportionate amount of total case time workeq by ALJs on ALR cases. 
PurposelImportance: This measure indicates how much of the ALJ workload is spent on ALR cases. 
Data Source: General Docket and ALR databases. 
Methodology: ALR time divided by al case time. Cumulative. 
Data. Limitations: N/A 
Calculation Type: Cumulative 
New Measure: N 
Desired .Performance : Higher than target 
Output 

 
. 

0 1 -0 1 -01 . 1 0 
Percent of Case Tune Spent on General Docket (Non-ALR) Cases 

Measure Definition : The proportionate amount of total case time worked by AUs on General docket (non-ALR) cases. 
PurposeJImportance: Thi.s measure ind icates how much of the ALI workload is spent OD General Docket (non-ALR) cases. 
Data Source: General Docket and ALR databases. 
Methodology: General Docket time divided by aU case time. Cumulative. 
Data Limitations: N/A 
Calculation Type: Cumulative 
New Measure: N 
Desired Performance: Higher than target 

Output 

 
Number of Proposals for Decisions Related to Tax Hearings Rendered by AUs 

0 1 -0 1-01 . 1 1  (Key Measure) 

Measure Definition: This performance measure seeks to identify the number ofproposal for decisions rendered during the 
reporting period. by ALls in SOAR's Tax Division. 
Pu rposelImportance: The purpose of this measure is to track the number ofproposals for decisions issued in contested tax 
cases. 
Data Source: Tax AJs, Docket Change forms, and SOAR's Case Management System (CMS) . 
Methodology: A report is generated from the database (CMS) that lists and totals the number of Tax PFDs issued dur.ing tbe 
reporting period Cumulative. 
Data Limitatio ns: N/A 
Calculation Type: Cumulative 
New Measure: N 
Desired Performance: Higher than target 
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Goal 
O bj ective 

 

01 
02 
01 

Provide for a Fair and Efficient Administrative Hearings Process 
Provide ao Opportu oity for Alternative D ispute Reso lutioo Proceedings 
Conduct Alternative   

Efficiency 
0 1 -02-0 1 .0 1  

Number of Cases Resolved through Alternative Dispute Resolution 

Measure Definition: This includes the number of cases that are resolved through mediation (i.e" by agreement oftbe parties' 

with the assistance of a mediator) and the number of final Orders issued in arbitrations, as weU as the number of any other 

matters resolved by the use of other ADR processes. 
Purpose/lmportance: This indicates the success of the ADR program. 
Data Source: ALJs, Docket Change form, SOAR's Case Management System (eMS). 
Methodology: A report is generated from Case Management Systems (CMS) for the total number of cases resolved by 
mediation and ADR processes for the reporting period, 
Data Limitations: Number of cases referred to ADR by AUs or state agencies. 
Calculation Type: Cumulative 
New Measure: N 
Desired Performance:  than  
Efficiency 
01-02·01 .02 Average Cost per Alternative Dispute Resolution Proceeding 

Measure Definition: this calculated meas\ITe is based on al ADR proceedings for all agencies (excluding proceedings 
conducted by TCEQ). 
PurposelIm portance: To illustrate cost effectiveness of the ADR process in comparison to the contested case process. 
Data Sou rce: ALJs, AlJ Billing time entries, General Docket database, SOAR's accounting system. 
Methodology: The total number of ADR hours from the activity report multiplied by the SOAH average costs per hour of 
work (without direct expenditures) results in the total ADR costs. The total ADR costs are then divided by the number of 
ADR proceedings for the average ADR costs per proceeding. 
Non-cumulative. 
Data Limitations: Number aod type of cases referred. 
Calculation Type: Non-cumulative 
New Measure: N 
Desired Performance: Lower than  
Efficiency  . 
0} .02-01 .03  

Average Number of Days from Date of Request to ExecutlOD for ADR 

Measure Definition: Requests for a1ternative dispute resolution/mediation (ADR) are received from a referring agency on a 
completed "Request to Docket Case" form or by an Order of an AU received through a Docket Cbange form. After receipt, 
they are recorded in the Case Management System (CMS). To execute action on a request for ADR, the docket clerk assigns 
the case to the ADR team leader. The docket clerk records the team leader's notification into CMS as either ADR or 
Mediation confirmation. 
Purpose/Im portance: This measure provides an indication of the efficiency and timing of the docketing process. 
Data So urce : Request to Docket Case form, AU written assignment of mediator, Docket Cbange fonn and CMS. 
Methodology: A report is generated from CMS that calculates the number of business days between the date the ADR 
request is received through either a Request to Docket Case form or a Docket Change fonn and the date the request is 
executed. This nlJIber is divided by the total number of requests executed to yield average number of days from the date of 
request to execution during the reporting period, Cumulative. 
Data Limitations : This measure is dependent upon the number of mediations requested. 
Calculation Type: Cumulative 
New Measure: N 
Desired Performance: Lower than target 

Explanatory 

 
Number of Alternative Dispute Resolution Cases Requested or Referred 

01 -02-0 1 .01   
Measnre Definition: All mediation or arbitration cases referred, excluding those cooducted by TCEQ. 
Purpose/Importa nce: This measure counts the number of ADR proceedings requested by parties or state agencies, or cases 
in which an ALJ suggests ADR and the parties agree to ADR. 
Data Source: ALJs, Request to Docket Case form. Docket Cbange form, SOAR's Case Management System (CMS). 
Methodology: A report is generated from the database (eMS) totaling the number of ADR requests received (e.g., requested 
or referred). Cumulative. 
Data Ljmitations: This measure is dependent on the number of ADR cases referred by an AL] or other state agencies. 
Calculation Type: Cumulative 
New Measure: N 
Desired Performance:  than  
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Outcome 
01-02-0 1.01  Percencage of Alternative Dispute Resolution Requests Granted 

Measure Definition: Percentage of requests for mediation and arbitration proceedings that are granted by the AUs. 
Pu rpose/Importance: This measure tracks the number of cases in which parties seek to resolve their disputes through 
mediation or arbitration and the request is granted by an ALJ. 
Data Source: AUs, Docket Change form, Case Management System (CMS) and ADR team leader. 
Metbodology: A report is generated from the database (CMS) with the total number of mediation and arbitration cases 
granted divided by the total number of mediation and arb itration cases requested during the reporting period, multiplie4 by 
1 00 (to present data in percentage format) to yield the percentage. Includes TCEQ requests whether conducted by SOAR or 
TCEQ. Non - Cumulative. 
Data Limitations: N/A 
Calcu lation Type: NOD-Cumulative 
New Measure: N 
Desired Performance: Higher than target 

Output 
01-02-0 1 .01  Number of Hours Billed to Alternative Dispute Resol�tion Cases 

Measure Definition: The total number of hours billed on ADR proceedings (excluding mediations in TCEQ cases conducted 
by TCEQ) . 
Purpose/Importance: This measure indicates the number of hours of SOAR's workload spent in ADR proceedings. 
Data Source: AUs, ALJ Biling time entries, and General Docket database. 
Metbodology: A report is generated frOlD the General Docket database that totals the number of hours billed on ADR events 
and/or cases for the reporting period. Cumulative. 
Data LimitationS'; This measure is dependent on the number of ADR cases referred as well as the varying complexity  
Calcula tion Type: Cumulative 
New Measure: N 

Desired Performance: Higher than target 
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APPENDIX E 

STATE OFFICE OF ADMINISTRATIVE HEARINGS 

FISCAL YEARS 2013-2017 WORKFORCE PLAN 

Strategic Goals and Objectives 

SOAR has one principal goal: 

Goal !  Provide for a fair and efficient administrative hearings process 

Objective Ensure that all hearings are conducted in a fair and impartial manner 

Strategy Conduct hearings 
.
and prepare Proposals for Decisions and Final Orders 

Objective Provide an opportunity for alternative dispute resolution proceedings 

Strategy Conduct alternative dispute resolution proceedings 

I. Business Functions. 

The critical business functions of the agency include: 

• Conducting Hearings; 
• Conducting Mediations and Other Alternative Dispute Resolution Processes; 
• Docketing; 
• Issuing Proposals for Decision; and 
• Processing of Administrative License Revocation Appeals. 

II. Anticipated Changes in Strategies. 

SOAH anticipates no maj or changes in its strategies that would significantly impact 
the agency's business and workforce. SOAR' s workforce requirements would be impacted by 
future legislation transferring additional jurisdiction to or from the agency. At this time, 
however, it is unknown what, if any, new jurisdiction might be transferred to SOAH in the 
future. 
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CURNT WORKFORCE PROFILE 

The statistical information provided in this section is based on data as of August 3 1 , 
20 1 1 .  SOAH's current workforce is comprised of approximately 1 1 3 employees; of those, 33 
percent are male and 67 percent are female. Out of the same population,  83 percent of the 
agency's employees are over the age of forty. SOAR has quite an experienced workforce, with 
67 percent of its employees holding greater than five years '  service , and 46 percent have 
worked for SOAH over ten years. SOAR recognizes the importance of the ethnic diversity of 
its workforce and continues to aim to maintain or surpass the diversity of the statewide civilian 
workforce. 

Table 1 ,  on the following page, is the Workforce Utilization Analysis for SOAR. The 
analysis  focuses on diversity in the workforce and allows the agency to evaluate the level of 
diversity within its workforce. It illustrates that SOAR has underutilization that should be 
addressed as vacancies become available in the applicable job category . In the categories of 
OfficiaV Administrator and Technical, the tmder-representation is a result of the low number of 
employees and low turnover in these categories. Over one-half (62.5) of SOAR's employees 
are in the "Professional" job category, and 55 cif those employees are ALIs. Although the 
agency's statis1ical information would indicate underutilization of African Americans and 
Hispanics in the statewide Professional j ob category, SOAR's utilization (three percent) is only 
slightly below the percentage of African Americans (four percent) represented in the 
Administrative and Public Law Section of the State Bar of Texas and is four percent higher 
than the Hispanic category. (See Attorney Statistical Profle for 2011 -2012 compiled by the 
State Bar of Texas Department of Research and Analysis .) 

The EEOC's Rule of 80 is used to detennine underutilization. Underutilization is  
considered statistically significant if the percent utilization in the state agency's  workforce is 
below 80 percent of that in the civilian workforce. To calculate underutilization, multiply the 
civilian workforc� percentage by 0. 8 to detennine 80 percent of the civilian workforce. If the 
resulting number is greater than the percentage in the agencies workforce for the same j ob 
category, then underutilization is identified. The ''percentage under" is the difference between 
80 percent of the civilian workforce and the agency 's workforce in that job category. The 
agency must increase the percentage of employees in that job category by the "percentage 
under" to alleviate underutilization. 

The majority of SOAH's employees have education beyond high school, with over 50 
percent having advanced degrees, as ALJs are required to be licensed attorneys . It is critical to 
the mission of the agency to recruit, hire, train and retain attorneys who possess the required 
education and experience to hear and manage the cases in SOAR's jurisdiction. The career 
plan for ALJs provides for recruiting and hiring at the entry level of the plan whenever possible 
and training these employees in-house, through regular training programs and mentoring by 
more experienced ALJs. This has enlarged the applicant pool, resulting in a more diversified 
group of applicants for posted ALJ positions. 
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Official! Administrator 

Professional 

Technical 

Protective Services 

Para-Professional 

Administrative 
 

Skilled Crafts 

Service and 
Maintenance 

Official! Administrator 

Professional 

Technical 

Protective Services 

Para-Professional 

Administrative 
 

Skilled Crafts 

Service and 
Maintenance 

TABLE t 
EEOC/SOAR Workforce Utilization Analysis 

AFRICAN AMERICANS 

State Civilian Workforce  SOAR Workforce Underutilization 

Number Percentage Number Percentage (% Under) 

1 06,634 7 . 5% 1 9% No 

1 70,7 1 1 9.7% 2 .  3% 4. 8% 

3 3,73 1 1 3 .9% 1 .25 80% No 

* * *  * * *  N/A N/A N/A 

• * oj< * * *  1 20 .0% No 

3 42, 1 29 12.7% 6 1 6% No 

79,794 6 .6% N/A N/A N/A 

457,73 0  
1 4. 1 %  N/A N/A N/A 

mSPANIC AMERICANS 

State Civilian Workforce  SOAR Workforce Underutilization 

Number Percentage Number Percentage (% Under) 

299,521 2 1 . 1 %  ° 0 . 0% 1 6. 88% 

329,852 1 8 . 8 %  7 1 1 % 4.0% 

65 ,59 1 27 . 1 % 0 0% 2 1 . 68% 

"' * If<  * * *  N/A NIA N/A 

* * '"  * * *  2 40% No 

8 57,995 3 1 .9% 1 3 .75 37% No 

5 59,232 46.3% N/A N/A N/A 

1 ,620,826 49.9% N/A N/A N/A 
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FEMALES 
State Civilian 

SOAR Workforce 
Workforce Underutilization 

Number Percentage Number Percentage 
(% Under) 

Official! Administrator 590, 1 1 0  3 7 . 5% 6 62.5% No -

Professional 1 ,067, 1 88 5 3 .3% 3 1 %  49.6% No 

Technical 142,563 5 3 . 9% 0 0 . 0% 43 . 1 2% 

Protective Services * * *  * * *  N/A N/A N/A 

Para-Professional   5 1 00 . 0% No 

Administrative 
1 ,905 ,766 67 . 1 %  33 .75 92% No 

 

Skilled Crafts 73,3 1 8  6.0% N/A N/A N/A 

Service and 
1,259, 1 40 39 . 1 %  N/A N/A N/A 

Maintenance 

*Statewide Civilian Worliforce statistics for Paraprofessional and Protective Services are no 
longer provided by DOL. 

I. Employee Turnover. 

Significant employee turnover impacts any organization, and SOAR is no exception. 
However, the agency has decreased its turnover rate significantly in recent years . During PY 
2007, SOAH's turnover rate was 9 . 3 5  percent, over eight percentage points lower than the FY 
2007 statewide average of 1 7.4 1 percent. The rate dropped significantly in FY 2008 to 4.45 
percent, again significantly lower than the statewide 1 7 .28 percent . Although the rate rose in 
FY 2009 to 8 . 83 percent, it remained much lower than the 14.45 percent statewide turnover 
rate . SOAR' s  turnover rate dropped drastically in FY 20 1 0  to 2.65 percent compared to the 
statewide average of 1 4 .57 percent. Although SOAR's turnover rose again in FY 20 1 1  to 
1 0 .67 percent, it was still much lower than the statewide average of 1 6 .85 percent. SOAH 
attributes the rise in its turnover to an increase in employee retirements. The foll owing graph 
compares the average SOAR turnover to that of the state over the last five years. The agency 
turnover rate includes interagency transfers, while the statewide rate does not. 

E-4 

• 

I 

II 

II 

I 

II 

I 

I 
I 

I 
I 

I 

I 



I 
I 
I 
I 
I 
I 
I 

I 
I 

I 

I 

I 

I 

I 
I 

I 

TURNOVER RATE - AGENCY TOTAL 

20.00% 

18. 00% 

16.00% 

14.00% 

12. 00% 

10.00% 

8 .00% __ State 

6.00% 

4.00% 

2 .00% 

0.00% 

2007 2008 2009 2010 2011 

II. Length of Service. 

The greatest percentage of employee turnover experenced in FY 2 0 1 1 was among 
employees with agency service of ten to fifteen years, with a turnover rate of 23 .53 percent. Of 
this group, five of the six departing employees retired from state service. The statewide 
average for this category was 8 . 94 percent. Both the "less than 2 years" and the "2 to 4 . 99 
years" brackets experienced a turnover rate of 10 .53 percent, compared to a statewide turnover 
rate of 35.60 percent in the "less than 2 years" and 1 6 .56 percent in the "2 to 4.99 years" 
categories. There was no turnover in the "5 to 9.99 years" group, compared to the statewide 
rate of 1 0 . 3 5  percent in that category. The rate of turnover for employees with more than 
fifteen years' service but less than twenty increased from no turnover in FY 20 1 0  to a rate of 
7 . 84 percent, compared to the statewide rate of 8 .39 percent. This category' s  turnover was due 
solely to employee retirements. This trend is expected to continue as more eIPployees reach 
retirement age. SOAR continues to provide meaningful training and to implem�nt retention 
strategies which will provide incentives to keep these more experienced employees . SOAR 
had no empl oyees with over twenty years' agency service in FY 201 1 .  The agency celebrated 
its twentieth annversary in FY 20 1 2 .  
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Length of Service related to Turnover and Agency 
VVorkforce, 8131/201 1  

SOAB State SOAH % State % 
Turnover Turnover Curent Current 

Rate Rate Workforce Workforce 
Less than 2 years 1 0.53% 3 5.60% 8 .44% 22 .9% 

2 � 5 years 1 0 . 53% 1 6.5 6% 25 .33% 25 .4% 
5 � 10 years 0% 1 0 .35% 20 .8 9% 27.8% 

10 � 1 5  years 23 . 53% 8.94% 22.67% 1 0.4% 

1 5  - 20 years 7 . 84% 8.39% 22.67% 7 . 8% 

III. Age. 

SOAR's turnover rate is substantially lower that -the statewide rate in all age categories. 
SOAR employs a much higher percentage of employees who are over forty years of age than 
the statewide average. 

Age related to Turnover and Agency Workforce, 
8/3112011 

SOAR State SOAR % State % 
Turnover Turnover Curent Curnt 

Rate Rate Workforce Workforce 
Under 30 25.0% 3 3 .7 1 %  3 .6% 1 5.7% 

30 - 39 years 6 .7% 1 7.32% 13 .3% 21 .5% 
40 - 49 years 2.9% 1 0 .84% 3 1 . 1 %  27 . 8% 
5 0  - 59 years 4.6% - 1 3 .70% 3 8.4% 25.8% 
60 - 69 years 43 .6% 23.27% 12 .2% 8.7% 

70 years or older 66.7% 27. 88% 1 .3% 0.6% 

IV. Percentage of Workforce Eligible to Retire w:ithin the Next Five Years. 

SOAR curently has approximately 46 employees (43 percent of SOAH's curent 
workforce) who will meet retirement eligibility requirements within the next five years . Of 
these employees, 33 (72 percent of those eligible) are AUs . While all areas of the agency are 
tikely to be impacted by retiring staff, the greatest impact will most likely be among the AUs. 
Over the next five years, retirement separations will become a critical issue because of the 
potential loss of institutional knowledge, key positions, and expertise due to the large number 
(4 7 percent) of curent employees with ten or more years of service with the agency. Many of 
the employees with ten or more years of service include the employees who parti cipated in the 
creation and establishment of the agency in its first three years of existence, and it i s  important 
to ensure that this knowledge and organizational experience is not lost. 
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Retirement Eligibility within Five Years 

• Eligible for Retirement 

• Not Eligible for Retirement 

v. Projected Employee Five-Year Turnover Rate. 

Based on the average turnover rate witlrin SOAR during the past five years, the 
proj ected turnover rate for the agency for the next five years is 7. 19 percent. Although 
SOAH's turnover rate is far below that of the statewide rate, the number of employees who will 
become eligible for retirement will most likely significantly increase the turnover rate. 

VI. Workforce Skills Critical to the Mission and Goals of the Agency. 

SOAH employs primarily five occupational categories : legal, information technology, 
hearings support, fiscal (accounting and finance), and human resources . Several critical skills 
have been identified that are vital to maintaining SOAR's ability to accomplish its mission. 
These skills include: 

• Inte gri tylHonesty 
• Case Management 
• Presiding Skills 
• Writing Skills 
• Customer Service 

Timeliness 
• Technical Expertise 
• Decision Making 
• Teamwork 
• Flexibility 

Management Skills 

Based on workforce analysis, SOAR personnel curently exhibit competence within the 
intermediate to advanced level in the occupational categories for most of the critical 
competencies. 
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FUTURE WORKFORCE PROFILE 

The demand for the services of the agency will remain constant or will grow in general 
relation to the population of the state unless legislative actions require a different administrative 
hearings process or transfer additional agencies or work to or from SOAR's jurisdiction. 

I. Futu.re Workforce Skills Needed. 

• Increased use of technology to provide public access to the hearings process) 10 

provide for more efficient filings, employee training, and reduced travel)· 
• Continued improvement in writing skills for non-ALl employees; 
• Quality management education for team leade.rs and non-ALJ managers,· 
• Improved technical training for agency staff as the agency updates its software ·and 

programs. 

II. Anticipated IncreaselDecrease in Number of Employees Needed to do the Work. 

Although retirements have affected the agency 's pool of institutional knowledge, no 
overall increase is expected in the number of authorized ful time employees (FTE) absent 
transfer of additi onal agencies or hearings. 

In. Functions Critical to the Success of the Strategic Plan. 

All of SOAH 's employees contribute to the success of the agency's mission. The 
following functions have been identified as those that are most critical to the accomplishment 
of SOAR's strategic plan. 

I. 

• Conducting Hearings; 
• Conducting Mediations,· 
• Docketing; 
• Issuance of Proposals for Decision; and 
• Processing of Administrative License Revocation Appeals. 

GAP ANALYSIS 

Anticipated Shortage of Workers or Skills. 

An analysis of the statistical data presented in this plan identify four areas requiring 
attention: 

• Dificulty in retaining administrative support staff; 
• Need to increase the dtversity of the agency,· 
• Needfor continued staf training and development,· and 
• Potential loss of knowledge, skills and abilities due to retirement. 
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Retention of current employees and recruitment of qualified future employees remain a 
priority for the agency. The agency is beginning to experience a direct correlation between the 
job categories with the highest turnover and those who are eligible for retirement. Those most 
likely to separate from the agency for reasons other than retirement are those in administrative 
support job categories as opposed to those in professional and management positions. 
However, it is important for the agency to prepare for key talent and knowledge drain when 

those eligible for retirement opt to leave SOAR. 

The Administrative Assistant category has consistently had a higher rate of turnover 
within the agency compared to other job classes. In FY 201 1 ,  SOAR's employee turnover rate 
in this category was 1 0 . 8 1  percent, a decrease of 0.5 percent. compared to the category ' s  FY 
20 1 0  turnover rate. Five administrative assistants (19  percent of this group) will be eligible for 
retirement within the next five years. Retaining these employees will maintain the efficiencies 
that could be lost while replacement employees are trained, and will assuredly benefit S OAR 
by continuing and maintaining the agency's institutional knowledge base. 

Gap Higher 1urnover in the administrative support category of employees 

Goal Develop a Human Resou!"(;es plan to improve recruitment, training and retention of 
admini�trative support employees. 

Rationale Development of a plan and implementation of improved recruitment methods, in-house 
training, and mentoring of new employees should give incentive to employees to seek 
advancement within the agency rather than leaving to find advancement. 

Action Steps · Continue to monitor success of the career ladder for Administrative Assistants 
· Seek out new sources of training and d evelopment to allow staff to develop and 

improve knowledge, skills and abilities 
· Cont inue to devise and implement new non-pay based retention strategies which 

create a culture conducive to increased longevity of current staff 
• Strive to maintain salaries that are competitive with those in other state agencies. 

SOAR must be prepared for the potential loss of knowledge, skils and abilities due to 
retirement of its employees. 
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Gap The potential for loss of knowledge, skills and abilities exists due to retirement of 
SOAR personnel.  

Goal Lessen the potential negative effect of retirement of experienced staf by recruiting 
highly qualified AU and support staff candidates and continuing to train clUTent staf 
in preparation of succession into more responsible positions. 

Rationale Training current staff for promotion into team leader and management positions will 
increase the qualified pool of employees who may move into those positions. 
Recruiting highly quali fied ALJ and support staff candidates will decrease the amount 
of time needed for training to bring the staf up to the level of competence needed for 
job success . 

Action Steps • Continue to seek out and recruit highly qualified ALl and support staff candidates 
through the use of the statewide Work in Texas tool as well as other recruiting 
sources 

• Continue to cross-tra,in AUs through the use of home teams and assignments 
with selected teams 

· Use management training resources to further develop management skills with in 
the agency management staff to allow succession into higher level management 

 

STRATEGY DEVELOPMENT 

I. Succession .Plan. 

SOAR continues to develop its plan to ensure continuity of leadership and knowledge 
in all areas. The agency has recognized the need for the transference of knowledge in mission
critical areas and has incorporated a system for ensuring that this knowledge is not lost. 
Factors that SOAH's management and human resources have considered during this 
development process include the need for replacement of key management and staff personnel 
who may be lost due to retirement or other turnover. To facilitate the transference of 
knowledge and provide for well-developed, qualified, ongoing leadership, the agency has taken 
the following steps: 

• Developed mentoring, coaching, and cross-training practices; 
• Designed Team Leader and Team Leader back-up positions to provide management 

train ingfor potential management candidates; 
• Implemented career ladders to allow for advancement from entry and mid-level 

positions; 
• Developed meaningful performance evaluations that help to identify potential 

management candidates; 
• Provided staff career development focusing on management skills; 
• Incorporated knowledge transfer processes; 
• Recruited highly qualified candidates to fill vacancies; and 
• Identified personnel with high potential for management success. 
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The success of continuity planning is greatly affected by an agency' s  rate of retention of 
highly qualified personnel with valuable skills. SOAR is committed tQ the retention of its high
perfonning staff and has implemented the following retention strategies: 

• Providing adequate salaries and merit increases when funds permit; 
• Making work culture and environment pleasant, supportive, and collegial; 
• Integrating staff development with career ladders,' 
• Requiring meaningful performance reviews; 
• Providingflexible work hours; 
• Teleworking; 
• Recognition progra.ms; 
• Promotion of state benefits; 
• Providing an Employee Assistance Program (whenfimding permits); 
• Development of employee wellness initiatives,' and 
• Agency support of worklife balance. 

Executive support of the agency' s  succession plan will ensure that highly qualified 
employees will be prepared to transition into leadership and mission-critical po sitions in the 
future. 
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APPENDIX F 

EMPLOYEE SATISFACTION SURVEY RESULTS 

Although SOAR has been a regular participant in the Survey of Employee Engagement 
(fonnerly the Survey of Organizational Excellence) for many years. budgetary constraints 
prohibited the agency from participating this year. However, SOAB was able to gather 
infonnation which management believed would give valuable input regarding employee 
concerns by purchasing a short-tenn subscription to an online survey service at a substantial cost 
savings. The agency asked questions that were available in the template designed for employee 
satisfaction surveys as well as questions that were developed especialy for SOAR. 

SOAR's response rate of 55 percent this year was lower than that for prior surveys. 
Although S OAR would have preferred a higher response rate, the curent survey format allowed 
employees an opportunity to submit their individual concerns without the limitations that are 
inherent in surveys that only allow for answering questions within a set range of ranking choices . 

The survey questions were focused on the employees' views of their work environment 
and conditions; communications within the agency and with outside organizations; performance 
of meaningful work; relationships with supervisors and colleagues; workllife balance; supervisor 
and coworker support; and stress, work pressure, and burnout. 

The average of the responses to the nine questions relating to overall job satisfaction 
reflects that 75 percent of participants were either satisfied or strongly satisfied with the SOAR 
work experience as a whole, 1 2  percent were neutral, and only 1 2  percent were either dissatisfied 
or strongly dissatisfied. 

The culture and workplace environment of an agency are always important, but it is 
particularly important to SOAH's management that employees are content with their overall 
work experience. We believe that the consistently low agency turnover rate that SOAR has 
experienced over the past several years is indicative of a high degree of workplace satisfaction 
among SOAR employees. 
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APPENDIX G 

HISTORICALLY UNDERUTILIZED BUSINESS PLANNING ELEMENTS 

MISSION: 

GOAL: 

OBJECTIVE: 

OUTCOME 
MEASURE: 

STRATEGY: 

ADOPTION OF 
TPASS HUB 
RULES: 

Procurement 
Category 

Professional Services 

Conunodities 

Other Services 

The S tate Office of Administrative Hearings is conunitted to assisting 
Historicaly Underutilized Businesses (HUBs) in their efforts to do 
business with the state of Texas. SOAR will assist HUB vendors in 
obtaining state HUB certification, actively educate vendors on the 
agency 's procurement policies and procedures, increase the number of 
HUB vendors contacted for procurement opportunities, and encourage 
vendors to participate in the agency 's purchasing process. SOAR will 
encourage prime contractors to meet the agency goal by providing 
subcontracting opportunities to HUBs. 

The goal of this program is to promote fair and competitive business 
opportunities for all businesses contracting with the state of Texas. 

SOAR will make a good faith effort to meet or exceed the state's HUB 
goals in all its eligible procurements. 

Percentage of total dollars paid to HUBs per procurement category. 

To utilize the state of Texas procurement procedures to actively identify 
and educate HUBs on the state's program and SOAH's procurement 
needs, and to assist HUBs in their efforts to do business with the state. 

Using the State of Texas Disparity Study as a basis, the Comptroller 
of Public Accounts (CPA) Texas Procurement and Support Services 
has outlined the State's HUB utilization goals by procurement category . 
and disparity area, as follows: 

Goal Disparity Areas 

23 .6% Afiican American, Hispaoic, Woman. Native American, Asian Pacific 

24.6% African American, Hispanic, Woman. Native American, Asian Pacific 

2 1 .0% African American, Hispanic, Woman. Native American, Asian Pacific 

SOAR's HUB goals for FY 2 0 1 2  for the construction categories (Heavy Construction, 
Building Construction, and Special Trade Construction) vary from the statewide HUB goals 
specified in the 2009 State of Texas Disparity Study and as defmed in 34 Tex. Admin. Code 
§20. 1 3 .  Agency goals were set based on historical data and an estimate of expected contract 
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awards for FY 20 1 2, and SOAR did not anticipate having any expenditures in those categories in 
FY 20 12.  On June 25 , 20 1 1, SOAR's PurcbaserlHUB Coordinator and Chief Fiscal Officer met 
with Dr. Rom Hagrughi, Texas Disparity Study Research Project Manager, to review SOAR' s 
procurement and HUB historical data. This review was used to assist SOAR in establishing the 
FY 20 1 2  HUB goals. 

OUTPUT MEASURE: Number of bids received from HUB vendors. 
Number of bids awarded to HUB vendors. 
Number of HUB forums the agency participated in or sponsored . 

HUB Pro grams: To meet the goals and objectives for utilizing HUBs at SOAR, the agency will 
engage in the following outreach activities: 

• SOAH purchasing procedures - SOAR will use the CPA bidder's list and send notifications 
of bid opportunities to certified HUBs. SOAR will continue to require a minimum of two 
HUB bids for every procurement requiring a bidding process. SOAR will also refer to the 
CPA 's website to identify certified HUBs for those purchases not requiring a b idding 
process. 

• SOAR HUB subcontracting plan - SOAR will require a HUB subcontracting plan from 
vendors for all contracts for the acquisition of goods and service$ with an expected value of 
$ 1 00,000 or more. SOAH will review infonnation submitted by vendors concerning their 
subcontracting plans . Subcontracting information will be submitted in a standard format 
established and provided by SOAR. The successful contractor will be required to make a 
good faith effort to achieve the estimated level of HUB participation and periodically report 
data to document that effort. 

• HUB forums - SOAH will attend HUB forums in order to identify opportunities for HUBs to 
do business with SOAR. It will work with other agencies to sponsor forums for HUBs that 
present information about specific procurement opportunities at SOAR. 

• Mentor-Protege Program - In accordance with the CPA's rules, SOAH will work to 
implement a mentor-protege progyam as appropriate to foster long-term relationships 
between prime contractors and HUBs and to increase the ability of HUBs to contract with the 
state or to receive subcontracts under an agency contract. 
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INTERNAL AUDIT REPORTS FOR  

FY 2009-2013 



Internal Audits 2009 -2013

) Internal Audit of Information Resources Systems & Controls - August 8,2013

>FY 2014 Audit Plan - August 7,2013

)Follow-up Review of the Status of Implementing Prior Years' Internal Audit
Recommendations - August I,2013

)Internal Audit of the Administrative License Revocation (ALR) Hearings Process - April 18,

20t3

)Internal Audit of Purchasing and Contracting Systems and Controls - October 22,2012

)Internal Audit Annual Report for FY 2012 - October 18,2012

)Internal Audit Plan for FY 2013 - October 17,2012

)Follow-Up Review of the Status of Implementing FY 2011 Internal Audit Recommendations -
September 13,2012

)Internal Audit of the Docketing Section - February 17,2012

)Internal Audit Annual Report for FY 20ll - October 20,201I

)Internal Audit of the Billings Process - August 23,2011

)Internal Audit of Human Resources Systems and Controls - June 20,201I

) Internal Audit of Information Systems and Controls - January ll, 20ll

)Follow-Up Review of FY 2009 Internal Audit Recommendations - October 29,2010

)Internal Audit Annual Report for FY 2010 - October 22,20T0

)Internal Audit Annual Report - October 28,2009

)Internal Audit of Key Automated Billing Systems - August I,2009

)Intemal Audit of Accounting, Budgeting and Payroll Systems and Controls - March 26,2009

)Internal Audit Plan for FY 2009 - October 24,2008
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SOAH Internal Audit of the Information Resources Systems & Controls
Final Report - August 8,2013

EXECUTIVE SUMMARY SOAH has implemented adequate
security measures and effective
procedures for the security of automated
information resources including physical
security, logical security access controls
and network security.
The Information Resources Division has
implemented adequate intemal controls
and effective procedures for managing
software licenses and for ensuring that all
software is used in accordance with the
software license agreements.

There is a need to better organize the IR
policies and procedures. There is also a

need to place all policies and procedures
in one location, with some type of
indexing process.

Audit Purpose

The primary purposes of the internal audit of
the Information Resources (IR) Systems and
Controls were to determine if:
o SOAH is in compliance with all statutory

and Department of Information
Resources (DIR) requirements for state
agencies regarding information resources
management;

o there are adequate controls and effective
operating procedures for managing
automated information resources; and

o There are effective processes and
procedures for meeting the needs of IR
users.

Key Audit Observations

The Information Resources Division is in
compliance with all signifrcant statutory
requirements for state agencies regarding
information resources management.
The agency has not developed a project
management procedure approved by the
Chief Administrative Law Judge (ALJ) as
required by Govemment Code, Section
2054.156 and related rule 1 TAC Section
216.

The IR Division has implemented
adequate internal controls and effective
procedures over computer operations,
including procedures for back-up and
recovery, disaster recovery planning,
database administration and other
computer operations functions.
The Information Resources Division has
developed effective processes for meeting
the needs of internal users of the agency's
automated information re sources.

Signifi cant Recommendations

The Information Resources Manager
(IRM) should develop an operating
procedure that communicates an agency-
wide approach on the use of project
management practices as required in 1

TAC Section216.
IR and HR should continue their efforts to
conduct a mock disaster recovery exercise
using the tabletop procedures to test the
adequacy of the SOAH Business
Continuity and Disaster Recovery Plan.

The IR Division should develop a

Computer Operations Manual that
addresses all procedures required to
maintain the agency servers, manage
system software and the network, and all
other critical functions performed by
various IR staff. A standard format should
be used and the policies and procedures
should be orgarized and maintained in
such a manner as to be easily accessible to
the IR staff.
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Management's Response

Management agrees with three of the four
recommendations made in the report. For the
other recommendation, the management
response indicates why management is not in
agreement with the recommendation.

AUDIT PURPOSE & SCOPA

The primary purposes of the internal audit of
the Information Resources Systems and
Controls were to determine if:

o SOAH is in compliance with all statutory
and Department of Information
Resources requirements for state agencies
regarding information resources
management;

o there are adequate controls and effective
operating procedures for managing
automated information resources; and

o There are effective processes and
procedures for meeting the needs of IR
users.

The scope of the audit included review,
analysis, and testing of compliance with laws
and DIR rules regarding information
resources management, physical security
over information resources, access controls,
network security, computer operations,
software management, and computer
operations procedures.

Specific audit objectives were developed and
coordinated with SOAH management. These
audit objectives and the results of our audit
work are presented in the next section, "Audit
Results and Recommendations. "

AUDIT RNSULTS AND
RECOMMXNNATIONS

The results and recommendations of the
internal audit are presented in this section
for each of the six audit objectives that were
established and coordinated with SOAH
management.

Audit Objective l: Determine tf the
Information Resources Division ,J in
compliance with all significant statutory
requirements for state agencies regarding
infor matio n r e s our c e s mana ge me nt.

The Information Resources Division is in
compliance with all significant statutory
requirements for state agencies regarding
information resources management. Policies
and practices of the IR Division were
compared with the legal requirements for
state agencies found in Texas Government
Code, Chapter 2054, Texas Administrative
Code (TAC), Chapters 210 to 215 and
Article IX of the 2010-2011 Appropriation
Bill. One area of non-compliance was
identified. The agency has not developed a

project management procedure approved by
the Chief Administrative Law Judge (ALJ)
as required by Government Code, Section
2054.156 and related rule 1 TAC Section
216. This rule states that each agency "shall
institute, approve, and publish an operating
procedure that communicates an agency-
wide approach that identifies components
and general use of project management
practices and be approved by the agency
head." It further contains items that must be
addressed or included. Currently SOAH has
no IR development projects underway or
planned, but the required procedure needs to
be developed to comply with requirements
and to be available should SOAH undertake
arry future IR development projects or
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contracts
projects.

One other

to perform IR development

compliance.
was noted regarding legal
There are various IR

documents and procedures that are required
to be approved by the agency head. Review
of several of these documents during the
audit did not indicate approval by the Chief
ALJ. Staff indicated that approval was
usually by email, but copies of these emails
were not retained with the documents. Better
documentation needs to be maintained for
those documents and procedures that are
required to be approved by the agency head.

Recommendation 1: The Information
Resources Manager (IRM) should develop
an operating procedure that communicates
an agency-wide approach on the use of
project management practices as required in
1 TAC Section 216. The procedure should
be approved by the agency head and contain
other items as identified in the
administrative rule.

SOAH Management Response: SOAH
will develop an operating procedure with an
agency-wide approach to information
resources project management as required
by Tex. Gov't Code $ 2054.156 and
applicable sections of I TAC Chapter 216.

Responsible Position: IR Manager
Target Completion Date: February 1,2014

Recommendation 2: The IRM should
establish a procedure to document all
submissions to and approvals by the Chief
Administrative Law Judge for IR documents
needing agency head approval. E-mails
should be retained with the documents when
email is used as the approval medium by the
Chief ALI.

SOAH Management Response: This
recommendation has now been fully
implemented. E-mails are being retained for
all approvals when email is used.

SOAH has implemented adequate security
measures and effective procedures for the
security of automated information resources
including physical security, logical security
access controls and network security.

Physical security controls include access-

card entry only to the data center services
area, with the servers located in a key-
locked room within this area. Access to the
data center and server room is appropriately
granted and visitors to the data center are

logged and escorted while in the data center.
The server room has appropriate
environmental controls and an
unintemrptible power supply system (UPS)
in the event of a power failure. The server
room contains two ceiling sprinklers which,
if engaged, could destroy equipment and
data. IR management is aware of the
possible threat to the SOAH servers should
the sprinklers be activated in the event of a
fire or if there is some type of malfunction
of the sprinkler system. IR management
believes that the risk associated with a

possible adverse event of this type is
minimal. The IR area has minimal exit
lighting. There are two exit signs that arc
supposed to stay lit during an emergency,
but staff indicates that there has not been an
emergency where the power went off so it is
not clear whether these exit sisns would

issue

Audit Objective 2: Determine tf
Information Resources Division
implemented adequate security measures
and ffictive procedures for the security of
automated information resources, including
physical security, access controls and
network securi

the
has
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provide sufficient lighting in the event of
any actual emergency. While the fire
extinguisher indicates it is in working order,
there is no inspection tag indicating when it
was last inspected by the Texas Facilities
Commission or the appropriate entity. Other
than these minor issues, no other physical
security risks were identified.

The agency performs an annual evaluation
of physical security that is included in the
Information Resources Deployment Review
(IRDR) that IR staff prepares and provides
to the Department of Information Resources
(DIR). The most recent review was
conducted on dated February 2, 2012 and
was submitted to the Chief Administrative
Law Judge via e-mail for approval. This
document meets the requirements of the DIR
for an annual security review approved by
the agency head.

Access to the network and most applications
within the network must be authorized via a
user account and password established by
the Information Security Officer (ISO). An
active user directory is used to manage all
user accounts. Passwords must be changed
every I20 days. There is an automated
process to instigate password changes.
Passwords currently have to be eight
characters, at least one of which must be a
number and one of which must be a
capitalized character. After ten minutes of
inactivity, a user must re-enter his/her
password to gain access to the computer.
After three failed log-in attempts, the user is
locked out.

Remote acbess to the network for judges and
managers requires a Virtual Private Network
(VPN) connection and installation of one of
three prior approved anti-virus software
packages. Passwords are encry)ted when
an employee accesses the network through a
VPN connection. Users are not provided

access through a VPN connection until the
IR Manager approves the VPN access form.
The VPN access forms are maintained in the
employee personnel files by Human
Resources. A periodic review of users with
VPN access and signed VPN Request Forms
should be completed to document that all
employees with VPN access have agreed to
the terms required for VPN access and
documented this by signing the required
form.

IR uses Microsoft active directory user
accounts to control connectivity to the
network. The flow of information is
controlled via Microsoft active directory
security groups and permissions linked to
user accounts. Access paths are protected
via Microsoft active directory security
groups and permissions. Anti-virus software,
along with intrusion prevention software and
monitoring of various security automated
logs are used by IR to monitor network
activity. Security settings for operating
systems are set in accordance with accepted
industry security practices. SOAH
subscribes to the Multi-State Information
Sharing and Analysis Center listserv to
ensure that the latest software r,ulnerabilities
are discussed, documented and fixed.
Firewalls are used as part of network
security controls and adaptive security
appliances control access to the network.
Penetration testing is performed each year
by DIR and any vulnerabilities that are
discovered are fixed where it is feasible to
do so.

Recommendations : None.
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Audit Objective 3: Determine tf the
Information Resources Division has
implemented adequate internal controls and
effective procedures over computer
operations, including procedures for back-
up and recovery, disaster recovery planning,
database administration, and other

er operations functions.

The IR Division has implemented adequate
internal controls and effective procedures
over computer operations, including
procedures for back-up and recovery,
disaster recovery planning, database
administration and other computer
operations functions.

IR performs backup of the network daily,
weekly and monthly. On a monthly basis IR
performs a fuIl backup of the network and
backup tapes are transported and stored by
the Texas State Library and Archives
Commission according to the retention
schedule established by SOAH. Backup and
recovery procedures have been implemented
to ensure the SOAH systems can be restored
in a timely manner.

The SOAH Business Continuity and
Disaster Recovery Plan was updated in
March 2013 although there is no
documentation that the Chief Administrative
Law Judge approved the Plan as required by
the DIR administrative rules. Review of the
Plan indicates that it addresses all
requirements of the DIR for disaster
recovery plans. Tabletop Test Procedures
were developed and minimally tested in
March 2013 by staff from Human Resources
(HR) and Information Resources. No other
divisions or managers were involved in the
tabletop testing exercise. The goal of that
tabletop testing was to ensure that the
Business Continuity and Disaster Recovery
Plan provides adequate and sufficient

instructions for handling an actual disaster.
The testing resulted in an updated version of
the testing procedures and changes to the
SOAH Business Continuity and Disaster
Recovery Plan. The IRM indicates that
additional testing is scheduled for later in
20t3.

Database management protects the data
from unauthoized access or changes by
controlling the access to database and the
capability to change the database. Database
management security features are used to
protect data against unauthorized access or
manipulation and database management
system utilities and commands are restricted
to those responsible for the maintenance of
the database. Changes to databases are

monitored on a dailv basis bv mirrorins
existing databases.

Recommendation 3: IR and HR should
continue their efforts to conduct a mock
disaster recovery exercise using the tabletop
procedures to test the adequacy of the
SOAH Business Continuity and Disaster
Recovery Plan. The next tabletop test should
include managers, supervisors and selected
employees. This will help to ensure that the
Business Continuity and Disaster Recovery
Plan includes all necessory details in the
event of an actual disaster.

SOAH Management Response: IR and HR
are continuing their efforts to conduct mock
disaster recovery exercises. Further
exercises will include all managers,
supervisors and select employees as required
to fully test our Disaster Recovery plans.

Responsible Position: IR Manager
Target Completion Date: December 31,2013
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Audit Objective 4: Determine if the
Information Resources Division has
implemented adequate internql controls and
ffictive procedures for managing soffi,uare
licenses and for ensuring that all sofh,vare is
used in accordance with the sofiware license

ments.

The Information Resources Division has
implemented adequate internal controls and
effective procedures for managing software
licenses and for ensuring that all software is
used in accordance with the software license
agreements. Software licenses are tracked
through three different spreadsheets: one
spreadsheet tracks consumer and site
licensing, a second spreadsheet tracks
software organized by employee assigned
equipment and software and a third
spreadsheet tracks server licensing.

The Security Manual states that all software
must be installed and run by IR within the
SOAH systems. The Security Manual also
states that users are prohibited from the use
of unauthorized software or personal
software. There is no need to test for
unauthorized software outside of virus and
malware scanning because no one outside of
IR may install or remove programs from the
domain. Users are not granted administrator
rights to download or load software on their
computers.

Recommendations : None.

Audit Objective 5.. Determine if the
Information Resources Division has
developed ffictive processes for meeting
the needs of internal users of the agency's
aul o mate d informal i on re s ourc e s.

The Information Resources Division has
developed effective processes for meeting
the needs of internal users of the agency's

automated information resources. They
provide clear instructions to all users that
problems are to be communicated via email
so that requests can be documented and
assigned to the appropriate person.
Prioritization is done by the IRM. Written
instructions with screenshots are created and
distributed when appropriate. IR staff often
provide hands-on instruction for solving
problems. IR uses their CenterCourt system
to provide training to all users concerning
new procedures andlot common problems.
Feedback from users concerning the help
they receive from IR is positive. Based on
the systems that IR has implemented to
manage user requests, IR has developed
effective processes for meeting the needs of
internal users of the agency's automated
information resources.

Recommendutions : None.

Audit Objective 6: Determine ,f the
operating policies and procedures of the
Information Resources Division are
documented and up-to-date.

IR procedures are found in many different
locations on the IR section of the Intranet:
individually on the P:drive; in the Security
Manual; in the Business Continuity and
Disaster Relief Plan; and, embedded in
Human Resources policies. The IRM has

obtained generalized policies for all of the
areas needed in IR and is in the process of
reviewing and developing policies and
procedures specific to SOAH.

IR does not have a Computer Operations
Procedures Manual that addresses functions
performed by staff members that are
necessary to maintain the agency servers,
network software, troubleshoot network
problems and similar tasks that must be
performed. Information on some of these
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operational activities is retained on a shared
drive, but there is no procedures manual
with information needed to operate
hardware and software and deal with critical
computer operations. A Computer
Operations Manual would be a valuable
document in the event of unexpected staff
turnover or absence of a key staff member.

There is a need to better organize the IR
policies and procedures. For individual
policies there needs to be a structure that
identifies the following: Name of Policy,
Purpose of Policy, Person/Position
Responsible for Policy (including a back-
up), Person/Position Writing the Policy,
Date Policy Initiated, Last Date of Revision
and the Procedure in detail including
electronic addresses of documents or
resources used. There is also a need to place
all policies and procedures in one locition,
with some type of indexing process.

Recommendution 4: The IR Division should
develop a Computer Operations Manual
that addresses all procedures required to
maintain the agency servers, manage system
softuvare and the network, and all other
critical functions performed by various IR
staff. A standard format should be used and
the policies and procedures should be
organized and maintained in such a manner
qs to be easily accessible to the IR staff,
Required security policies currently in DIR
template form and adopted by the IR
Division should continue to be tailored to fit
the specific needs of SOAH by the IRM.

SOAH Management Response: We agree
with using a standardized format but we feel
it is more useful to have policies broken up
into select subjects to keep the Computer
Operations Manual for agency-wide
subjects. We already have select IR policies
for backups and other various IR tasks. This
approach has worked very well for IR staff

to keep track of, use, and for the
update as technology changes. We
all of our policies in one location
access by IR staff

IRM to
do have
for easy

***{<,ktr**rr{<ri
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SECTION 1:

STATE OFFICE OF ADMINISTRATIVE HEARINGS
INTERNAL AUDITING GUIDELINES

Certain operating guidelines are necessary for an effective internal auditing program. The
purpose of this Section is to establish policies and guidelines to govern internal audits of all
operations of the State Office of Administrative Hearings. These guidelines, as well as the
FY 2014 Internal Audit Plan, are approved by the SOAH Chief Administrative Law Judge each
year.

I. INTERNAL AUDIT CHARTER

The Standards for the Professional Practice of Internal Auditing state that the Internal
Audit Charter should make clear the purposes of the internal auditing department, speci$' the
unrestricted scope of its work, and declare that auditors are to have no authority or responsibility
for the activities thev audit.

The Internal Audit Charter is an extremely important document that sets out the statement
of purpose, authority, and responsibility for the internal auditing department. It is an agreement
between the Chief Administrative Law Judge and the SOAH Intemal Auditor, which establishes
the guidelines for an effective internal auditing program.

Although the Internal Audit Charter can include all relevant policies and procedures, a
concise document is preferable. A concise document increases the likelihood that all parties will
understand the purpose, authority, and responsibility of the internal auditing department. Exhibit
I presents the SOAH Internal Audit Charter.

II. INTERNAL AUDITING STANDARDS

A. The Internal Auditor shall conduct hislher activities in a manner that is consistent with the
most recent edition of the Standards for the Professional Practice of Internal Auditing, Certified
Internal Auditor Code of Professional Ethics, and the Statement of Responsibilities of Internal
Auditing.

B. Sufficient and relevant evidence shall be obtained to afford a reasonable basis for the auditor's
findings and recommendations. A written record of the auditor's work shall be retained in the
form of working papers.

C. Standards of conduct for the Internal Auditor require that the Internal Auditor shall:

1
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1. be free from personal or external impairments to independence in order that opinions,
conclusions, and recommendations will be impartial and will be viewed as impartial by
knowledgeable third parties.

2. be prudent in the use of information acquired in the course of his/her duties.

3. conduct all activities in accordance with the laws regarding confidentiality.

4. not use any information obtained in an audit for any personal gain nor in a manner,
which would be detrimental to the welfare of the SOAH, the Chief Administrative Law
Judge, or SOAH employees.

III. INTERNAL AUDITING POLICIES

A. The SOAH Chief Administrative Law Judge shall appoint the SOAH Internal Auditor. The
Internal Auditor shall report directly to the Chief Administrative Law Judge, or her designee.

B. The Chief Audit Executive shall be responsible for the administrative supervision of the
Intemal Audit program and shall ensure the independence of the internal audit function.

C. The Internal Auditor shall submit to the Chief Administrative Law Judge for approval, the
annual audit plan, which shall be based on risk analysis and which shall identif individual audits
to be performed during the year.

D. The Internal Auditor shall be responsible for performance audits of the SOAH. Performance
audit is defined as an independent appraisal activity performed by the Internal Auditor which
includes determining whether the entity being reviewed is acquiring, protecting, and using its
resources economically and efficiently, identif ing the causes of inefficiency or uneconomical
practice, and determining whether the entity has complied with laws, riders, rules and
regulations.

E. The Internal Auditor's activities in reviewing, appraising and reporting established policies,
plans and procedures shall not in any way relieve SOAH personnel of responsibilities assigned to
them.

F. The implementation of, or action taken on, the Internal Auditor's recommendations shall be
the duty of the Chief Audit Executive. The Internal Auditor will perform follow-up audits to
determine what corrective action was taken and whether it is achievins the desired results.

-3-
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IV. INTERNAL AUDITING PROCEDURES

A. The Internal Auditor prior to beginning an audit will inform the Chief Audit Executive and
the appropriate directors or managers of the audit and its objectives by conducting an entrance
conference.

B. The Internal Auditor will conduct an exit conference with the Chief Audit Executive and the
appropriate directors or managers, at which time exceptions noted during the course of the audit
will be discussed.

C. The Internal Auditor will independently make a determination on the results of the audit and
issue a draft report to the Chief Audit Executive and the appropriate directors or managers for
management response. A management response will be made within 14 calendar days of the
issuance ofthe draft report.

D. The Internal Auditor will add the management response to the body of the report and issue a
final draft report for the Chief Administrative Law Judge, Chief Audit Executive and the
appropriate directors or managers within 14 calendar days of receiving the management response.
After approval by the Chief Administrative Law Judge, the final report will be prepared.

E. Il during the course of an audit, the Internal Auditor detects situations or transactions that
could be indicative of fraud or other illegal acts, or receives information from extemal sources
alleging such actions, the Internal Auditor will:

l. Provide all pertinent information to the Chief Administrative Law Judge and Chief
Audit Executive.

2. Formally request approval from the Chief Administrative Law Judge to expand audit
procedures or perform an investigation.

3. Upon approval, the Internal Auditor will extend audit procedures or perform an
investigation to obtain sufficient evidence to determine whether in fact such acts have
occurred and, if so, the cause of the problem and the possible effect on the SOAH's
operations and programs.

4. Provide the Chief Administrative Law Judge and Chief Audit Executive a formal
report on the results. Upon receipt of evidence of illegality, the Chief Administrative Law
Judge will forward findings to the appropriate legal entity.

-4-
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SECTION 2:
STATE OFFICE OF ADMINISTRATIVE HEARINGS

RISK ASSESSMENT

This section presents the results of the SOAH Risk Assessment, and establishes the
foundation for the Internal Audit Plan presented in the next section.

Purpose

One of the key findings in the State Auditor's Office report, Statewide Review of Internal
Auditing, was that the scope of internal auditing is often limited in state agencies. The report
states, "Because significant financial and operating risks to the agency may be overlooked if the
scope of the internal auditors work is limited, we recommend that internal auditors:

- Document, in writing, a risk assessment that considers all the major systems and
controls of the agency as part of the audit universe. The audit universe refers to all auditable
subjects, activities, units, issues and functions within the organization.

- Identiff the risk factors that affect the audit universe and weights that may be applied to
the risk factors.

- Establish a method for combining and assigning risk factors and weights to develop a
prioritized annual audit work plan.

- Develop an audit plan and work schedule based on the results of the risk assessment.

- Obtain written approval for the plan from the highest level within the organization.

- Implement the plan. Significant deviations from the audit plan should be supported by
reasonable, documented explanations. "

The purpose of conducting a Risk Assessment for the SOAH was to incorporate all these
recommended elements in an objective assessment of the agency. This should ensure that the
scope of internal audit work at the SOAH is not limited and that the Internal Audit Plan for
FY 2014 is based on documented, written findings.

Concept of Risk

The concept of risk is fundamental in intemal auditing. Given the importance of the
concept of risk, it is necessary to define what risk is, describe tlpes of risk and describe how risk
was measured in performing the State Office of Administrative Hearings Risk Assessment.

Risk is a measurement of the likelihood that an organization's goals and objectives will
not be achieved. Since controls are anything that improve the likelihood that goals and objectives
will be achieved, controls and risk are inversely related bv definition. Better control means less
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risk. The Risk Assessment was designed to detect and evaluate the controls in place to reduce
different types ofrisk exposure.

The SOAH Risk Assessment was designed to measure different types of "risk exposure"
and to assess the controls in place to compensate for different levels of risk. The types of risk
exposure that are relevant to the SOAH are:

- Audit Exposure: Audit exposure exists whenever an audit area is susceptible to
enors or defalcations that affect the general ledger and financial statements or the integrity and
safekeeping of agency assets, regardless of the financial statement impact.

- Regulatory Exposure: Regulatory exposure exists whenever an event in an audit area
could cause the agency to fail to comply with regulations mandated by state or federal authorities,
irrespective of whether financial exposure exists.

- Information Exposure: An information exposure exists whenever there is information
of a sensitive or confidential nature, which could be altered, destroyed, or misused.

- Efficiency Exposure: An efficiency exposure exists whenever agency resources are not
being utilized in an effective or efficient manner.

- Human Resource Exposure: A human resource exposure exists whenever an area is
managing human resources in a way, which is contrary to agency policy.

- Environmental Exposure: An environmental exposure exists whenever internal or
external factors pose a threat to the stability and efficiency of an audit area. Examples of factors
that affect environmental exposure are:

. Recent changes in key personnel

. Changing economic conditions

. Time elapsed since last audit

. Pressures on management to meet objectives

. Past audit findings and quality of internal control

- Political Exposure: A political exposure exists whenever an event in an audit area
could cause the agency to be subjected to adverse political consequences.

- Public Service Exposure; A public service exposure exists
whenever an event in an audit area could jeopardize existing public services or new public
services.

The SOAH Risk Assessment Survey was designed to measure various types of risk
ranging from the risk of loss of assets to the risk of adverse publicity due to effoneous
information. The survey instrument allows meaningful comparisons among very different
activities and types of risk by assigning all potential auditable topics a numeric score.

-6-
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Methodology

The risk variables utilized for the State Office of Administrative Hearings Risk
Assessment combined measures of the various controls and exposure types described in the
previous section. Exhibit 2 presents the risk survey instrument utilized. Sixteen risk variables or
risk factors were selected to provide a cross-section of overall risk. These sixteen factors were
weighted according to their perceived importance, i.e. the higher the weighting, the higher the
risk.

The first step in conducting the Risk Assessment involved defining the potential audit
universe. To be in compliance with the Texas Intemal Auditing Act, all potential auditable
subjects, activities, units, issues and functions were determined. The universe of potential audit
topics was developed through interviews with the State Office of Administrative Hearings staff
and by reviewing materials such as the agency organizational chart, the agency Strategic Plan,
Legislative Appropriations Request, etc.

The second step in the process was to utilize the survey instrument to assess the risk for
each potential audit topic. After completing the risk survey for all potential auditable topics,
each survey response was reviewed for consistency based on the knowledge of the auditor. This
phase was a means of assuring "quality control," since the completion of the survey instruments
was based on information provided by various management members of the State Office of
Administrative Hearings.

The third phase of the Risk Assessment involved scoring and ranking the answers to the
survey questions. By weighting the values of the different risk indicators, the survey was
individualizedfor the State Office of Administrative Hearincs.

The final step in conducting the Risk Assessment was to rank and categorize every
potential auditable topic. Based on the average score and the standard deviation of the potential
audit universe, the potential auditable topics were categorized as follows:

High Risk - Above 198
Average Risk - 171 to 198
Low Risk - Below 171

Results

Exhibit 3 presents the weighted risk scores and overall risk categorization. Five potential
audit topics are rated as high risk, with ten other topics categofized as moderate risk. The high
risk potential audit topics are:

o Accounting, Budgeting and Payroll
o Information Resources- Key Business Systems
o Billing Process
o Docketing Section
o Information Resources- Operations and Security

,|
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SECTION 3:
STATE OFFICE OF ADMINISTRATIVE HEARINGS

FY 2014 INTERNAL AUDIT PLAN

The Texas Internal Auditing Act requires certain audits to be performed on a periodic
basis. Required audits include audits of the department's accounting systems and controls,
administrative systems and controls, information resources systems and controls, and other major
systems and controls. In addition, five general types of audits are required by the Standards for
the Professinnal Pructice of Internal Auditing as follows:

Reliabilitv and Integritv of l%formotion - Internal Auditors should review the reliability and
integrity of financial and operating information and the means used to identifr, measure, classifu,
and report such information.

Comoliance with Policies, Plans, Procedures, Laws, and Regulations - Internal auditors should
review the systems established to ensure compliance with those policies, plans, procedures, laws,
and regulations which could have a significant impact on operations and reports, and should
determine whether the organization is in compliance with them.

Sqfeguarding qf Assets - Internal auditors should review the means of safeguarding assets and,
as appropriate verift the existence ofsuch assets.

Economical and Efficient Use qf Resources - Internal auditors should appraise the economy and
efficiency with which assets are employed.

Accomplishment of Established Objectives and Goals .for Operations and Programs - Internal
auditors should review operations or programs to ascertain whether results are consistent with
established objectives/goals, and whether the operations or programs are being carried out as
planned.

The FY 2014 Internal Audit Plan for the State Offrce of Administrative Hearings is based
on the Risk Assessment presented in the previous section. For FY 2014, one topic categorized as
high risk as determined by the risk assessment (Exhibit 3) is included in the audit plan. That is
an audit of Accounting, Budgeting and Payroll Systems and Controls. This is the highest risk
audit topic and this topic has not been audited since FY 2009. The other four topics in the high
risk category are not proposed for audit in FY 2014 for the following reasons. Information
Resources-Key Automated Systems and the Billing Process were both included in the audit of
SOAH performed by the State Auditor's Office in FY 2012. Therefore, these topics were not
included in the FY 2014 intemal audit plan since changes have been made and are still underway
to address problems already identified in these systems and the SAO may perform follow-up
work on these audit topics during FY 20l4.It is anticipated that both of these topics will be
included as proposed audits in the FY 2015 Intemal Audit Plan. An internal audit of the
Docketing Section (another other high risk area) was performed in FY 2012 and a follow-up
review was performed in FY 2013. An audit of Information Resources-Operations and Security
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was completed in FY 2013 and a follow-up will be performed in FY 2014. As a result, the two
audits are also not proposed for audit in FY 2014. The two audits that will be performed in
FY 2014 are:

. Accounting, Payroll and Budgeting Systems and Controls (High Risk)

. Performance Measures Reporting (Low Risk)

Performance Measures Reporting has been included in the FY 2014Internal Audit Plan
because this is considered a component of the administrative systems and controls and audits of
administrative systems and controls are required to be audited periodically under the provisions
of the Texas Internal Auditing Act. In addition, an audit of this topic will assist SOAH in the
event a performance measures certification audit is performed by the State Auditor's Offrce.

In addition to these proposed audits, the internal audit annual report for FY 2013 will be
prepared, a follow-up review and report will be issued on audit recommendations made in prior
years and a risk assessment will be performed and an audit plan developed for FY 2015.

The following estimated time and timeframes for performing internal audit work during
the project are as follows:

o

a

Complete the FY 2013 Internal Audit Annual Report - 2 hours (September 2013)
Audit of Accounting, Budgeting & Payroll Systems and Controls - 160 hours
(January to February 2014)
Audit of Performance Measures Reporting - I40 hours (March to April 2014)
Prior Years' Audit Follow-up Review - 12 hours (April 2014)
Update Risk Assessment and Prepare FY 2015 Audit Plan - 4 hours (July 2014)

Based on 268 hours of estimated work for a Senior Auditor at $85lhour and 50 hours of
estimated work for the Audit Manager at $l25lhour, audit fees for FY 2012 are projected at
$29,030. The time required to complete any given project may vary from the estimates shown,
but overall fees for all deliverables will not exceed S29.030.
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EXHIBIT 1

STATE OFFICE OF ADMINISTRATIVE HEARINGS
INTERNAL AUDITING CHARTER

PURPOSE

Internal Auditing is an independent appraisal activity established to conduct reviews of
operations and procedures and to report findings and recommendations to the State Office of
Administrative Hearings Chief Administrative Law Judge and Chief Audit Executive.

AUTHORITY

The Internal Auditor reports directly to the Chief Administrative Law Judge. This reporting
relationship ensures independence, promotes comprehensive audit coverage and assures adequate
consideration of audit recommendations.

The Internal Auditor, in the performance of audits and with stringent accountabilities of
safekeeping and confidentiality, will be granted unlimited access to all SOAH activities, records,
property, and staff members.

The Internal Auditor will have no responsibilities assigned other than those related to developing
and implementing the internal audit program for SOAH.

RESPONSIBILITIES

The Internal Auditor is responsible for assessing the various functions and control systems in the
SOAH and for advising the SOAH Chief Administrative Law Judge and Chief Audit Executive
concerning their condition. The fulfillment of this accountability is not confined to but includes:

' Appraising the effectiveness and application of accounting systems and controls,
administrative systems and controls, information resources systems and controls, and
other major systems and controls, so as to ensure that all the major systems and controls
are reviewed on a periodic basis.

' Evaluating the sufficiency of and adherence to SOAH plans, policies, and procedures and
compliance with all governmqntal laws and regulations.

' Performing special reviews requested by the Chief Administrative Law Judge.

' Conducting appraisals of the economy and efficiency with which resources are employed.

' Coordinating audit planning and audit work with the State Auditor's Office.

-10-
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EXHIBIT 2
STATE OF'FICE OF ADMINISTRATIVE HEARINGS

FY 2014 RISK ASSESSMENT INSTRUMENT

l. Annual Dollars Involved
The dollar amount per year of assets, receipts, or disbursements involved in the program or for
which the auditable unit is responsible. The auditable unit has responsibility if it identifies,
measures, classifies, reports, or monitors the assets, receipts, or disbursements. Dollar amounts
can be included in determinine the evaluation for more than one auditable unit.

Evaluation Points x Weighting : Score
Less than $100 thousand per year or not applicable

At least $100 thousand per year but
less than $500 thousand per year

At least $500 thousand per year but
less than $1 million per year

More than $l million per year

I x 7.5 7.5

2 x 7.5 : 15.0

3 x 7.5 : 22.5

4 x 7.5 : 30.0

2. Transaction Volume
The number of transactions for which the auditable unit is responsible. The auditable unit has
responsibility if it identifies, measures, classifies, reports, or reconciles the transaction. A
transaction can be included in determining the evaluation for more than one auditable unit. Also,
some auditable units are responsible for only summary transactions while others are responsible
for the detailed transactions that make up the summary transactions.

Evaluation Points x Weishtins Score
Less than 1,000 per year or not applicable

Greater than 1,000 per year but
less than 3,000 per year

Greater than 3,000 per year

1x5.0

2 x 5.0 :10.0

3x5.0

5.0

: 15.0
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3. Safeguarding Assets
Personnel in the auditable unit safeguard assets if they control access to assets. Access to assets

includes both direct physical access and indirect access through the preparation and processing of
documents that authorize the use or disposition of assets.

Evaluation Points x Weishtins : Score
No access to assets or not applicable

Limited access to assets

Some access to assets

Substantial access to assets

1x

2x

3x

4x

7.50

7.50

7.50

1s.0

22.5

30.0

7.50 : 7.5

4. Impact of Adverse Pubticity
This factor includes those circumstances that increase the adverse impact of errors. An auditable
unit's visibility results from several sources, including: 1.) the Chief Administrative Law Judge's
interest in the auditable unit's activities; 2.) involvement of outside groups, such as an advocacy
group or the Legislature; or 3.) direct interaction with the public or clients.

Evaluation Points x Weiehtine : Score
Little visibility or not applicable

Some visibility

High visibility 3 x 7.50 : 22.5

5. Time Since Last Audit or Review
The number of years between the date of the previous audit or review and the date of the risk
assessment.

Evaluation Points x Weishtins : Score

1 x 7.50 : 7.5

2 x 7.50 : 15.0

One year or less

More than one year, but less than three years

No prior audit or more than three years

1x

2x

3x

7.25 : 7.25

14.5

2L75

7.25

7.25
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6. Results of Last Audit or Review
Auditor's evaluation of the results of the previous audit or review.

Evaluation Points x Weishtins : Score
Positive findings or not applicable

Some findings or no prior audit

Negative findings

7. Operational Changes
Auditor's evaluation of the impact on the auditable unit from changes in its operations, including
changes in staff, size, funding, budget, responsibilities, or processing data. Changes include
those made within the last year or anticipated to be made in the next year.

Evaluation Points x Weighting : Score

lx6.5:6.5

2x 6.5 :13.0

3x 6.5 :19.5

1x 6.25:6.25

2 x 6.25 :12.5

3 x 6.25 :18.75

Points x Weishtins : Score

Few changes or not applicable

Some changes

Extensive changes

8. Personnel Turnover
In the last 12 months, the number of personnel leaving the auditable unit.

Evaluation
Low turnover (l0o/o or less) or not applicable

Average tumover (I0% to 20%)

High turnover (more than2}%)

1x 5.0

2 x 5.0

3x 5.0

5.0

10.0

15.0

9. Policies and Procedures
The existence of policies and procedures documenting the auditable unit's activities.

Evaluation Points x Weishtins : Score
Up-to-date written procedures or not applicable

Some written procedures or not up-to-date

No written procedures

1x

2x

3x

5.0

5.0

5.0 : 5.0

: 10.0

: 15.0
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10. Training
Auditor's evaluation of the auditable unit's staff training, including cross training.

Evaluation Points x Weishtins : Score
Substantial training or not applicable

Some training

Little training

1x

2x

3x

5.0

5.0

5.0

5.0

10.0

15.0

11. Work Complexity
Auditor's evaluation of the work needed to complete assignments or transactions, including
amount of time, number of steps, and familiarity with agency laws, policies, and rules.

Evaluation Points x Weighting : Score
Low work complexity or not applicable

Medium work complexity

High work complexity

1x 7.0 : 7.0

12. Work Load Fluctuations
Auditor's evaluation of the fluctuations in the auditable unit's workload.

Evaluation Points x Weiehting : Score

2 x 7.0 : 14.0

3 x 7.0 21.0

lx 5.5 : 5.5

2 x 5.5 : 11.0

lx

Steady workload or not applicable

Some fluctuations in workload

Substantial fluctuation in workload
(yearly pattern) 3x 5.5 : 16.5

13. Sensitivity of Data
Auditor's evaluation of the type of data collected, processed, and prepared by the auditable unit.

Evaluation Points x Weighting : Score
Little sensitive or confidential data or not applicable

Some sensitive or confidential data

Most data sensitive or confidential

7.5 : 7.5

2 x 7.5 : 15.0
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14. Impact of Inaccurate Information
Auditor's evaluation of the impact of incorrect dataprocessed by the auditable unit or supplied to
organizations outside of the State Office of Administrative Hearings.

Evaluation Points x Weishtine : Score
Little information provided outside the agency lx

X

X

7.5 : 7.5

Some information provided outside the agency 2

Most information provided outside the agency 3

7.5 15.0

7.5 : 225

15. Management Review
Auditor's evaluation of the review given by the manager of the auditable unit's activities.

Evaluation Points x Weighting : Score
Frequent or detailed review or not applicable

Some direct review

Little direct review

Low potential or not applicable

Average potential

Higher than average potential

Ix7.0:7.0

2 x 7.0 : 14.0

3 x 7,0 :21.0

1x

2x

3x

5.0 : 5.0

5.0 : 10.0

5.0 : 15.0

16. Potential for Fraud, Waste or Abuse
Auditor's evaluation of the potential for fraud, waste, or abuse as compared to other agency
programs and functions.

Evaluation Points x Weighting : Score
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EXHIBIT 3

STATE OFFICE OF' ADMINISTRATIVE HEARINGS
FY 2OI4 AUDIT UNIVERSE RISK SCORES AND RISK RANKINGS

AUNIITfiBLIIiINil
:::RISK:
:::::: :::::
SCORE

HIGH RISK- ABOVE 198

I Accounting, Budsetins and Pavroll 3( l5 JL l5 22 IJ t9 5 l( l0 I4 t1 l5 5 21 257

2 Information Resources- Key Business Svstems 3C l5 3C 8 22 IJ IJ 5 5 5 2l 6 15 z) ) 21 235

5 Billines Process 3C 5 JL l5 15 lc, 5 lc l0 t4 6 8 ZJ ) 21 220

4 Docketine Section 8 l5 l5 l3 l3 l0 5 5 ll z3 L) 5 2l 217

5 Information Resources- Operations & Security LJ 5 3C 8 IJ 13 5 ) 5 21 6 ZJ l5 5 21 203

AVERAGE RISK- 171 TO 198

6 Iax Case Hearings 8 5 8 z5 22 l3 6 l5 5 5 2l 6 l5 ZJ 5 l4 r92
Field Office Hearinss 8 5 8 L) 22 13 l3 ) ) 5 t4 11 15 5 l4 186

8 Utilities Case Hearinss 8 5 8 22 l3 6 5 5 5 2l 6 15 ZJ 5 l4 182

9 \{atural Resources Case Hearines 8 5 8 ZJ 22 13 6 f ) 5 2l 6 15 ZJ 5 l4 182

lc Field Office Operations 8 5 l5 15 22 l3 l3 5 ) 5 t1 l5 l5 t0 t4 t77
l1 Hearings Support 8 5 8 22 t3 6 t0 1C 5 t1 15 ZJ 5 t76
L2 Economic Case Hearinss 8 5 8 z) 22 13 6 5 5 ) L4 6 l5 ZJ 5 l4 r75
13 License & Enforcement Case Hearines 8 5 8 z) 22 l3 6 5 5 5 l4 6 l5 ZJ 5 t4 r75

LOW RISK- BELOW 171

I4 Administrative License Revocation Hearinss 8 5 8 L3 - 13 t3 5 5 5 6 15 z) 15 t4 r69
15 Legal Support 8 5 8 ZJ 22 IJ 6 5 IC 5 ll l5 t5 t0 7 r69
t6 Human Resources 3C 5 l5 15 15 t3 6 5 5 5 6 ZJ 8 5 7 168

t7 Alternative Dispute Resolution Cases 8 5 8 z3 22 13 6 5 5 5 T4 6 15 z3 5 7 168

18 Purchasine and Contractine l5 5 30 8 15 7 6 5 ) 5 ll 8 8 l0 2l 164

t9 Facilities ManasemenVOther Support Services 8 5 15 8 22 IJ 6 5 10 l0 7 6 8 8 5 t4 148

20 Performance Measures Reporting 8 5 8 8 22 IJ 6 5 5 5 7 6 8 5 7 r38

AVERAGESCORE: 185

STANDARD DEVIATION: 28
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EXHIBIT 4: STATE OFFICE OF ADMINISTRATIVE HEARINGS
FY 2014 PROPOSED AUDITS AND AUDIT HISTORY

AU $I TABT E . USI:IryEU N gT{O Ni

.:FYt14
iPTAN

|AUDIIHTS. OR*:::

iE.v::13 Fy-12 'EY'!l
:FlY:iti rYi09 FY.OS i[Y:0? iFvs6

I Accountins. Budeetine and Pawoll 257 X X

2 lnformation Resources- Key Business Svstems 235 x(2) X x(2)

J Billinss Process 220 x(2) X XQ\
4 Docketins Section 217 X x(1) x(2)

) lnformation Resources- Operations & Security 203 X X

6 Iax Case Hearinss 92

7 Field Office Hearinss 86

8 tJatural Resources Case Hearinss 82

9 Jtilities Case Hearinss 82

t0 Field Office Ooerations 77

il l{earings Support 76 X

t2 iconomic Case Hearings t)
l3 -icense & Enforcement Case Hearinss 75

t4 Administrative License Revocation Hearinss 69 X
t5 Leeal Suoport 69

16 Human Resources 68 X
t7 Alternative Dispute Resolution Cases 68

l8 Purchasing and Contractine 64 X

t9 Facilities Management/Other Support Services 48

20 Performance Measures Reoortins 38 X

(l) Partially covered during an intemal audit of Hearings Administration.
(2) Partially covered during a State Auditor's Office audit of SOAH.
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SOAH Follow-up Review on the Status of Implementing Prior Years' Audit Recommendations

Executive Summarv

Two internal audits reports were issued during FY 2012 that contained recommendations
for corrective actions or improvements to agency operations. One audit from FY 2011 had two
recommendations that had not been completed at the time of the last follow-up review. The
purpose of this report is to indicate the status of implementation of recommendations made in
these internal audit reports. Implementation status categories are those developed by the State
Auditor's Office and include the following:

o Fully Implemented (F) or Previously Implemented (P): Successful development and
use of a process, system, or policy to implement a prior recommendation.

o Substantially Implemented (S): Successful development but inconsistent use of a
process, system, or policy to implement a prior recommendation.

o Incomplete/Ongoing (O): Ongoing development of a process, system, or policy to
address a prior recommendation.

o Not Implemented (N): Lack of a formal process, system, or policy to address a
recommendation.

The chart below summarizes the status of implementing the recommendations in each
report. All 13 recommendations in the Human Resources Systems and Controls audit have been
fully implemented; all seven recommendations in Docketing Section audit have been fully
implemented; and three of the five recommendations in the Purchasing and Contracting audit
have been implemented. The two remaining recommendations in the Purchasing and Contracting
audit are targeted for implementation early in FY 2014.

Recommendation #

x,
*r*r:Y::
2l314l S 6 :7:

t,
r':il

,,8 9-
,:ti
l0 $ &

lluman Resources Systems and
Controls Audit- 8/13/10 F F F F F F F F F F F F F

Docketins Section Audit- 2/17/12 F F F F F F F
Purchasing and Contracting Systems

and Controls Audit- 10122/12 N F F N F

pnor
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SOAII Follow-up Review on the Status of Implementing Prior Years Audit Recommendations

Follow-up Review of Human Resources Systems and Controls (Audit 1)

Final Report Issued June 20r201,1

Upon completion of the last follow-up review in August 2012, two recommendations had
not been fully implemented (out of 13 total recommendations) as shown below.

Recommendation 1: In order to ensure that employees are ctware of their rights under various
federal and state laws the Employee Handbook of Policies and Procedures should be revised to
address the areas noted above in items' a) through m). In addition, information regarding
performance appraisal due dates should be updated.

a) The awarding and use of administrative leave (Government Code Section 661.91I).
b) Time off allowed for: amateur radio operators participating in disaster relief services

(Government Code Section 661.919(a)); blood donations (Government Code Section
661.917); bone marrow and organ donations (Government Code Section 661.916);
certffied American Red Cross disaster relief services [Government Code Section 661.907
(a) and (b)J; and, Court Appointed Special Advocate (CASA) Volunteers (Government
Code Section 661.921 as amended by the 8I't Legislature, Regular Session).

c) A state agency may not use qppropriated money to employ, as a regular full+ime or part-
time or contract employee, a person who is required by Chapter 305 to register as a
lobbyist (Government Code Section 556.005). Conversely, full and part-time employees
may not work as lobbyists.

d) Employees and job applicants aged 40 and over may not be discriminated against (Age
Discrimination in Employment Act of l967).

e) Men andwomen should be given equal payfor equal work (Equal Pay Act of 1963).

fl Employees and job applicants may not be discriminated against on the basis of
pregnancy (Federal Pregnancy Discrimination Act of 1978).

g) No person can be denied public employment due to membership or non-membership in a
labor union (Government Code 617.004).

h) If an employee's salary is decreased for disciplinary reesons, it cannot be lower than
minimumfor that current group [Government Code Section 659.255(b)J.

, Information concerning payroll deductions to include charitable campaigns (Government
Code Section 659.132) and credit unions [Government Code Section 659.]03(a)J.

i) Information concerning employees' right to accrue leave and sick time while on unpaid
military leave of absence (Government Code Section 661.904).

k) Granting of emergency leave to provide o pqy dffirential if an employee's military pay is
less than the employee's gross state pay (Government Code Section 661.9041).

l) Employment preference for former foster children [Government Code Section 672.002(a)
and 672.005J.

m) Information concerning an election to deny access to information thqt would identifu an
employee as a crime victim (Government Code Section 552.132).

SOAH Management Response: SOAH agrees with the recommendation.
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SOAH Follow-up Review on the Status of Implementing Prior Years Audit Recommendations

July 2013 Status: Fully Implemented.

Recommendation 12: Human Resources should develop a process to ensure employee personnel
files contain all required information and aclwtowledgements. For new employees, a checklist of
required items should be used to ensure all required aclwtowledgments are made and included in
the files. Reoccurring training, new statutory requirements and other types of reoccurring
aclcrtowledgements should have some type of procedure implemented to document the date
required and actual receipt of the item. When items are not timely received, division directors
should be notffied. To ensure compliance with various required state qcknowledgments, human
resources staff should periodically review the personnel files to ensure that all required
informati on i s up -t o - dat e.

SOAH Management Response: SOAH agrees with the recommendation and has completed the
implementation of an EEO training database which provides the human resources staff with
information regarding the due dates for training. To achieve the greatest efficiency for the
agency, EEO refresher training is done agency wide instead of individually. Although staff may
not receive refresher training exactly two years from their hire dates, the training takes place
every two years toward the end of the fiscal year.

Although all required acknowledgments are obtained and filed by human resources staff, a
discrepancy in the proper frling location of the forms by human resorilces staff was discovered
and this has been rectified.

July 2013 Status: Fully Implemented.

{.{<{<****{.{<{<
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SOAH X'ollow-up Review on the Status of Implementing Prior Years Audit Recommendations

Follow-up Review of the Docketing Section (Audit 2)

Final Report Issued February 17r2012

The internal audit of the Docketing Section had seven recommendations as shown below.

Recommendation l: The Docketing Section Manager should review the information entered in
the Lotus Notes Tracking System with the Assistant Director of Hearings Support and Team
Leader for the field staff to determine if caseload information, due dates and assignments for the

field staff can be obtained from the information generated from the CMS and currently utilized
by the headquarters' staff. If so, the additional and redundant entry of case information into
Lotus Notes Tracking System should be eliminated.

SOAH Management Response: Management is in full support of this recommendation. It has
already reviewed the Lotus Notes tracking system and determined that it can be eliminated.
Utilizing the CIS system, the field office lead ALJs will receive an email with newly docketed
cases needing assignment. From the CMS database, a report will be generated for each field
office lead ALJ that will consist of case load reports for each ALJ in the respective offices. This
will assist the lead ALJ with case assignments.

July 2013 Status: Fully Implemented.

Recommendation 2: The Docketing Section Manager should attempt to standardize procedures
in processing requests to docket cases for field hearings. Additionally, attempts should be made
to standordize all procedures where possible to aid in the fficiency and clarity of the process
and training of new staff,

SOAH Management Response: Again, management is in fuIl support of this recommendation.
In regard to the first point, the Texas Department of Motor Vehicles (DMV) is currently the only
referring agency that does not contact SOAH field offices for docket availability. We will
contact DMV to ascertain if this is something its staff can do prior to submission of a Request to
Docket Case form. As to the second point, standardization would be of great benefit to SOAH
personnel. However, there is a tension between SOAH requiring all agencies to comply with
strict guidelines on referring a case to SOAH and SOAH's desire to provide good customer
service to other agencies at the least expense to Texas taxpayers. The two agencies that vary the
most from a standard process are DPS with the ALR program and OAG with the child support
program. Because of the specifics of those cases and the costs associated with standardization,
SOAH has thus far accommodated the agencies' requests.

However, SOAH will continue to review agency-specific procedures and look for areas where
standardization is possible. Any changes will involve the team leaders and SOAH's executive
management.
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SOAH Follow-up Review on the Status of Implementing Prior Years Audit Recommendations

July 2013 Status: Fully Implemented.

Recommendation 3: The Docketing Section Manager should update the General Docketing
Procedures Manual and the Specffic Agency Procedures Manual with current procedures and
include appropriate information to adequately guide new employees. The manual should also
include expected timeframes for completion of specific taslcs. A Supervisor's Manual should be
developed detailing the duties and processes of the position. The manual should include all the
processes employed in reviewing and verifying the work of the staff,

SOAH Management Response: The Specific Agency Procedures have already been revised to
include step-by-step details with reference to written procedures for specific tasks (i.e., full
instructions for use of CIS, email confirmations, Timeslip entries, docket change forms, etc.) and
expected timeframes to complete the tasks. The General Docketing Procedures will be reviewed
to see ifany changes are appropriate.

The Docket Manager will begin working on a Supervisor's Manual to include details used to
review and veriff work completed by Docketing personnel.

July 2013 Status: Fully Implemented.

Recommendation 4: The Docketing Section Manager should establish a deadline for enny of
information into Timeslips based upon the receipt of the request to docket a case and
incorporate that timeline into the written procedures for the process. The written procedures
should also be updated to include additional data entry of information requiredfor two agencies.

SOAH Management Response: The newly revised Specific Agency Procedures now include a
timeframe for creating the client in Timeslips of five days from receipt of the Request to Docket
Case form. Some exceptions may apply in the event of receipt of large volumes of cases at one
time.

The procedures for 454 (TWC cases) and 608 (DMV) cases now include additional entry of the
"case t5rpe" for Timeslips.

July 2013 Status: Fully Implemented.

Recommendation 5: The Docketing Section Manager should request the development of a
monthly report to indicate the timeliness of work being produced in the Case Information
System. The Manager should consider the time frames from time of receipt by the Section to the
time of creation in CIS and timeframes from creation in CIS to publication as well as overall
timeframes from receipt in the Section to publishing and the time sensitivity of various
documents.

SOAH Management Response: The Docketing Manager will contact the CIS programmers,
iCaught, to request they build a report that can be used regularly to show the timeframes for
documents from time of receipt to time of creation and time of creation to publication. This
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SOAH Follow-up Review on the Status of Implementing Prior Years Audit Recommendations

should be a fairly easy request to accomplish. However, prograrnming costs might be involved.
Should programming for such a report not be cost prohibitive, it will be implemented.

July 2013 Status: Fully Implemented.

Recommendation 6: The written procedures should be updated to give guidance to staff on the
acceptable time periods for completion of entries. For example, motions and other time sensitive
documents must be created in CIS within a certain period of time or be published within a
certain amount of time of receipt. Procedures should also be specified for staff concerning the
allowable time periods for entry of non-sensitive data.

SOAH Management Response: Since inception of CIS, Docketing has had a general deadline
policy of publishing matters within four hours of receipt. One efficiency Docketing has
implemented is the processing of faxes and documents in TokOpen during the lunch hour. A
docket clerk is assigned a specific day of the week to open and close SOAH's Austin hearing
facility. The assigned clerk for the day is now required to process all hard copy faxes and any
documents in the TokOpen system from 12:30 p.m. to 1255 p.m. before going to the hearing
facility for the afternoon dockets. This practice allows documents filed during the lunch hour to
be processed more timely. Additionally, the filing intake procedures have been revised to
require that all filings received by noon are processed by noon and all filings received from noon
to 4:55 p.m. are to be processed by 5:00 p.m. Note: The number of filings Docketing receives
varies on a daily basis. To date one of the busiest days included over 700 filings and the slowest
was approximately 200 filings. The number of filings received day to day impacts how quickly
they are processed. Additionally, any motions received between 4:55 and 5:00 p.m. will be
processed as a priority.

The Specific Agency Procedures have been revised to include a timeframe of two days to enter
email confirmations into the CIS system.

JuIy 2013 Status: FuIIy Implemented.

Recommendation 7: The mail clerk should provide the ALR clerk with a receipt from the
receipts database, along with a copy of the check and transmittal letter to ensure that the funds
were logged into the receipts database.

SOAH Management Response: The mail procedures have been updated to now provide the
ALR Deputy Clerk a print-out of the receipts logged into the receipts database, along with the
copy of the check and the transmittal letter.

July 2013 Status: Fully Implemented.

t'f+***,F{<*d<*
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SOAII Follow-up Review on the Status of Implementing Prior Years Audit Recommendations

Follow-up Review of Purchasing and Contracting Systems and Controls
(Audit 3)

Final Report Issued October 22,2012

The intemal audit of Purchasing and Contracting had five recommendations as shown
below.

Recommendstion 1: Written procedures should be developed for the steps involved in the
encumbrance review/approval process and the "Interface Payable Entry into MIP" procedure
should be revised to include greater detail on the verification of the invoice and items received
as shown on the invoice.

SOAH Management Response: SOAH is in agreement with this recommendation. Additional
details have already been added to the interface payable entry procedure. Written procedures will
be developed for the encumbrance review and approval process.

July 2013 Status: Not Implemented. The review andlor development of procedures are
planned for early FY 2014.

Recommendation 2: The processes for bid solicitations should be amended to include the
completion and filing of the non-disclosure statement by the purchaser. The evaluation process
should include the completion of non-disclosure statements by the evaluation team and the use of
a scoring matrix in the evaluation of the bids.

SOAH Management Response: SOAH is in agreement with this recommendation and awarded
contracts for FY 2013 now have the signed non-disclosure statement along with the scoring
matrix which has been placed in the file(s). Procedures have been updated to reflect this change.

July 2013 Status: Fully Implemented.

Recommendation 3: The purchaser should review the updated State of Texas Contract
Management Guide and determine with legal counsel any changes that are necessary in the
agency's standards and terms form or in the invitation to bid documents.

SOAH Management Response: SOAH is in agreement with this recommendation. The
Purchaser will continue to review the Contract Management Guide for updates and will ensure
that all updated terminology and language are reflected on SOAH's forms.

July 2013 Status: Fully Implemented.
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SOAH Follow-up Review on the Status of Implementing Prior Years Audit Recommendations

Recommendation 4: Procedures for payingfor interpreter services should be revised to require
the vendor to submit time records with the invoice or an alternative method should be developed

for validating the accuracy of time billed. The verification procedures should include those
instances when the vendor is billing for interpreter services for cancelled hearings. The
procedures should also include the steps for docketing staff to follow when the dollar amount for
interpreter services will exceed the contracted amount, including who is authorized to approve
the higher amount if the purchaser is not available.

SOAH Management Response: SOAH is in agreement with this recommendation. A revised
procedure for paying for interpreter services is in the process of being drafted.

July 2013 Status: Not Implemented. The review andlor development of procedures are
planned for early FY 2014.

Recommendation 5: The Purchaser should develop written procedures on the agency processes
utilized in completing the annual report for "Expenditures for Recycled Material" submitted to
the Comptroller of Public Accounts.

July 2013 Status: Fully Implemented.
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State Office of Administrative Hearings Internal Audit of the ALR Hearings Process-
Final Report - April 18,2013

EXECUTIVE SUMMARY

Audit Purpose

The purposes of the internal audit of the
ALR Hearings Process were to determine if
Administrative License Revocation (ALR)
cases are being processed in accordance with
established agency procedures and agency
deadlines for issuing hearings orders; if there
are adequate record-keeping processes in
place including accurate time-keeping
processes for ALR hearings; and if the
records retention schedule for ALR cases is
being followed in maintai ALR cases.

The Docketing Section and field
offices generally provide orders and
requests for transcripts to required
parties in accordance with established
SOAH deadlines for the timely
issuance of orders and requests for
transcripts. However, changes to the
process could improve the

effectiveness and efficiency in some
ileas.

SOAH has not adequately addressed
the recommendations made by the
State Auditor's Office in the Jr:r:re2012
report regarding time reporting by
ALJs for ALR hearings. The agency
provided ALJ timekeeping refresher
training to all ALJs and the importance
of accurate timekeeping practices was
repeatedly stressed by the Chief ALJ.
However, testing indicates the accurate
timekeeping for ALR hearings still
remains an issue.

ALR hearing files are being
maintained in accordance with the
approved SOAH records retention
schedule as far as ensuring records are

not destroyed prior to indicated time;
however, some records ate being
maintained longer than necessary. The
effectiveness and efficiency of the

could be im

Key Audit Observations

There is a timely and effective process
for assigning Administrative License
Revocations hearing cases to the
Administrative Law Judges (ALJs) but
changes are needed in updating the ALR
Docket Report on the agency's website
to ensure that information on the website
is accurate.

Most ALJs are issuing orders within the
four-working-day deadline that has been
established for issuing orders on ALR
cases following the completed hearing.
The four-working-day deadline appears
to be an informal deadline and there is
no indication that it has been formally
communicated to the ALJs involved in
ALR hearings.

SOAH has effective quality controls in
place for ensuring that ALR hearings are
conducted and orders issued consistently
by the ALJs.
In the past three fiscal years, the agency
has received only three complaints
related to ALR hearings and only one
was determined to have merit.

Signifi cant Recommendations

The information provided on the
agency's website for ALR docket
information should be amended to
ensure all information is current and
correct by eliminating the "ALJ
Name".

.|
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Management should improve adherence
to the four-working-day deadline for
issuing ALR hearings orders by ensuring
all ALJs a.re aware of the deadline of
ALR order issuance after a hearing is
held and develop a report for the ALR
Program Manager which identifies
adherence to the agency deadline offour
working days for issuance of orders
subsequent to ALR hearings.
Data integrity in the Lotus Notes
Hearings Schedule database should be
improved by communicating to staff
what constitutes a "hearing held" for
dismissal and waiver cases and by
ensuring that consistent procedures exist
in all offices for entry of the information.
The procedure/process of service of
administrative orders in the Austin office
should be reviewed and changes made to
eliminate unnecessary delays from the
date of the order to the service date.

A monthly report should be developed to
indicate whether transcription requests
are being completed in a timely manner
by the vendor and all offices are enterins
information as required.
The Docketing Section Manager should
review the processes in the Fort Worth
office to ensure the proper entry of
appeals into the Hearings Schedule
database.

A monthly exception report should be
developed which would indicate any
docket number in the Lotus Notes
Hearings Schedule database with a final
order for the given month which does
not have a coresponding Lotus Notes
Time database ent

To improve efficiency and
effectiveness, the Docketing Section
Manager should develop a process for
processing closed case files that
eliminates unnecessary filing and re-
filing of closed case files, eliminates
the copying of orders, provides for
efficient use of the Lotus Notes
Hearing Schedule database-generated
monthly reports for closed cases to
serve as disposition log for closed case
files and the final order file and utilizes
a process to verifr differences in the
closed docket files and docket numbers
on the Lotus Notes Hearing Schedule-
generated monthly report.
The Records Retention Manager
should establish and communicate
final year-end deadline dates for
disposition logs that are required to be
submitted.

Managementts Response

Management generally agrees with the
report conclusions and recommendations.
Timelines and staff responsibilities have
been established for implementing all
recommendations made in the
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AUDIT PURTOSE & SCOPE

The purposes of the internal audit of the
ALR Hearings Process were to determine if
Administrative License Revocation (ALR)
cases are being processed in accordance with
established agency procedures and agency
deadlines for issuing hearings orders; if there
are adequate record-keeping processes in
place including accurate time-keeping
processes for ALR hearings; and if the
records retention schedule for ALR cases is
being followed in maintaining ALR cases.

The scope of audit work involved the
review, analysis and/or testing of the
following areas:
o procedures for assigning ALR cases and

updating the ALR cases on the agency
website;

o timelines for issuing ALR orders after
hearings are completed;

. procedures for conducting ALR hearings
and issuing orders on ALR hearings that
are completed;

. processes for providing requests for
transcripts and related information to
outside parties that have requested
information on ALR cases;

o procedures for tracking time on ALR
hearings and entering ALR hearings
information into the Lotus Notes Time
System; and

o procedures for retaining ALR hearings
cases in accordance with the approved
agency records retention schedule.

The scope of audit work includes review of
ALR hearings procedures performed by
SOAH field offices; however, all work was
performed at the SOAH headquarters.

Specific audit objectives were developed
and coordinated with SOAH management.

These audit objectives and the results of our
audit work are presented in the next
section, "Audit Results and

Recommendations."

AUnIT RNSULTS AND
RECOMMENNATIONS

The results and recommendations of the
internal audit are presented in this section
for each of the six audit objectives that
were established and coordinated with
SOAH management.

Audit Objective 1: Determine if there is a
timely and effective process for assigning
ALR Hearings cases to the ALJs and for
updating and making the ALR docket

available on the SOAH website.

There is a timely and effective process for
assigning Administrative License
Revocations hearing cases to the
Administrative Law Judges (ALJs) but
changes are needed in updating the ALR
Docket Report on the agency's website to
ensure that information on the website is
accurate.

The state is divided into county service
areas for ALR hearings and each office
services an assigned list of counties in
which the driving while intoxicated arrest
occurred. Austin, Corpus Christi, Dallas,
El Paso, Fort Worth, Houston, Lubbock
and San Antonio are the office locations
throughout the state in which ALR
hearings are held and an additional 31

remote sites in which ALR hearings are to
be held are designated. Hearings for ALR
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cases are initially scheduled by the
Department of Public Safety (DPS). During
the week prior to the hearing date, each
office assigns an ALJ to the particular court
for the hearings or to a telephonic docket.
While the procedures may vary due to the
quantity and location of cases, team leaders
assign cases taking into consideration the
travel requirement, pending Proposal for
Decision (PFD) hours and workloads of
ALJs.

After the assignment of cases by the team
leader, there are occasions in which the
assigned ALJ is not available for the
hearing. The practice is for the assigned
ALJ to find a replacement, transfer the files
and notif'the Docketing Section staff. The
Docketing Section staff does not update the
Lotus Notes Hearings Schedule database but
does update manual records maintained in
the Docketing Section for reference. The
ALR docket information indicating the ALJ
for specific cases on the agency's website is
not updated. In some field offices, the ALJ
information is updated as a change occurs in
the assignment. However, the ability to
maintain flexibility in the reassignment of
cases ensures a timely hearing process.
Additionally, the ability to assist other
offices when a hear,y caseload presents itself
or unexpected absences occur also allows
for a timely hearing process.

Recommendation 1: The information
provided on the agency's website for ALR
docket information should be amended to
ensure all information is current and comect
by eliminating the "ALJ Name". Some

ffices do not update the information in the
Lotus Notes Hearings Schedule database
system when it ,s changed and ALJs
indicated prior to a continuance remain as

the ALJ until days before the new hearing
when a dffirent ALJ is usually assigned.

SOAH Management Response:
Management implemented the
recommendation effective
February 25,2013.

Responsible Position: Docketing manager
and IR systems analyst
Target Completion Date: February 25,2013

Audit Objective 2: Determine if the orders

for completed ALR hearings are completed
in accordance with established SOAH
deadlines for the timely issuance of ALR
hearings orders.

Orders for completed ALR hearings are
generally being issued in accordance with
established SOAH deadlines for the timely
issuance of ALR Hearings orders based on
analysis of FY 2012 data for hearings and
orders.

Calculation of the average days to issue
orders is difficult because of the way data
is recorded in the Lotus Notes Hearings
Schedule database, but as noted below it
appears that most ALJs are issuing orders
within the four-working-day deadline that
has been established for issuing orders on
ALR cases following the completed
hearing. The four-working-day deadline
appears to be an informal deadline and
there is no indication that it has been
formally communicated to the ALJs
involved in ALR hearinss.

ln analyzing the data on closed cases for
FY 2012 a number of issues were found
that made it diffrcult to calculate the
average number of days to issue orders
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after the ALR hearing was conducted. As a

result, it was necessary to exclude some
cases where there were problems with the
accuracy of the data. After excluding cases

with known data integrity problems,
affirmative, negative and default orders were
analyzed to determine the percentage of
hearings in which the order was issued
within four working days from date of the
hearing. Eighty{hree percent (83%) of the
orders were issued within four working days
of the hearing date. Dismissal orders may
be issued with or without a hearing. For
those dismissal orders issued as a result of a
hearing, 93Yo werc within the established
working four day timeline. Other dismissal
orders reviewed indicate times from five to
86 days. Waiver orders in which a hearing
was held were issued within four working
days for 77o/o of the cases analyzed. The
remaining times ranged from five to 80 days.

Staff indicated an expectation of a larger
number of dismissal orders resulting from a
hearing than non-hearing held dismissal
orders as dismissals often occur at the time
of the hearing. As motions to waive
hearing generally occur prior to a hearing, a
larger percentage of waiver orders occur
from situations not involving a hearing than
those resulting from a hearing. In reviewing
all dismissal orders, dismissals without a
hearing comprised 85% of the total
dismissals, a much greater percentage than
expected. In reviewing all waivers, waivers
without a hearing comprised 86% of the
total waivers issued as expected. For
dismissal orders where a hearing was not
held, 50% of the orders occurred on the
same date as the hearing was to be held. In
reviewing docket information, there are
ALJs that never indicate a hearing is held
when a dismissal order is issued. While this
may be possible, it also suggests that ALJs

may not be using the same definition for
"hearing held". SOAH needs to
communicate a definition for "hearing
held" to all ALJs for consistency in
reporting hearings held.

Recommendation 2: Management should
improve adherence to the four-working-
day deadline for issuing ALR hearings
orders by ensuring all ALJs are aware of
the deadline of ALR order issuance after a
hearing is held; if possible, electronically
generate memos/emails to ALJs if orders
are not issued in a set period of time after
a hearing date such as seven days;
develop a weekly report for Team Leaders
of orders that have not been issued after
14 days of hearing date; and develop a
report for the ALR Program Manager
which identifies adherence to the agency
deadline offour working days for issuance
oforders subsequent to ALR hearings.

SOAH Management Response: In an
effort to ensure prompt rulings, SOAH has

more formally implemented its self-
imposed goal of ALJs completing final
orders for ordinary ALR cases within four
working days. Management commits to
and is presently working on a report to
determine compliance. Management notes
that there are exceptional cases where
ALJs are not expected to meet the four-
working-day goal. Two of these are when
parties ask that the record remain open or
when the final order is returned to the ALJ
by Docketing staff to correct a typo.

Responsible Position: SOAH's general

counsel, ALR team leader, and IR systems
analyst
Target Completion Date: September 1, 2013
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Recommendation 3: Data integrity in the
Lotus Notes Hearings Schedule database
should be improved by communicating to
staff what constitutes a "hearing held" for
dismissal and waiver cases and by ensuring
that consistent procedures exist in all ffices
for entry of the information. A weekly
exception report should be developedfor the
Docketing Section Manager on all data
(field and headquarters) entered the
previous week that contains erroneous
information.

SOAH Management Response:
Management is develofing an ALR billing
memo to better define and disseminate the
definition of when a hearing is held. With
the help of IR, management is also
developing and implementing reports to
assist the ALJs in maintaining accuracy.
Finally, SOAH Docketing will initiate a new
field in the Lotus Notes database requiring
the notation of whether a hearing was held
when a case is dismissed before completing
the data entry for these cases. This
requirement will mirror that aheady in place
for decisions issued pursuant to waivers.

Responsible Position: ALR team leader,
docketing manager, and IR systems analyst
Target Completion Date: September 1, 2013

Audit Objective 3: Determine if there are

ffictive quality controls in place fo,
ensuring that ALR Hearings are conducted
and orders issued consistentlv bv the ALJs.

SOAH has effective quality controls in place
for ensuring that ALR hearings are
conducted and orders issued consistently by
the ALJs.

Though an informal process, SOAH does

have a mechanism to review the hearing
proceedings with any ALJ in conjunction
with evaluations or with newly hired ALJs.
Templates are provided for the use of the
ALJ and to provide the standard the
agency wishes to follow, although they are

not required. Training is provided annually
to include changes in the law, case law,
evidence and other material of pertinent
importance. In the past three fiscal years,

the agency has received only three
complaints related to ALR hearings and
only one was determined to have merit.
Review of the data maintained on cases

appealed indicates that 2Yo of the final
orders have been appealed in FY 2011 and
FY 2012. Although the agency cannot
document that they have reports on
decisions of all appealed cases, the
decisions they have been provided indicate
that less than one half of one percent of
appeals have been reversed.

Recommendations : None.

Audit Objective 4: Determine f the
Docketing Section andfield ffices provide
orders and requests for transcripts to all
required parties in accordance with
established SOAH deadlines for the timely
issuance of orders and requests for
transcripts.

The Docketing Section and field offices
generally provide orders and requests for
transcripts to required parties in
accordance with established SOAH
deadlines for the timely issuance of orders
and requests for transcripts. However,
changes to the process could improve the
effectiveness and efficiency in some areas.
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Staff indicated that the service of
administrative orders should be the "same
day or next day" after the date ofthe order.
Testing for the process was not possible as

the original supporting documentation is
destroyed after 60 days of the order date.
The Lotus Notes Hearings Schedule
database contained agency-entered
information in relation to the 27,978 docket
numbers processed in FY 2012 and was
reviewed for timeliness of the service date
for orders. The order date to the service
date was reviewed. While all field offices
averaged less than a day, the Austin office
averaged appeared to be high (2.53 days). A
review of docket numbers in the Austin
office indicated that a 28oh of dockets had
service time higher than three days and
ranged from four to 30 days. The large
difference in average service time of the
Austin office as compared to the field
offices indicates a possible systemic
procedural issue in the Austin office.

Requestors for transcripts are advised that
the process will take 30 days after receipt of
the required fee. While testing was not
possible with the original documents, the
Hearings Schedule database contained
agency--entered information associated with
the process. Review of the available data for
transcript processing (transcription vendor
processing) and transcripts associated with
appeals (transcription vendor and agency
staff processing) from the time of receipt of
the required fee indicated that 12 days was
the average in fulfilling the requests and
only ten requests exceeded the 30-day
timeline.

Further review was performed on the
timeliness of the agency's vendor in
providing the requested transcriptis. The
agency's vendor has ten working days to

provide the requested transcript to the
requestor. The date of notification to the
vendor and the date of mailing to the
requestor are captured in the Hearings
Schedule database. Requests involving
appeals were not considered as the final
shipper of the information is the agency
rather than the vendor as with transcript
only requests. Out of 687 transcript
requests for all offices, 10olo exceeded 14

days, which is not within the contracted
limits with the vendor. However, requests
which indicated problems with agency-
provided audio tapes, issues involving case

specific exhibits or holidays were not
excluded from the calculations. The data
reviewed also indicated possible issues

with the vendor service or with adherence
to agency requirements for data entry as

one office never entered the mailed date of
the transcriptions, an additional 30
instances occurred where money was
received but no delivery date was entered
to the requestor, and seven instances
where money was received and a

transcription request was not sent to the
vendor or it was not entered. Data
reviewed did not indicate if the funds were
refunded, though it is possible for that to
have occurred. Failure to adhere to the
agency's procedural requirements inhibits
the agency's ability to monitor its
contractual requirements with its vendor
for ensuring the timely completion of
transcript requests.

In reviewing the transcript request data for
petitions or appeals, one additional issue
was noted concerning files indicated as

being appealed. The Fort Worth office's
data shows 331 of the 364 records which
are marked as "petition" (meaning an
appeal is filed) indicate no action as no
money is ever received. The data further
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indicates the "date information entered into
the database" is before the receipt of the
actual appeal. As the data cannot be entered
until the file marked copy of the appeal is
received, it makes the entry of the data
somewhat suspect. The total number of
petitions indicated for the entire State is 615
and Fort Worth data indicates more than half
of the State total. The Fort Worth office
process needs to be reviewed for eroneous
entries indicating appeals which may not be
occurring.

Recommendation 4 : The procedure/process
of service of administrative orders in the
Austin ffice should be reviewed and
changes made to eliminate unnecessary
delays from the date of the order to the
service date. Efforts should include the time
elapsed from date of order to the time the
order is placed in receptacle for pick-up,
stffing to process the service as compared
to field staff and coverage of the duties when
staff absences occur. A report should be

developed which will indicate the service
time to aid the Docketing Section Manager
in reviewing the process on an on-going
basis.

SOAH Management Response: General
docket orders are presently required to be
submitted before 3:00 p.m. or be dated for
the next working day. Management will
initiate this same requirement for ALR final
orders. The orders must be submitted before
3:00 p.m. to generally go out that same day.
Otherwise, the orders should be dated for the
next working day. This will be included in
additional ALR training.

Docketing has shifted some ALR duties to
allow for even faster processing of ALR
orders than in the past. Docketing will have
a final 3:00 p.m. pick up for ALR orders and

will strive to issue these orders that same

day. In any event, docketing will serve
ALR orders not more than two working
days after they are submitted for issuance.

Additionally, a report from Lotus Notes
will be created from the issued date to the
service date and regularly monitored by
docketing.

Responsible Position: ALR team leader and
docketing manager
Target Completion Date: April 30,2013

Recommendation 5: A monthly report
should be developed to indicate whether
transcription requests are being completed
in a timely monner by the vendor and all
ffices are entering information as

required. An annual report should be

provided to Purchasing to assist in
determining whether the vendor met its
contractual deadlines fo, providing
tr ans cr iptions of he ar ings.

SOAH Management Response: The
manager of Docketing will work with IR's
system analyst to create a report from the
Lotus Notes database providing the
number of days it takes the transcript to be

completed by the vendor. The report will
also indicate whether all necessary data
has been reported by each SOAH office
and will be provided to SOAH fiscal
(purchasing department) at the end of each

fiscal year.

Responsible Position: docketing manager and
IR systems analyst
Target Completion Date: May 31,2013

Recommendation 6: The Docketing
Section Manager should review the
processes in the Fort Worth ffice to
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ensure the proper entry of appeals into the
Hearings Schedule databas e.

SOAH Management Response: In the Fort
Worth area) some defense attorneys are
requesting an appeal with SOAH when they
are intending to obtain only an occupational
license, not an appeal of the ALJs' orders.
Filing an appeal with SOAH is not
appropriate in this situation as occupational
licenses are a matter for the county courts
and no transcript is necessary. The SOAH
Fort Worth office has been advised of this
situation, and SOAH will develop
instructions for defense attorneys advising
them that SOAH should not be included in
the occupational license process.

Responsible Position: ALR team leader,
docketing manager, Fort Worth field office
lead ALJ.
Target Completion Date: April 30,2013

Audit Objective 5: Determine if SOAH has
adequately addressed the recommendations
made by the State Auditor's Office in their
June 2012 report regarding time reporting
by ALIs for ALR hearings.

SOAH has not adequately addressed the
recommendations made by the State
Auditor's Office in the June 2012 report
regarding time reporting by ALJs for ALR
hearings. The agency provided ALJ
timekeeping refresher training to all ALJs
and the importance of accurate timekeeping
practices was repeatedly stressed by the
Chief ALJ. However, testing indicates the
accurate timekeeping for ALR hearings still
remains an issue.

Two tests of agency data were completed to
review the ALR timekeeping functions. The

first test compared the final orders issued
in October 2012 in the Lotus Notes
Hearings Schedule database to the Lotus
Notes Time database to determine if all the
final orders from Hearings Schedule
database had time recorded in the Lotus
Notes Time database for October 2012.
Seventy-seven (77) final orders as

indicated in the Lotus Notes Hearings
Schedule database had no time recorded in
the Lotus Notes Time database. This
represents approximately 3Yo of the final
orders issued in October 2012. Twenty-
two (22) of the 77 orders were tested to
determine the reason for non-entry into
Lotus Notes Time database by reviewing
timesheets of the ALJs in which the
reporting should have occurred. Of the
tested files, 55% of the timesheets
indicated that the ALJ did not report any
time for the case even though it was on the
timesheet for assigned cases;.in l3.5Yo of
the timesheet files time was reported but it
was not entered into Lotus Notes Time
database and it was not caught by the
ALJ's summary review; 18% of the
timesheets indicated the time was reported
incorrectly as in interim order; and l3.5oh
of the timesheets indicated the time was
reported for a hearing but not for a final
order.

The second test was performed to
determine if the time entered into Lotus
Notes Time database agreed with the
actual documents in the docket case files.
One hundred seventy-five (175) docket
numbers were selected from the docket
numbers found in Lotus Notes Time
database with a time entry for a final order
during the month of October 2012. These
175 docketed cases were reviewed,
ensuring each field office was included.
Forty-two (42) enors were identified in the
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Lotus Notes Time system from testing (each
docketed case could have more than one
error) and the errors involved 35 docketed
cases of the tested files or 20Yo. Errors
occurred in the Lotus Notes Time database
as follows:
o Hearings not reported l0
o Orders not reported 10
o Review of Motion entry error 4
o Erroneous or double entry 18

42

Based on the testing performed on October
2012 actions on the Hearings Schedule and
Time database systems, there are still
problems in accurately recording time
worked on ALR hearings and better quality
controls are needed over time reporting.

Recommendation 7: A monthly exception
report should be developed which would
indicate any docket number in the Lotus
Notes Hearings Schedule database with a
final order for the given month which does
not have a corresponding Lotus Notes Time
database entry.

SOAH Management Response:
Management notes that for the frrst six
months of FY 2013, the total time missing
was approximately 38 hours. This occurs
when ALJs do not bill time for issuance of
an order that merely requires the ALJ to sign
a document previously prepared by one of
the parties.

SOAH anticipates that the preparation and
review of reports will take more time than
that lost in the unbilled time. SOAH has
developed a report to help identifu when a
final order has been issued but no time was
billed. This report will be reviewed by the
ALJs prior to the confirmation of their billed
time each month. This process will be

refined over the next few months as

necessary to obtain the most cost effective
benefit.

Management has a working group
searching for time billing programs that it
can implement in FY 2014 and that allows
for entry of ALR time, general docket
time, and leave time into one time system.
This system should be more efficient and
effective. Moreover, SOAH continues to
work with DPS on creating a long-term
solution to the Lotus Notes problem by
implementation of a system that replaces
Lotus Notes and other legacy systems.

Responsible Position: ALR team leader, IR
systems analyst, manager of docketing,
asst. to the chief, ALJ-IR liaison.
Target Completion Date: September 1, 2013.

Recommendation 8.' A monthly recap

from the Lotus Notes Hearings Schedule
database of interim andfinal orders issued
by docket number should be developed
with related information for each ALJ to
assist in the review of monthly time
reported and entered into Lotus Notes
Time database.

SOAH Management Response: This
recommendation is similar to
recommendation 7. SOAH has developed
a report to assist the ALJs in recording
accurate time for ALR but our reporting is
still limited by the accuracy of the data in
Lotus Notes, a shared database owned by
DPS. Until Lotus Notes is replaced,
management does not expect to achieve
the performance acceptable to SOAH's
hish standards.
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Responsibte Position: ALR team leader, IR
system analyst, manager of docketing, asst.

to the chief; ALJ-IR liaison
Target Completion Date: September 1, 2013

Audit Objective 6: Determine if ALR
hearings files are being maintsined in
accordance with the approved SOAH
r ecor ds r etention s che dul e.

ALR hearing files are being maintained in
accordance with the approved SOAH
records retention schedule as far as ensuring
records are not destroyed prior to indicated
time; however, some records are being
maintained longer than necessary. The
effectiveness and efficiency of the process
could be improved.

There are three retention processes for the
closed ALR files: closed docket files,
interim and final order files and appealed
case files. Closed docket files may be
destroyed 60 days after the date of the final
order; interim and final order files may be
destroyed three years after the final order
date (prior to July 2012, it was one year and
covered only the final order); and, appealed
case files may be destroyed three years after
the appealed date. Review and testing of the
disposition logs for FY 2012 for closed
docket files indicated that all offices had
submitted the required disposition logs,
except one field office which had not
submitted the last four months of the fiscal
year as of January 22, 2013. While the
agency procedures indicated that monthly
disposition logs will be prepared and
submitted to the Records Retention Officer,
many offices prepare the disposition log
several months at a time. No deadline date
after the end of the fiscal year is stated or
required for submission of all logs for the

prior year. Testing was completed for
final order files prior to the change of
retention time to three years from one year

in July 2012. Only two offices had

submitted dispositions logs for cases from
January 2011 thru June 2011. IrFY 2012
no disposition logs were submitted for
destruction of appealed cases in 2009.
Documents may not be destroyed until
approval is received from the Records

Retention Officer after the submission of
the disposition logs. Actual destruction of
documents was not reviewed for the
Austin office or field offices.

The process of compiling the disposition
log for Austin was reviewed and tested to
determine the accuracy of the Closed Case

Disposition Log and the Final Order Log.
The Closed Case Disposition Log
indicated 15 cases that had a final order
issued in October 2012but were not listed
on the Final Order Disposition Log and 14

cases were listed on the closed case file
incorrectly due to programming enors.
The Disposition Log for final orders
contained 30 docket numbers that had
some type of error such as Lotus Notes
programming issues, order not entered into
Lotus Notes Hearings Schedule database,

orders incorrectly included in wrong
month, typos in docket numbers and
inclusion of default cases which were not
closed files. The errors represented a 5olo

effor rate. The programming issues

identified during the audit were corrected.
The process of maintaining the closed case

files, the final order files and the appealed
files are similar in each office but there are

differences such as how the disposition
log is developed (produced manually or
from a report in Lotus Notes); when the
final order file is developed (immediately
after the file is closed in Lotus Notes or
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after the 60 day period of retention of the
case file); whether orders are copied (some
offices copy all orders and other offices do
not); and. how often a closed file must be re-
filed or moved.
Additional testing was completed in the
Austin office to verifr the final order file
contained all interim and final orders after
the change of the retention period to three
years. Of the tested files, 13% did not
contain the entire set of orders. The current
process of separating orders from the file
immediately after the file is closed results in
default cases that have incomplete records.

Recommendation 9: To improve fficiency
and ffictiveness, the Docketing Section
Manager should develop a process for
processing closed case files that eliminates
unnecessary filing and re-filing of closed
case files, eliminates the copying of orders,
provides for fficient use of the Lotus Notes
Hearing Schedule database-generated
monthly reports for closed cases to serve os
disposition log for closed case files and the

final order file and utilizes a process to
verifl dffirences in the closed docket files
qnd docket numbers on the Lotus Notes
Hearing Schedule-generated monthly report.
The new process should also be established
in the field ffices to provide a consistent
process throughout the State and eliminate
unne c e s s ary pr o c e dur e s.

SOAH Management Response: The
manager of docketing changed the
processing of closed files effective February
I,2013. All orders will remain within the
file until the record retention has been met.
At that time, all orders will be removed and
kept together along with the database
generated report which will serve as the final
order disposition list as well as the non-
appealed case file disposition 1og.

Additionally, the docketing manager will
coordinate with field office personnel to
utilize Lotus Notes to generate reports that
will serve as disposition logs. This will be

added to the ALR procedures manual.

Responsible Position: manager of docketing
and ALR team leader
Target Completion Date: Implemented in
Austin on February I,2013. Verification
and coordination with field offices to be

completed by April 30,2013.

Recommendation l0: The Records
Retention Manager should establish and
communicate final year-end deadline dates

for disposition logs that are required to be

submitted.

SOAH Management Response: A
schedule will be created and distributed to
affected SOAH personnel. This will aid in
the destruction of case files presently
retained beyond their initial retention
period. This will be added to the ALR
procedures manual.

Responsible Position: records retention
manager
Target Completion Date: April 30,2013

{<,i< t< {< {< {< * * * t<,r,r
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Audit Purpose

The pu{poses of the internal audit of
purchasing and contracting were to determine
ifpurchases and contracting procedures are in
compliance with state laws; if adequate
internal controls and effective procedures
have been established for purchasing and
procuring contractors; if staff members
performing purchasing and contract
negotiation functions have been trained and
certified as required by state rules; and if
purchasing reports are accurately prepared,
timely submitted and adequately documented.

EXECUTIVE ST}MMARY Purchasing has an effective and efficient
process for performing the agency
historically underutilized business
(HUB) coordination functions and the
purchasing functions comply with all
statutes and administrative rules
governing HUB coordination by state

agencies.

SOAH has effective processes for paying
contractors that ensures the agency pays

a fair price for the goods and services
specified in the contracts; however, the
procedures for payment of interpreter
services need to be amended to ensure
the services billed and billing amounts
are correct and approved before payment
is made.

Purchasing and contracting reports
submitted to the Comptroller and the
Legislative Budget Board are

consistently filed timely with adequate
supporting documentation.

Signifi cant Recommendations

o Procedures for paying for interpreter
services should be revised to require the
vendor to submit time records with the
invoice or an alternative method should
be developed for validating the accuracy
of time billed.

Management's Response

Management agrees with the report
conclusions and recommendations.
Timelines and staff responsibilities have
been established for implementing all
recommendations made in the

Key Audit Observations

Purchases and purchasing procedures
comply with state laws and regulations
governing the various types ofpurchases
made by SOAH.
There are effective and efficient
procedures for purchasing, encumbrance
and receiving functions.
Purchasing and encumbrance functions
are performed timely and accurately.
All personnel involved in performing
purchasing and contract negotiation
functions have been trained and certified
as required by the Comptroller of Public
Accounts.
There is an effective procurement
process for ensuring that the most
qualified contractors are fairly and
objectively selected in compliance with
state procurement guidelines.
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AUDIT PURPOSE
AND SCOPE

The purposes of the internal audit of
purchasing and contracting were to determine
ifpurchases and contracting procedures are in
compliance with state laws; if adequate
internal controls and effective procedures
have been established for purchasing and
procuring contractors; if staff members
performing purchasing and contract
negotiation functions have been trained and
certified as required by state rules; and if
purchasing reports are accurately prepared,
timely submitted and adequately documented.

The scope of the audit included review,
analysis and testing of the following areas:

o purchasingprocedures;
o purchases and contracts;
o purchase orders;
o purchase requests;
o receiving functions;
o purchaser training and certification;
o contractorselection;
o contractor payments; and
o purchasing reports.

Specific audit objectives for each of these
audit areas were developed and coordinated
with SOAH manasement.

AUDIT RESULTS AND
RECOMMENDATIONS

The results and recommendations of the
internal audit work are presented in this
section for each of the eight audit objectives
that were established and coordinated with
SOAH manasement.

Audit Objective 1: Determine if purchases
and purchasing procedures comply with
state laws and regulations governing the
various types of purchases made by SOAH.

Audit review and testing indicates that
purchases and purchasing procedures

comply with state laws and regulations
governing the various types of purchases

made by SOAH. The state procurement rules
are complex and require considerable
training and knowledge to use properly. The
SOAH purchaser is knowledgeable about the
requirements of state purchasing and, in
particular, is very knowledgeable about the
State of Texas Procurement Manual and
how to use it to determine the proper
purchase type.

Testing of FY 2012 purchase orders
indicated that all tested purchases were
made using the correct procurement method
and Purchase Category Codes (PCC) codes
and all purchases had the required agency
approvals and documented budget approval.
For certain types of purchases, legal cites are

required to be indicated on the purchase
order, but the legal cites were only included
on the purchase voucher. The purchaser
made the correction during the audit and has

begun to include the legal cites on the
purchase order.
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Recommendations : None.

Audit Objective 2: Determine if there ore
adequate internal controls and ffictive and
fficient procedures .for purchasing,
e ncumbr anc e and r e c e ivinp funct i ons.

There are effective and efficient procedures
for purchasing, encumbrance and receiving
functions, but there is a lack of segregation
of duties among these three functions. An
effective segregation of duties for purchases
results when the purchasing, receiving and
payment functions are performed by
different staff members. The purchaser also
receives the products ordered that are
delivered to the Austin headquarters office.
Ideally, the receiving function should be
performed by another person. However,
there are compensating controls in place to
address the lack of segregation of duties as
discussed below.

The purchaser encumbers purchases in the
accounting system, but a different person
posts these encumbrances. The purchaser
and the accounts payable clerk are restricted
from posting the encumbrances by the
accounting software. There is also a
compensating control in place which
requires the accounts payable clerk to veriff
the receipt of goods with the ordering pa4u.
This usually involves the accounts payable
clerk obtaining the receiving reports, but
sometimes receipt of goods is documented
by emails from the field offices.

Audit testing of purchasing, encumbering
and receiving functions indicated that the
purchasing and encumbrance functions are
performed timely and accurately.

There are detailed procedures for purchasing
and the encumbrance and interface payable

entries into the accounting system.
However, there were no documented
procedures for the encumbrance approval
process. In addition, the procedure for the
interface payable entry into the intemal
accounting system lacks details about how
items on the invoice are to be verified. For
example, current procedures indicate to
"verifu the item was received and/or the
service was completed." It does not indicate
with whom or how that verification is to
occur.

Recommendation 1: Written procedures
should be developedfor the steps involved in
the encumbrance review/approval process
and the "Interface Payable Entry into MIP"
procedure should be revised to include
greater detail on the verffication of the
invoice and items received as shown on the
invoice.

SOAH Management Response: SOAH is
in agreement with this recommendation.
Additional details have already been added
to the interface payable entry procedure.

Written procedures will be developed for the
encumbrance review and approval process.

ResponsiblePosition: CFO
Target Completion Date: December 15,2012

Audit Objective 3: Determine f all
personnel involved in performing
purchasing and contract negotiation

functions have been trained and certffied as

required by the Comptroller of Public
Accounts.

All personnel involved in performing
purchasing and contract negotiation
functions have been trained and certified as

required by the Comptroller of Public
Accounts. The purchaser is currently a
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Certified Texas Procurement Manager
which indicates that she is eligible to make
purchases over $100,000. She has passed the
required exam and attended required classes
on Basic Public Purchasing, Texas
Advanced Public Purchasing, and Cost and
Price Analysis, Negotiations and Contract
Administration. Previously, the purchaser
was a Certified Texas Purchaser which
indicates that the first two levels of
purchasing training were attended and the
certification test was passed covering the
requirements for Basic Public Purchasing,
Advanced Public Purchasing and contents of
the State of Texas Procurement Manual.

Purchasers are required to attend 120 hours
of continuing education over a five-year
period with no more than 45 hours in any
one period to maintain their certification.
For the past five years, the purchaser has met
or exceeded that requirement. Additionally,
the purchaser has attended one of the three
available classes for state contract manasers.

Recommendations : None.

Audit Objective 4: Determine if there is an

ffictive procurement process for ensuring
that the most qualified contractors are fairly
and objectively selected in compliance with
state procurement guidelines.

There is an effective procurement process
for ensuring that the most qualified
contractors are fairly and objectively
selected in compliance with state
procurement guidelines. SOAH followed the
correct contract procurement method for the
one contract that was awarded during fiscal
years 2011 and 2012 by an invitation to bid
process. All of the steps for preparing
contracts for solicitation and advertising the
contract solicitations as recommended in the

State of Texas Contract Management Guide
were followed and documented, except the
non-disclosure statement by the purchaser
was not completed and maintained in the
file. The State of Texas Contract
Management Guide also recommends the
evaluation process include non-disclosure
statements to be completed by the contract
evaluation team and a predetermined scoring
matrix be utilized in assessing the responses
by vendors; however, these items were not
included in the evaluation process.

Recommendation 2: The processes for bid
solicitqtions should be amended to include
the completion and filing of the non-
disclosure statement by the purchaser. The

evaluation process should include the
completion of non-disclosure statements by
the evaluation team and the use of a scoring
matrix in the evaluation of the bids.

SOAH Management Response: SOAH is
in agreement with this recommendation and
awarded contracts for FY 2013 now have the
signed non-disclosure statement along with
the scoring matrix which has been placed in
the file(s). Procedures have been updated to
reflect this change.

Responsible Position: Purchaser
Target Completion Date: Completed

Audit Objective 5: Determine if there are
effictive and fficient processes -fo,
performing the agency historically
underutilized business HUB) coordination

functions and if these functions comply with
all statutes and administrative rules
governing HUB coordination by state
agencies.

Purchasing has

process for
an effective
performing

efficient
agency

and
the
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historically underutilized business (HUB)
coordination functions and the purchasing
functions comply with all statutes and
administrative rules governing HUB
coordination by state agencies. The
Comptroller's Office tracks and provides
information about HUB activity for the
agency each fiscal year. Procurement
category, gender and ethnicity of all HUB
vendors are captured by the Comptroller's
Office. For the first six months of the
current fiscal year, SOAH received 46.90/o of
its bid/proposals from HUBs and awarded
42.I% of its competitive/non-competitive
contracts to HUBs. For the six procurement
categories tracked and reported for FY 20II,
SOAH far exceeded the good faith effort
recommended by the Comptroller's Office
for two of the categories (other services and
commodity purchasing); two other
categories were below the guideline;
however, there was only one purchase in
each ofthe categories (Professional Services
and Special Trade) and the remaining two
categories (Heavy Construction and
Building Construction) were not used by the
agency. Overall, the agency is effectively
using HUBs when making purchases and
contracting for services.

Recommendations : None.

The State of Texas Contract Management
Guide provides basic information on
contract formation as well as other topics
involving agency contracts. While the guide

notes that contracts have many exceptions
and variations to the general rules and
agencies should consult their legal counsel,
it provides information as a guide for state

agencies. In Chapter 6, the guide describes
the legal elements of a contract as'well as

noting that some clauses and provisions
should be included in all contracts.

Purchase orders comprise the majority of
purchasing contracts utilized by SOAH.
However, there are a small number of
contracts that are established by invitations
to bid, vendor responses and purchase orders
(including the agency's standards and
terms), and these three documents comprise
the agency contract. These purchasing
documents were reviewed to determine that
the identified elements of a contract and the
"essential clauses and provisions" as

identified in the State of Texas Contract
Management Guide were present. All
contracts reviewed contained the identified
elements of a contract and the essential
clauses and provisions with one exception.
One contract did not address the
ownership/intellectual property including
rights to data, documents and computer
software.

The State of Texas Contract Management
Guide was recently updated in January 2012
and it has expanded or changed the wording
of several essential clauses and provisions.
While the purchaser included the
recommended information in current
contracts, the purchaser needs to review the
updated terminology and language and
update SOAH's forms as necessary. Audit
review indicated six areas in the SOAH
contracts where language has been expanded
or changed in the recently updated contract
management guide.

Audit Objective 6: Determine if there is an
ffictive contract establishment process that
holds contractors accountable for delivery
of quality services, prevents the
inappropriate or infficient use of state

funds, and includes all required and
contract provisions.
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Recommendation 3: The purchaser should
review the updated State of Texas Contract
Management Guide and determine with
legal counsel qny changes that qre

necessary in the agency's standards and
terms form or in the invitation to bid
documents.

SOAH Management Response: SOAH is
in agreement with this recommendation.
The Purchaser will continue to review the
Contract Management Guide for updates and
will ensure that all updated terminology and
language are reflected on SOAH's forms.

Responsible Position : Purchaser
Target Completion Date: Completed

Audit Objective 7: Determine if there is an

ffictive process for paying contractors that
ensures that.the agency pays a fair and
reasonable price for the goods and services

ified in the contracts.

SOAH has effective processes for paying
contractors that ensures the agency pays a

fair price for the goods and services
specified in the contracts; however, the
procedures for payment of interpreter
services need to be amended to ensure the
services billed and billing amounts are
correct and approved before payment is
made.

Agency procedures require program user
approval of invoices prior to payment to
ensure the services are delivered as per the
contract and payment agrees with the
contract amount. The agency uses
contractors for four types of services each
year:. interpreter services, transcription
services, programming services and internal
audit services. Audit testing indicated that
there are adequate controls and procedures

for making payrnents for each of these types

of services except the interpreter services.

Several issues were noted in testing
payments for interpreter services. Although
the accounts payable clerk attempts to
validate that the services were received by
having the docket clerks veriff that ahearing
was held and an interpreter was requested,

the process does not verifu that the

interpreter was present or the time billed is
correct. The contract states that "At the time
that the hearing concludes and after the
vendor has rendered its services, the vendor
must present to the presiding Administrative
Law Judge (ALJ) for his signature, a record
which sets out the cause number and style of
the case which indicates the vendot's
services as well as the time and date the
vendor arrived to the time the vendor left.
Vendor must keep these records for three
years from the date the service is billed." By
requesting the vendor to provide these time
records with the invoice, the agency could
validate the invoices more effectively.

We also noted that the eight of 23 payrnents

tested were the result of cancelling the
hearing without adequate notice to the
vendor, which required a payment for two
hours of service under the terms of the
contract. Last minute cancellation of
hearings is unavoidable; however, if
adequate notice cannot be made the vendor
could submit a time record showing two
hours with a notation that the hearing was
cancelled without adequate notice. Finally,
we noted two instances where the vendor
assisted SOAH in obtaining an interpreter at
a higher rate than allowed in the contract in
situations where the vendor did not have an
offrce where the hearing was held. In one
instance the purchaser approved the higher
amount, but not in the second instance.
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Recommendation 4: Procedures for paying
for interpreter services should be revised to
require the vendor to submit time records
with the invoice or an alternative method
should be developed for validating the
accuracy of time billed. The verffication
procedures should include those instances
when the vendor is billing for interpreter
services fo, cancelled hearings. The
procedures should also include the steps for
docketing staff to follow when the dollar
amount for interpreter services will exceed
the contracted amount, including who is
authorized to approve the higher amount if
the purchaser is not available.

SOAH Management Response: SOAH is
in agreement with this recommendation. A
revised procedure for paying for interpreter
services is in the process of being drafted.

Responsible Position: Assistant to the Chief ALJ
Target Completion Date: October 31,2012

Aadit Objective 8.' Determine f all
purchasing and contracting reports
submitted to external entities are accurate,
submitted by the report deadlines and
supported by appropriate documentation.

Purchasing submits five reports throughout
each fiscal year to two external agencies:
four to the Texas State Comptroller's Office
and one to the Legislative Budget Board
(LBB). Some reports are required monthly,
some quarterly and some annually. Reports
submitted to the Comptroller and the
Legislative Budget Board are consistently
filed timely with adequate supporting
documentation. The purchaser maintains a
binder for each report which includes prior
reports submitted, documentation supporting
the information submitted and written
procedures for the process and electronic

submission. While the binder for
Expenditures for Recycled Material report
has documented information on the topic, it
does not contain procedures on the agency
process of gathering and reporting the
information.

All reports were accurately completed with
one exception. The HUB report for March
2012 submiued to the Comptroller of Public
Accounts captures data on agency contracts
awarded to and bids received from HUBs
and non-HUB companies. A minor error
was made in the report that undercounted the
number of total bids received, but the error
did not materially affect the information
submitted in the report.

Recommendation 5: The Purchaser should
develop written procedures on the agency
processes utilized in completing the annual
report fo, "Expenditures fo, Recycled
Material" submitted to the Comptroller of
Public Accounts.

SOAH Management Response: SOAH is
in agreement with this recommendation and
the Purchaser will develop written
procedures for the Recycled Material report.

Responsible Position: Purchaser
Target Completion Date: December 15,2012

*{<***{<**{<*
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Jansen & Gregorcryk
Certified Public Accountants

Telephone
(sr2) 268-0070

P. O. Box 601

Kvle. TX 78640

October 18,2012

The Honorable Rick Perry, Governor
Members of the Legislative Budget Board
Members of the Sunset Advisory Commission
Mr. John Keel, CPA, State Auditor

Dear Ladies and Gentlemen:

Attached is a report on the internal activity at the State Office of Administrative Hearings as outlined in
the Texas Internal Auditing Act. The report provides a swnmary of audits completed and significant
recommendations for fiscal year 2012.

Please contact Russell Gregorczyk, Contract Internal Auditor for SOAH at 468-2020 if you desire
funher information about the contents of this report.

Sincerely,

SIGNED COPY ON FILE

Russell Gregorczyk, Partner
Jansen & Gregorczyk, CPAs
Contract Internal Auditor for SOAH
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L Audit Plan for Fiscal Year 2012

The Audit Plan for Fiscal Year 2012 was approved by the Chief Administrative Law
Judge Cathleen Parsley on October 17,2011. All audits and projects in the FY 2012 Audit Plan
(see page 20) were completed as scheduled.

State Office of Administrative
Hearings

Internal Audit Plan
for FY 2012

As Approved by the
Chief Administrative Law Judge Cathleen Parsley

on

October 17,20lI

As Prepared by
Jansen & Gregorczyk

Certifi ed Public Accountants
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Jansen & Gregorczyk
Certified Public Accountants

Telephone
(s12)268-0070

P. O. Box 601

Kyle, Tx. 78640

October II,20ll

Cathleen Parsley,
Chief Administrative Law Judge
State Office of Administrative Hearings

The following document presents the fiscal year 2012 Internal Audit Plan for your
consideration and approval. In accordance with the Texas Internal Auditing Act, the agency head
or governing board must approve the annual audit plan. Chapter 2102 of the Government Code
requires that the internal audit plan include areas identified though risk assessment. This
document presents the risk assessment results and the audit plan based on the results of the risk
assessment.

This document also includes the internal auditing guidelines and intemal audit charter
under which the SOAH internal audit program will operate. Approval by the Chief
Administrative Law Judge signifies approval of the internal audit plan, the internal audit
guidelines and the internal audit charter for FY 2012.

Siened Copy on File

Jansen & Gregorczyk
Certifi ed Public Accountants
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SECTION 1:
STATE OFFICE OF ADMINISTRATIVE HEARINGS

INTERNAL AUDITING GUIDELINES

Certain operating guidelines are necessary for an effective internal auditing program. The
pu{pose of this Section is to establish policies and guidelines to govern internal audits of all
operations of the State Office of Administrative Hearings. These guidelines, as well as the
FY 2012Internal Audit Plan, are approved by the SOAH Chief Administrative Law Judge each
year.

I. INTERNAL AUDIT CHARTER

The Standards for the Professional Practice of Internal Auditing state that the Internal
Audit Charter should make clear the purposes of the internal auditing department, speciff the
unrestricted scope of its work, and declare that auditors are to have no authority or responsibility
for the activities they audit.

The Internal Audit Charter is an extremely important document that sets out the statement
of purpose, authority, and responsibility for the internal auditing department. It is an agreement
between the Chief Administrative Law Judge and the SOAH Internal Auditor, which establishes
the guidelines for an effective intemal auditing program.

Although the Internal Audit Charter can include all relevant policies and procedures, a
concise document is preferable. A concise document increases the likelihood that all parties will
understand the purpose, authority, and responsibility of the internal auditing department. Exhibit
1 presents the SOAH Internal Audit Charter.

II. INTERNAL AUDITING STANDARDS

A. The Intemal Auditor shall conduct his/her activities in a manner that is consistent with the
most recent edition of the Standards for the Professional Practice of Internal Auditing, Certified
Internal Auditor Code of Professional Ethics, and the Statement of Responsibilities of Internal
Auditing.

B. Sufficient and relevant evidence shall be obtained to afford a reasonable basis for the auditor's
findings and recommendations. A written record of the auditor's work shall be retained in the
form of working papers.

C. Standards of conduct for the Internal Auditor require that the Internal Auditor shall:
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1. be free from personal or extemal impairments to independence in order that opinions,
conclusions, and recommendations will be impartial and will be viewed as impartial by
knowledgeable third parties.

2. be prudent in the use of information acquired in the course of hisftrer duties.

3. conduct all activities in accordance with the laws regarding confidentiality.

4. not use any information obtained in an audit for any personal gain nor in a manner,
which would be detrimental to the welfare of the SOAH. the Chief Administrative Law
Judge, or SOAH employees.

III. INTERNAL AUDITING POLICIES

A. The SOAH Chief Administrative Law Judge shall appoint the SOAH Internal Auditor. The
Internal Auditor shall report directly to the Chief Administrative Law Judge, or her designee.

B. The Chief Audit Executive shall be responsible for the administrative supervision of the
Internal Audit program and shall ensure the independence of the internal audit function.

C. The Internal Auditor shall submit to the Chief Administrative Law Judge for approval, the
annual audit plan, which shall be based on risk analysis and which shall identif individual audits
to be performed during the year.

D. The Internal Auditor shall be responsible for performance audits of the SOAH. Performance
audit is defined as an independent appraisal activity performed by the Internal Auditor which
includes determining whether the entity being reviewed is acquiring, protecting, and using its
resources economically and efficiently, identifuing the causes of inefficiency or uneconomical
practice, and determining whether the entity has complied with laws, riders, rules and
regulations.

E. The Internal Auditor's activities in reviewing, appraising and reporting established policies,
plans and procedures shall not in any way relieve SOAH personnel of responsibilities assigned to
them.

F. The implementation of, or action taken on, the Intemal Auditor's recommendations shall be
the duty of the Chief Audit Executive. The Intemal Auditor will perform follow-up audits to
determine what corrective action was taken and whether it is achievins the desired results.
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IV. INTERNAL AUDITING PROCEDURES

A. The Intemal Auditor prior to beginning an audit will inform the Chief Audit Executive and
the appropriate directors or managers of the audit and its objectives by conducting an entrance
conference.

B. The Intemal Auditor will conduct an exit conference with the Chief Audit Executive and the
appropriate directors or managers, at which time exceptions noted during the course of the audit
will be discussed.

C. The Internal Auditor will independently make a determination on the results of the audit and
issue a draft report to the Chief Audit Executive and the appropriate directors or managers for
management response. A management response will be made within 14 calendar days of the
issuance ofthe draft report

D. The Internal Auditor will add the management response to the body of the report and issue a
final draft report for the Chief Administrative Law Judge, Chief Audit Executive and the
appropriate directors or managers within 14 calendar days of receiving the management response.
After approval by the Chief Administrative Law Judge, the final report will be prepared.

E. If during the course of an audit, the Internal Auditor detects situations or transactions that
could be indicative of fraud or other illegal acts, or receives information from extemal sources
alleging such actions, the Internal Auditor will:

1. Provide all pertinent information to the Chief Administrative Law Judge and Chief
Audit Executive.

2. Formally request approval from the Chief Administrative Law Judge to expand audit
procedures or perform an investigation.

3. Upon approval, the Internal Auditor will extend audit procedures or perform an
investigation to obtain sufficient evidence to determine whether in fact such acts have
occurred and, if so, the cause of the problem and the possible effect on the SOAH's
operations and programs.

4. Provide the Chief Administrative Law Judge and Chief Audit Executive a formal
report on the results. Upon receipt of evidence of illegality, the Chief Administrative Law
Judge will forward findings to the appropriate legal entity.
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SECTION 2:
STATE OFFICE OF ADMINISTRATIVE HEARINGS

RISK ASSESSMENT

This section presents the results of the SOAH Risk Assessment, and establishes the
foundation for the Internal Audit Plan presented in the next section.

Purpose

One of the key findings in the State Auditor's Office report, Statewide Review of Internal
Auditing, was that the scope of internal auditing is often limited in state agencies. The report
states, "Because significant financial and operating risks to the agency may be overlooked if the
scope of the internal auditors work is limited, we recommend that internal auditors:

- Document, in writing, a risk assessment that considers all the major systems and
controls of the agency as part of the audit universe. The audit universe refers to all auditable
subjects, activities, units, issues and functions within the organization.

- Identifr the risk factors that affect the audit universe and weights that may be applied to
the risk factors.

- Establish a method for combining and assigning risk factors and weights to develop a
prioritized annual audit work plan.

- Develop an audit plan and work schedule based on the results of the risk assessment.

- Obtain written approval for the plan from the highest level within the organization.

- Implement the plan. Significant deviations from the audit plan should be supported by
reasonable, documented explanations."

The purpose of conducting a Risk Assessment for the SOAH was to incorporate all these
recommended elements in an objective assessment of the agency. This should ensure that the
scope of internal audit work at the SOAH is not limited and that the Internal Audit Plan for
FY 2012 is based on documented, written findings.

Concept of Risk

The concept of risk is fundamental in intemal auditing. Given the importance of the
concept of risk, it is necessary to define what risk is, describe types of risk and describe how risk
was measured in performing the State Offrce of Administrative Hearings Risk Assessment.

Risk is a measurement of the likelihood that an organization's goals and objectives will
not be achieved. Since controls are anything that improve the likelihood that goals and objectives
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will be achieved, controls and risk are inversely related by definition. Better control means less
risk. The Risk Assessment was designed to detect and evaluate the controls in place to reduce
different types ofrisk exposure.

The SOAH Risk Assessment was designed to measure different types of "risk exposure"
and to assess the controls in place to compensate for different levels of risk. The types of risk
exposure that are relevant to the SOAH are:

- Audit Exposure: Audit exposure exists whenever an audit area is susceptible to
errors or defalcations that affect the general ledger and financial statements or the integrity and
safekeeping of agency assets, regardless of the financial statement impact.

- Regulatory Exposure: Regulatory exposrre exists whenever an event in an audit area
could cause the agency to fail to comply with regulations mandated by state or federal authorities,
irrespective of whether financial exposure exists.

- Information Exposure: An information exposure exists whenever there is information
of a sensitive or confidential nature, which could be altered, destroyed, or misused.

- Efficiency Exposure: An efficiency exposure exists whenever agency resources are not
being utilized in an effective or efficient manner.

- Human Resource Exposure: A human resource exposure exists whenever an area is
managing human resources in a way, which is contrary to agency policy.

- Environmental Exposure: An environmental exposure exists whenever internal or
external factors pose a threat to the stability and efflciency of an audit area. Examples of factors
that affect environmental exposure are:

. Recent changes in key personnel

. Changing economic conditions

. Time elapsed since last audit

. Pressures on management to meet objectives

. Past audit hndings and quality of intemal control

- Political Exposure: A political exposure exists whenever an event in an audit area
could cause the agency to be subjected to adverse political consequences.

- Public Service Exposure: A public service exposure exists
whenever an event in an audit area could jeopardize existing public services or new public
services.

The SOAH Risk Assessment Survey was designed to measure various types of risk
ranging from the risk of loss of assets to the risk of adverse publicity due to eroneous
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information. The survey instrument allows meaningful comparisons among very different
activities and types of risk by assigning all potential auditable topics a numeric score.

Methodology

The risk variables utilized for the State Office of Administrative Hearings Risk
Assessment combined measures of the various controls and exposure types described in the
previous section. Exhibit 2 presents the risk survey instrument utilized. Sixteen risk variables or
risk factors were selected to provide a cross-section of overall risk. These sixteen factors were
weighted according to their perceived importance, i.e. the higher the weighting, the higher the
risk.

The first step in conducting the Risk Assessment involved defining the potential audit
universe. To be in compliance with the Texas Internal Auditing Act, all potential auditable
subjects, activities, units, issues and functions were determined. The universe of potential audit
topics was developed through interviews with the State Office of Administrative Hearings staff
and by reviewing materials such as the agency organizational chart, the agency Strategic Plan,
Legislative Appropriations Request, etc.

The second step in the process was to utilize the survey instrument to assess the risk for
each potential audit topic. After completing the risk survey for all potential auditable topics,
each survey response was reviewed for consistency based on the knowledge of the auditor. This
phase was a means of assuring "quality control," since the completion of the survey instruments
was based on information provided by various management members of the State Office of
Admini strative Hearings.

The third phase of the Risk Assessment involved scoring and ranking the answers to the
survey questions. By weighting the values of the different risk indicators, the survey was
individualized for the State Office of Administrative Hearings.

The final step in conducting the Risk Assessment was to rank and categorize every
potential auditable topic. Based on the average score and the standard deviation of the potential
audit universe, the potential auditable topics were categorized as follows:

High Risk - Above 200
Moderate Risk - 174 to 200
Low Risk - Below 174

Results

Exhibit 3 presents the weighted risk scores and overall risk categorization. Five potential
audit topics are rated as high risk, with ten other topics categorized as moderate risk. The high
risk potential audit topics are:

o Information Resources- Key Business Systems
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o Accounting, Budgeting and Payroll
o Information Resources- Operations and Security
o Docketing Section
o Billing Process
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SECTION 3:
STATE OFFICE OF ADMINISTRATIVE HEARINGS

FY aOI2INTERNAL AUDIT PLAN

The Texas Internal Auditing Act requires certain audits to be performed on a periodic
basis. Required audits include audits of the department's accounting systems and controls,
administrative systems and controls, information resources systems and controls, and other major
systems and controls. In addition, five general types of audits are required by the Standards for
the Professional Practice of Internal Auditing as follows:

Reliabilitv and Integrit_v o.f In-formation - Intemal Auditors should review the reliability and
integrity of financial and operating information and the means used to identifu, measure, classi$,
and report such information.

Compliance with Policies, Plans, Procedures, Laws, and Regulqtions - Internal auditors should
review the systems established to ensure compliance with those policies, plans, procedures, laws,
and regulations which could have a significant impact on operations and reports, and should
determine whether the organization is in compliance with them.

Safeguarding qf Assets - Internal auditors should review the means of safeguarding assets and,
as appropriate verifu the existence ofsuch assets.

Economical and Efficient Use of Resources - Internal auditors should appraise the economy and
efficiency with which assets are employed.

Accomplishment of Established Objectives and Goals .for Operations and Programs - Internal
auditors should review operations or programs to ascertain whether results are consistent with
established objectives/goals, and whether the operations or programs are being carried out as
planned.

The FY 2012Intenal Audit Plan for the State Office of Administrative Hearings is based
on the Risk Assessment presented in the previous section. For FY 2012, one topic categorized as
high risk as determined by the risk assessment (Exhibit 3) is included in the audit plan. That is
an audit of the Docketing Section. As indicated in Exhibit 4, all high risk audit topics have been
or will be audited in the past three fiscal years upon completion of the audit of the Docketing. In
addition, an audit of Purchasing/Contracting Systems and Controls will be performed. This audit
is required to be performed on a periodic basis by the Texas Internal Auditing Act and it has not
been audited. As a result, the two audits that will be performed in FY 2012 are:

. Docketing Section (High Risk)

. Purchasing/Contracting Systems and Controls (Moderate Risk)
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In addition to these proposed audits, the internal audit annual report for FY 2012 wlllbe
prepared, a follow-up review and report will be issued on audit recommendations made in prior
years and a risk assessment will be performed and an audit plan developed for FY 2013.

The following estimated time and timeframes for performing internal audit work during
the project are as follows:

' Complete the FY 201 1 Internal Audit Annual Report - 2 hours (October 2010)
' Update Risk Assessment and Prepare FY 2012 Audit Plan - 4 hours (October

20rr)
. Audit of Docketing - I20 hours (November to December 2011)
. Audit of Purchasing and Contracting - 110 hours (March to April 2012)

. Prior Years'Audit Follow-up Review- 10 hours (April 2012)
' Update Risk Assessment and Prepare FY 2013 Audit Plan - 4 hours (July 2012)

Based on 170 hours of estimated work for a Senior Auditor at $85lhour and 80 hours of
estimated work for the Audit Manager at $125ihour, audit fees for FY 2012 are projected at
s24.4s0.
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EXHIBIT 1

STATE OFFICE OF ADMINISTRATIVE HEARINGS
INTERNAL AUDITING CHARTER

PURPOSE

Internal Auditing is an independent appraisal activity established to conduct reviews of
operations and procedures and to report findings and recommendations to the State Office of
Administrative Hearings Chief Administrative Law Judge and Chief Audit Executive.

AUTHORITY

The Internal Auditor reports directly to the Chief Administrative Law Judge. This reporting
relationship ensures independence, promotes comprehensive audit coverage and assures adequate
consideration of audit recommendations.

The Internal Auditor, in the performance of audits and with stringent accountabilities of
safekeeping and confidentiality, will be granted unlimited access to all SOAH activities, records,
property, and staff members.

The Internal Auditor will have no responsibilities assigned other than those related to developing
and implementing the internal audit program for SOAH.

RESPONSIBILITIES

The Internal Auditor is responsible for assessing the various functions and control systems in the
SOAH and for advising the SOAH Chief Administrative Law Judge and Chief Audit Executive
concerning their condition. The fulfillment of this accountability is not confined to but includes:

' Appraising the effectiveness and application of . accounting systems and controls,
administrative systems and controls, information resources systems and controls, and
other major systems and controls, so as to ensure that all the major systems and controls
are reviewed on a periodic basis.

' Evaluating the sufficiency of and adherence to SOAH plans, policies, and procedures and
compliance with all governmental laws and regulations.

' Performing special reviews requested by the Chief Administrative Law Judge.

' Conducting appraisals of the economy and efficiency with which resources are employed.

' Coordinating audit planning and audit work with the State Auditor's Office.
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EXHIBIT 2
STATE OFFICE OF ADMINISTRATIVE HEARINGS

FY 2OI2 RISK ASSESSMENT INSTRUMENT

1. Annual Dollars Involved
The dollar amount per year of assets, receipts, or disbursements involved in the program or for
which the auditable unit is responsible. The auditable unit has responsibility if it identifies,
measures, classifies, reports, or monitors the assets, receipts, or disbursements. Dollar amounts
can be included in determining the evaluation for more than one auditable unit.

Evaluation Points x Weighting : Score
Less than $100 thousand per year or not applicable

At least $100 thousand per year but
less than $500 thousand per year

At least $500 thousand per year but
less than $1 million per year

More than $1 million per year

1 x 7.5 : 7.5

2. Transaction Volume
The number of transactions for which the auditable unit is responsible. The auditable unit has
responsibility if it identifies, measures, classifies, reports, or reconciles the transaction. A
transaction can be included in determining the evaluation for more than one auditable unit. Also,
some auditable units are responsible for only summary transactions while others are responsible
for the detailed transactions that make up the summary transactions.

Evaluation Points x Weishtins Score

2 x 7.5 : 15.0

3 x 7.5 : 22.5

4 x 7.5 : 30.0

Less than 1,000 per yea"r or not applicable

Greater than 1,000 per year but
less than 3,000 per year

Greater than 3,000 per year

2 x 5.0 10.0

3x5.0

5.05.0
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3. Safeguarding Assets
Personnel in the auditable unit safeguard assets if they control access to assets. Access to assets
includes both direct physical access and indirect access through the preparation and processing of
documents that authorizethe use or disposition of assets.

Evaluation Points x Weightine : Score
No access to assets or not applicable

Limited access to assets

Some access to assets

Substantial access to assets

I x 7.50 7.5

2 x 7.50

3 x 7.50

4 x 7.50

:15.0

: 22.5

: 30.0

4. Impact of Adverse Publicity
This factor includes those circumstances that increase the adverse impact of errors. An auditable
unit's visibility results from several sources, including: 1.) the Chief Administrative Law Judge's
interest in the auditable unit's activities; 2.) involvement of outside groups, such as an advocacy
group or the Legislature; or 3.) direct interaction with the public or clients.

Evaluation Points x Weishtins Score
Little visibility or not applicable

Some visibilitv

High visibility

5. Time Since Last Audit or Review
The number of years between the date of the
assessment.

previous audit or review and the date of the risk

1 x 7.50

2 x 7.50

3 x 7.50

: 7.5

: 15.0

: 22.5

Evaluation Points x Weightins : Score
One year or less

More than one year, but less than three years

No prior audit or more than three years

1 x 7.25 7.25

2 x 7.25 :14.5

3 x 7.25 :21.75
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6. Results of Last Audit or Review
Auditor's evaluation of the results of the previous audit or review.

Evaluation Points x Weighting : Score
Positive findings or not applicable

Some findings or no prior audit

Negative findings

1 x 6.5 6.5

7. Operational Changes
Auditor's evaluation of the impact on the auditable unit from changes in its operations, including
changes in staff, size, funding, budget, responsibilities, or processing data. Changes include
those made within the last year or anticipated to be made in the next year.

Evaluation Points x Weighting : Score

2 x 6.5

3x 6.5

1 x 6.25

2 x 6.25

3 x 6.25

1x

2 x 5.0

3x 5.0

: 13.0

t9.s

8. Personnel Turnover
In the last 12 months, the number of personnel leaving the auditable unit.

Few changes or not applicable

Some changes

Extensive changes

Low turnover (I}Vo or less) or not applicable

Average turnover (10% to 20%)

High turnover (more than2}%)

6.25

12.5

18.75

5.0 : 5.0

10.0

15.0

Evaluation Points x Weightins : Score

9. Policies and Procedures
The existence of policies and procedures documenting the auditable unit's activities.

Evaluation Points x Weishtins : Score
Up-to-date written procedures or not applicable

Some written procedures or not up-to-date

No written procedures

1x

2x

3x

5.0 : 5.0

5.0 : 10.0

-16-

5.0 : 15.0



State Office of Administrative Hearings -FY 2012Internal Audit Report

10. Training
Auditor's evaluation of the auditable unit's staff training, including cross training.

Evaluation Points x Weighting : Score
Substantial training or not applicable

Some training

Little training

Low work complexity or not applicable

Medium work complexity

High work complexity

Steady workload or not applicable

Some fluctuations in workload

Substantial fluctuation in workload
(yearly pattern)

Little sensitive or confidential dataor not applicable

Some sensitive or confidential data

Most data sensitive or confidential

3 x 7.0 : 21.0

I x 5.5 5.5

2 x 5.5 : 11.0

3x 5.5 : 16.5

1x

2x

3x

1x

2x

1x

2x

3x

5.0

5.0

5.0 : 5.0

: 10.0

15.0

LL. Work Complexity
Auditor's evaluation of the work needed to complete assignments or transactions, including
amount of time, number of steps, and familiarity with agency laws, policies, and rules.

Evaluation Points x Weightine : Score

12. Work Load Fluctuations
Auditor's evaluation of the fluctuations in the auditable unit's workload.

7.0 7.0

7.0 : 14.0

7.5 : 7.5

7 .5 1s.0

7.s 225

Evaluation Points x Weighting : Score

13. Sensitivity of Data
Auditor's evaluation of the type of data collected, processed, and prepared by the auditable unit.

Evaluation Points x Weightir* : Sr.r.
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14. Impact of Inaccurate Information
Auditor's evaluation of the impact of incorrect data processed by the auditable unit or supplied to
organizations outside of the State Office of Administrative Hearings.

Evaluation Points x Weishtins : Score
Little information provided outside the agency

Some information provided outside the agency

Most information provided outside the agency

1x

2x

3x

2x

JX

2x

3x

7.0

7.0

7.5

7.5

7.5

7.5

15.0

22.5

5.0 : 10.0

5.0 : 15.0

15. Management Review
Auditor's evaluation of the review given by the manager of the auditable unit's activities.

Evaluation Points x Weighting : Score
Frequent or detailed review or not applicable

Some direct review

Little direct review

1x5.0:5.0

16. Potential for Fraudo Waste or Abuse
Auditor's evaluation of the potential for fraud, waste, or abuse as compared to other agency
programs and functions.

Evaluation Points x Weighting : Score
Low potential or not applicable

Average potential

Higher than average potential

lx7.0:7.0
: 14.0

: 2I.0
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EXHIBIT 3

STATE OF'FICE OF ADMINISTRATIVE IIEARINGS
FY 2OI2 AUDIT UNIVERSE RISK ANALYSIS RESPONSES

AUD ITAE] itr inl 3

u.sKaus
::4::::.5:::::6:::

sr
:tlLtl

Pr
:i:8::l

R]
9r.

i$E
il0:

CINsEsi:iiiii

:itrl::::tr!::l3r I4l; '6
:::RI$Kii
:scoR[

HIGH RISK. ABOVE 2OO

I Information Resources- Kev Business Svstems 30 t5 30 8 l5 l3 l9 15 ) 5 21 6 l5 ZJ 5 2l 244

2 Accounting, Budgeting and Payroll 30 l5 30 t5 l5 TJ 6 5 10 10 T4 ll ZJ 15 5 2l
J Information Resources- Operations & Securitv ZJ 5 30 8 l5 l3 19 l5 5 5 2l 6 z3 l5 5 2l 226

4 Docketine Section 8 15 ZJ ZJ 22 13 6 5 5 5 7 ll ZJ L) 5 2l 213

5 Billines Process 30 f 30 l5 6 5 l0 l5 t4 6 8 z3 5 2l 206

MODERATE RISK- I7 4'IO 2OO

6 Purchasins and Contractins 30 5 30 8 22 IJ 6 5 5 5 ll 8 8 10 21 93

7 Field Office Operations 8 5 l5 l5 22 IJ IJ l0 5 ) 7 ll l5 l5 l0 21 89

8 !{atural Resources Case Hearinss 8 5 8 z3 22 t3 6 t0 5 5 2l 6 15 5 t4 87

9 Field Office Hearinss 8 5 8 22 l3 13 5 5 5 t4 1t t5 ZJ 5 t4 86

l0 Administrative License Revocation Hearines 8 5 8 ZJ 22 13 l3 ) 5 ) 7 6 l5 ZJ l5 l4 84

1l Iax Case Hearings 8 5 8 ZJ 22 IJ 6 5 5 5 21 6 t5 23 5 t4 82

I2 Utilities Case Hearines 8 5 8 22 t3 6 ) 5 ) 2l 6 t5 LJ 5 T4 82

l3 Economic Case Hearings 8 5 8 ZJ 22 IJ 6 10 5 5 t4 6 15 L.) 5 t4 80

T4 Hearinss Sunnort 8 ) 8 ZJ 22 13 6 l0 t0 5 ll l5 L3 5 7 76

15 License & Enforcement Case Hearinss 8 5 8 z) 22 t3 6 ) 5 5 t4 6 l5 ZJ 5 l4 75

LOW RISK- BELOW 174

t6 Legal Support 8 5 8 z3 22 l3 6 5 IC 5 t1 15 l5 10 7 169

l7 Alternative Dispute Resolution Cases 8 5 8 ZJ 22 l3 6 5 5 5 l4 6 l5 ZJ 5 168

l8 Human Resources JL 5 I l5 l3 6 5 ) 5 6 LJ 8 ) 7 t6l
l9 Facilities Management/Other Support Services 8 5 l5 8 22 l3 6 5 IC 10 7 6 8 8 5 l4 148

20 Performance Reportins 8 5 8 8 22 l3 6 5 5 5 7 6 8 ) 138

AVERAGESCORE: 187

STANDARD DEVIATION: 27
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EXHIBIT 4: STATE OFFICE OF ADMINISTRATIVE HEARINGS
FY 2OI2 PROPOSED AUDITS AND AUDIT HISTORY

AUDITABL'E:UNl tr
::::

Th CTION
:EY:I'
:PI'I{N

:AUDIT;IIISTCIRY

try:lil $Y:in iFXi09 :fvis8 :F,"t1i07 F.V:06 iFV:05

I Information Resources- Key Business Svstems 244 X x(2\
2 Accounting, Budseting and Pavroll z5 I X
3 Information Resources- Operations & Security 226 X X
4 Docketine Section 213 X xfl) x(2\
5 Billines Process 206 X x(2)
6 Purchasins and Contractins 193 X
7 Field Offrce Operations 189
8 Natural Resources Case Hearinss r87
9 Field Office Hearinss 184
l0 Administrative License Revocation Hearings 184
ll Iax Case Hearines 182
t2 Utilities Case Hearinss 182
IJ Economic Case Hearines 180

I4 Hearings Support 176 X
15 icense & Enforcement Case Hearings t75
t6 -egal Support 169

t7 Alternative Dispute Resolution Cases 168

t8 Human Resources t6l X X
t9 Facilities Management/Other Support Services 148

20 Performance Reporting 138

(l) Partially covered during an internal audit of Hearings Administration.
(2) Partially covered during a State Auditor's Office audit of SOAH.
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il. External Quality Assurance Review

A quality review of the SOAH internal audit program was completed in October 2009. The
Opinion of the quality review is shown below. The next external quality assurance review is
scheduled for January 20T3. The Executive Summary of the quality review is shown below.

State Office of Administrative Hearings
Quality Assurance Review

October 2009

OPINION

Based on the work outlined below, it is the opinion of the reviewer that the internal audit
activity at the State Office of Administrative Hearings is in accordance with the Texas
Internal Auditing Act and the audit work being performed by Jansen & Gregorczyk, Certified
Public Accountants (the Contractor) fully compties with all applicable professional auditing
standards.

This opinion, representing the best possible evaluation, means that the State Office of
Administrative Hearings, and the Contractor, have in place all of the relevant structures and
policies that are required as well as the processes necessary to insure they are effectively
applied.

Richard H. Tarr, CISA, CIA

Consulting Engagements and Non-Audit Services Completed

The internal auditor did not provide any consulting or non-audit services during FY 2012.

Audit Plan for Fiscal Year 2013

The Audit Plan for Fiscal Year 2013 was approved by the Chief Administrative Law
Judge on October 17, 2012. The budgeted hours for all planned work are shown on page 32.
Topics ranked as high risk but not included in the audit plan are discussed on page 31. The risk
assessment methodology is on pages 28-30.

ilI.

IV.
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State Office of Administrative
Hearings

Internal Audit Plan
for FY 2013
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Chief Administrative Law Judge Cathleen Parsley
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Jansen & Gregorczyk

Certifi ed Public Accountants
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Jansen & Gregorczyk
Certified Public Accountants

Telephone
(sr2)268-0070

P. O. Box 601

Kvle. Tx. 78640

October 3,2012

Cathleen Parsley,
Chief Administrative Law Judge
State Office of Administrative Hearinss

The following document nr"r.rr* the fiscal year 2ll3lnternal Audit Plan for your
consideration and approval. In accordance with the Texas Intemal Auditing Act, the agency head or
governing board must approve the annual audit plan. Chapter 2102 of the Government Code requires
that the internal audit plan include areas identified though risk assessment. This document presents the
risk assessment results and the audit plan based on the results of the risk assessment.

This document also includes the internal auditing guidelines and internal audit charter under
which the SOAH intemal audit program will operate. Approval by the Chief Administrative Law
Judge signifies approval of the internal audit plan, the internal audit guidelines and the internal audit
charter for FY 2013.

Signed Copv on File

Jansen & Gregorczyk
Certified Public Accountants
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SECTION 1:
STATE OFFICE OF ADMINISTRATIVE HEARINGS

INTERNAL AUDITING GUIDELINES

Certain operating guidelines are necessary for an effective intemal auditing program. The
purpose of this Section is to establish policies and guidelines to govem intemal audits of all operations
of the State Office of Administrative Hearings. These guidelines, as well as the FY 2013 Intemal
Audit Plan, are approved by the SOAH Chief Administrative Law Judge each year.

I. INTERNAL AUDIT CHARTER

The Standards for the Professional Practice of Internal Auditing state that the Internal Audit
Charter should make clear the purposes of the internal auditing department, specifu the unrestricted
scope of its work, and declare that auditors are to have no authority or responsibility for the activities
they audit.

The Internal Audit Charter is an extremely important document that sets out the statement of
purpose, authority, and responsibility for the internal auditing department. It is an agreement between
the Chief Administrative Law Judge and the SOAH Internal Auditor, which establishes the guidelines
for an effective intemal auditing program.

Although the Internal Audit Charter can include all relevant policies and procedures, a concise
document is preferable. A concise document increases the likelihood that all parties will understand the
purpose, authority, and responsibility of the internal auditing department. Exhibit 1 presents the SOAH
Internal Audit Charter.

II. INTERNAL AUDITING STANDARDS

A. The Internal Auditor shall conduct hisftrer activities in a manner that is consistent with the most
recent edition of the Standards for the Professional Practice of Internal Auditing, Certified Internal
Auditor Code of Professional Ethics, and the Statement of Responsibilities of Internal Auditing.

B. Sufficient and relevant evidence shall be obtained to afford a reasonable basis for the auditor's
findings and recommendations. A written record of the auditor's work shall be retained in the form of
working papers.

C. Standards of conduct for the Intemal Auditor require that the Intemal Auditor shall:

1. be free from personal or external impairments to independence in order that opinions,
conclusions, and recommendations will be impartial and will be viewed as impartial by
knowledgeable third parties.
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2. be prudent in the use of information acquired in the course of hislher duties.

3. conduct all activities in accordance with the laws regarding confidentiality.

4, not use any information obtained in an audit for any personal gain nor in a manner, which
would be detrimental to the welfare of the SOAH, the Chief Administrative Law Judge, or
SOAH employees.

III. INTERNAL AUDITING POLICIES

A. The SOAH Chief Administrative Law Judge shall appoint the SOAH Internal Auditor. The Internal
Auditor shall report directly to the Chief Administrative Law Judge, or her designee.

B. The Chief Audit Executive shall be responsible for the administrative supervision of the Internal
Audit program and shall ensure the independence of the internal audit function.

C. The Internal Auditor shall submit to the Chief Administrative Law Judge for approval, the annual
audit plan, which shall be based on risk analysis and which shall identif individual audits to be
performed during the year.

D. The Internal Auditor shall be responsible for performance audits of the SOAH. Performance audit
is defined as an independent appraisal activity performed by the Internal Auditor which includes
determining whether the entity being reviewed is acquiring, protecting, and using its resources
economically and efficiently, identif ing the causes of inefficiency or uneconomical practice, and
determining whether the entity has complied with laws, riders, rules and regulations.

E. The Internal Auditor's activities in reviewing, appraising and reporting established policies, plans
and procedures shall not in any way relieve SOAH personnel of responsibilities assigned to them.

F. The implementation of, or action taken on, the Internal Auditor's recommendations shall be the duty
of the Chief Audit Executive. The Internal Auditor will perform follow-up audits to determine what
corrective action was taken and whether it is achieving the desired results.

IV. INTERNAL AUDITING PROCEDURES

A. The Internal Auditor prior to beginning an audit will inform the Chief Audit Executive and the
appropriate directors or managers of the audit and its objectives by conducting an entrance conference.

B. The Internal Auditor will conduct an exit conference with the Chief Audit Executive and the
appropriate directors or managers, at which time exceptions noted during the course of the audit will be
discussed.

C. The Internal Auditor will independently make a determination on the results of the audit and issue a
draft report to the Chief Audit Executive and the appropriate directors or managers for management
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response. A management response will be made within 14 calendar days of the issuance of the draft
report.

D. The Internal Auditor will add the management response to the body of the report and issue a final
draft report for the Chief Administrative Law Judge, Chief Audit Executive and the appropriate
directors or managers within 14 calendar days of receiving the management response. After approval
by the Chief Administrative Law Judge, the final report will be prepared.

E. If, during the course of an audit, the Intemal Auditor detects situations or transactions that could be
indicative of fraud or other illegal acts, or receives information from external sources alleging such
actions, the Internal Auditor will:

1. Provide all pertinent information to the Chief Administrative Law Judge and Chief Audit
Executive.

2. Formally request approval from the Chief Administrative Law Judge to expand audit
procedures or perform an investigation.

3. Upon approval, the Intemal Auditor will extend audit procedures or perform an investigation
to obtain sufficient evidence to determine whether in fact such acts have occurred and, if so, the
cause of the problem and the possible effect on the SOAH's operations and programs.

4. Provide the Chief Administrative Law Judge and Chief Audit Executive a formal report on
the results. Upon receipt of evidence of illegality, the Chief Administrative Law Judge will
forward findings to the appropriate legal entity.
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SECTION 2:
STATE OFFICE OF ADMINISTRATIVE HEARINGS

RISK ASSESSMENT

This section presents the results of the SOAH Risk Assessment, and establishes the foundation
for the Internal Audit Plan presented in the next section.

Purpose

One of the key findings in the State Auditor's Office report, Statewide Review of Internal
Auditing, was that the scope of internal auditing is often limited in state agencies. The report states,
"Because significant financial and operating risks to the agency may be overlooked if the scope of the
internal auditors work is limited, we recommend that internal auditors:

- Document, in writing, a risk assessment that considers all the major systems and controls of
the agency as part of the audit universe. The audit universe refers to all auditable subjects, activities,
units, issues and functions within the organization.

- Identi$ the risk factors that affect the audit universe and weights that may be applied to the
risk factors.

- Establish a method for combining and assigning risk factors and weights to develop a
prioritized annual audit work plan.

- Develop an audit plan and work schedule based on the results of the risk assessment.

- Obtain written approval for the plan from the highest level within the organization.

- Implement the plan. Significant deviations from the audit plan should be supported by
reasonable, documented explanations. "

The purpose of conducting a Risk Assessment for the SOAH was to incorporate all these
recommended elements in an objective assessment of the agency. This should ensure that the scope of
internal audit work at the SOAH is not limited and that the Internal Audit Plan for FY 2013 is
based on documented, written findings.

Concept of Risk

The concept of risk is fundamental in internal auditing. Given the importance of the concept of
risk, it is necessary to define what risk is, describe types of risk and describe how risk was measured in
performing the State Office of Administrative Hearings Risk Assessment.

Risk is a measurement of the likelihood that an organization's goals and objectives will not be
achieved. Since controls are anything that improve the likelihood that goals and objectives will be
achieved, controls and risk are inversely related by definition. Better control means less risk. The Risk
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Assessment was designed to detect and evaluate the controls in place to reduce different types of risk
exposure.

The SOAH Risk Assessment was designed to measure different types of "risk exposure" and to
assess the controls in place to compensate for different levels of risk. The types of risk exposure that
are relevant to the SOAH are:

- Audit Exposure: Audit exposure exists whenever an audit area is susceptible to errors
or defalcations that affect the general ledger and financial statements or the integrity and safekeeping of
agency assets, regardless of the financial statement impact.

- Regulatory Exposure: Regulatory exposure exists whenever an event in an audit area could
cause the agency to fail to comply with regulations mandated by state or federal authorities,
irrespective of whether financial exposure exists.

- Information Exposure: An information exposure exists whenever there is information of a
sensitive or confidential nature, which could be altered, destroyed, or misused.

- Efficiency Exposure: An efficiency exposure exists whenever agency resources are not being
utilized in an effective or efficient manner.

- Human Resource Exposure: A human resource exposure exists whenever an area is managing
human resources in a way, which is contrary to agency policy.

' Environmental Exposure: An environmental exposure exists whenever internal or external
factors pose a threat to the stability and efficiency of an audit area. Examples of factors that affect
environmental exposure are:

. Recent changes in key personnel

. Changing economic conditions

. Time elapsed since last audit

. Pressures on management to meet objectives

. Past audit findings and quality of internal control

- Political Exposure: A political exposure exists whenever an event in an audit area could
cause the agency to be subjected to adverse political consequences.

- Public Service Exposure: A public service exposure exists
whenever an event in an audit area could jeopardize existing public services or new public services.

The SOAH Risk Assessment Survey was designed to measure various types of risk ranging
from the risk of loss of assets to the risk of adverse publicity due to erroneous information. The survey
instrument allows meaningful comparisons among very different activities and types of risk by
assigning all potential auditable topics a numeric score.
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Methodology

The risk variables utilized for the State Offrce of Administrative Hearings Risk Assessment
combined measures of the various controls and exposure types described in the previous section.
Exhibit 2 presents the risk survey instrument utilized. Sixteen risk variables or risk factors were
selected to provide a cross-section of overall risk. These sixteen factors were weighted according to
their perceived importance, i.e. the higher the weighting, the higher the risk.

The first step in conducting the Risk Assessment involved defining the potential audit universe.
To be in compliance with the Texas Internal Auditing Act, all potential auditable subjects, activities,
units, issues and functions were determined. The universe of potential audit topics was developed
through interviews with the State Office of Administrative Hearings staff and by reviewing materials
such as the agency organizational chart, the agency Strategic Plan, Legislative Appropriations Request,
etc.

The second step in the process was to utilize the survey instrument to assess the risk for each
potential audit topic. After completing the risk survey for all potential auditable topics, each survey
response was reviewed for consistency based on the knowledge of the auditor. This phase was a means
of assuring "quality control," since the completion of the survey instruments was based on information
provided by various management members of the State Office of Administrative Hearings.

The third phase of the Risk Assessment involved scoring and ranking the answers to the survey
questions. By weighting the values of the different risk indicators, the survey was individualized for
the State Office of Administrative Hearings.

The final step in conducting the Risk Assessment was to rank and categoize every potential
auditable topic. Based on the average score and the standard deviation of the potential audit universe,
the potential auditable topics were categoized as follows:

High Risk - Above 200
Moderate Risk - 169 to 200
Low Risk - Below 169

Results

Exhibit 3 presents the weighted risk scores and overall risk categorization. Five potential audit
topics are rated as high risk, with ten other topics categorized as moderate risk. The high risk potential
audit topics are:

o Accounting, Budgeting and Payroll
o Information Resources- Key Business Systems
o Billing Process
o Information Resources- Operations and Security
o Docketing Section
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SECTION 3:
STATE OFFICE OF ADMINISTRATIVE HEARINGS

FY 2013 INTERNAL AUDIT PLAN

The Texas Internal Auditing Act requires certain audits to be performed on a periodic basis.
Required audits include audits of the department's accounting systems and controls, administrative
systems and controls, information resources systems and controls, and other major systems and
controls. In addition, five general types of audits are required by the Standards for the Professional
Practice of Internal Auditing as follows:

Reliabilit.v and Integrit.v of Information - Internal Auditors should review the reliability and integrity of
financial and operating information and the means used to identifu, measure, classiff, and report such
information.

Compliance with Policies, Plans, Procedures. Laws, and Regulations - Internal auditors should review
the systems established to ensure compliance with those policies, plans, procedures, laws, and
regulations which could have a significant impact on operations and reports, and should determine
whether the organization is in compliance with them.

Safeguardinq o-f Assets - Internal auditors should review the means of safeguarding assets and, as
appropriate verifu the existence ofsuch assets.

Economical and Efficient Use of Resources - Internal auditors should appraise the economy and
efficiency with which assets are employed.

Accomplishment qf Established Obiectives and Goals .for Operations and Programs - Intemal auditors
should review operations or programs to ascertain whether results are consistent with established
objectives/goals, and whether the operations or programs are being carried out as planned.

The FY 2013 Intemal Audit Plan for the State Office of Administrative Hearings is based on
the Risk Assessment presented in the previous section. For FY 2013, one topic categoized as high risk
as determined by the risk assessment (Exhibit 3) is included in the audit plan. That is an audit
Information Resources Operations and Security. The highest rated risk topic is the Accounting and
Payroll Systems and Controls. This topic is not proposed for audit because changes are underway in
how the agency budgets and accounts for revenues as a result of recommendations made in a State
Auditor's Office report on SOAH that was issued in FY 2012. Recommendations made in that audit
report also affect the Billings Process and Key Automated Business Systems (two other high risk
areas). Therefore, these topics were also not included in the FY 2013 internal audit plan since changes
will be underway during FY 2013 to address problems already identified in these systems. An intemal
audit of the Docketing Section (the other high risk area) was performed in FY 2012 and a follow-up
review will be performed in FY 2013 instead of another audit. As a result, the two audits that will be
performed in FY 2013 are:

. Information Resources Operations and Security (High Risk)

-31 -



State Office of Administrative Hearinss -FY 2012Internal Audit Annual Renort

. Administrative License Revocation Hearings (Average Risk)

In addition to these proposed audits, the internal audit annual report for FY 2013 will be
prepared, and a follow-up review and report will be issued on audit recommendations made in prior
years. A Quality Assurance Review of the SOAH intemal audit program is also required to be
performed by ao independent third party during FY 2013. Finally, a risk assessment will be performed
and an audit plan developed for FY 2014.

The following estimated time and timeframes for performing intemal audit work during the
project are as follows:

Complete the FY 2}l2Intemal Audit Annual Report - 3 hours (September 2012)
Update Risk Assessment and Prepare FY 2013 Audit Plan - 3 hours (October 2012)
Audit of Administrative License Revocation Hearinss - I40 hours (October to
December 2012)
SOAH Quality Assurance Review - 6 hours (January 2013)
Audit of Information Resources Operations & Security - 120 hours (January to February
2013)

Prior Years' Audit Follow-up Review - 10 hours (April 2013)
Update Risk Assessment and Prepare FY 2013 Audit Plan - 4 hours (May 2013)

Based on 228 hours of estimated work for a Senior Auditor at $85ftour and 58 hours of
estimated work for the Audit Manager at $I25lhour, audit fees for FY 20L2 are projected at $26,630.
Travel costs for the Administrative License Revocation Hearing audit are estimated at $1,000. The
quality assurance review will cost $2,000. The time required to complete any given project may vary
from the estimates shown, but overall fees for all deliverables will not exceed $29,630.
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EXHIBIT 1

STATE OFFICE OF ADMINISTRATIVE HEARINGS
INTERNAL AUDITING CHARTER

PURPOSE

Internal Auditing is an independent appraisal activity established to conduct reviews of operations and
procedures and to report findings and recommendations to the State Office of Administrative Hearings
Chief Administrative Law Judse and Chief Audit Executive.

AUTHORITY

The Internal Auditor reports directly to the Chief Administrative Law Judge. This reporting
relationship ensures independence, promotes comprehensive audit coverage and assures adequate
consideration of audit recommendations.

The Internal Auditor, in the performance of audits and with stringent accountabilities of safekeeping
and confidentiality, will be granted unlimited access to all SOAH activities, records, property, and staff
members.

The Intemal Auditor will have no responsibilities assigned other than those related to developing and
implementing the internal audit program for SOAH.

RESPONSIBILITIES

The Internal Auditor is responsible for assessing the various functions and control systems in the
SOAH and for advising the SOAH Chief Administrative Law Judge and Chief Audit Executive
concerning their condition. The fulfillment of this accountability is not confined to but includes:

' Appraising the effectiveness and application of accounting systems and controls, administrative
systems and controls, information resources systems and controls, and other major systems and
controls, so as to ensure that all the major systems and controls are reviewed on a periodic
basis.

' Evaluating the sufficiency of and adherence to SOAH plans, policies, and procedures and
compliance with all governmental laws and regulations.

' Performing special reviews requested by the Chief Administrative Law Judge.

' Conducting appraisals of the economy and efficiency with which resources are employed.

' Coordinating audit planning and audit work with the State Auditor's Office.
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EXHIBIT 2
STATE OFFICE OF ADMINISTRATIVE HEARINGS

FY 2013 RISK ASSESSMENT INSTRUMENT

1. Annual Dollars Involved
The dollar amount per year of assets, receipts, or disbursements involved in the program or for which
the auditable unit is responsible. The auditable unit has responsibility if it identifies, measures,
classifies, reports, or monitors the assets, receipts, or disbursements. Dollar amounts can be included
in determining the evaluation for more than one auditable unit.

Evaluation Points x Weishtins : Score
Less than $100 thousand per year or not applicable 1 x 7.5 : 7.5

At least $100 thousand per year but
less than $500 thousand per year

At least $500 thousand per year but
less than $l million per year

More than $1 million per year

2 x 7.5 : 15.0

3 x 7.5 : 22.5

4 x 7.5 30.0

2. Transaction Volume
The number of transactions for which the auditable unit is responsible. The auditable unit has
responsibility if it identifies, measures, classifies, reports, or reconciles the transaction. A transaction
can be included in determining the evaluation for more than one auditable unit. Also, some auditable
units are responsible for only summary transactions while others are responsible for the detailed
transactions that make up the summary transactions.

Evaluation Points x Weighting : Score
Less than 1,000 per year or not applicable I x 5.0 : 5.0

Greater than 1,000 per year but
less than 3,000 per year 2 x 5.0 : 10.0

Greater than 3,000 per year 3 x 5.0 15.0
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3. Safeguarding Assets
Personnel in the auditable unit safeguard assets if they control access to assets. Access to assets
includes both direct physical access and indirect access through the preparation and processing of
documents that authorizethe use or disposition of assets.

Evaluation Points x Weightins : Score

4. Impact of Adverse Publicity
This factor includes those circumstances that increase the adverse impact of errors. An auditable unit's
visibility results from several sources, including: 1.) the Chief Administrative Law Judge's interest in
the auditable unit's activities; 2.) involvement of outside groups, such as an advocacy group or the
Legislature; or 3.) direct interaction with the public or clients.

Evaluation Points x Weighting : Score
Little visibility or not applicable

Some visibility

High visibility

I x 7.50 : 7.5

2 x 7.50 : 15.0

3 x 7.50 : 225

5. Time Since Last Audit or Review
The number of years between the date of the previous audit or review and the date of the risk
assessment.

Evaluation Points x Weightinn : S.or"

No access to assets or not applicable

Limited access to assets

Some access to assets

Substantial access to assets

One year or less

More than one year, but less than three years

No prior audit or more than three years

I x 7.50 : 7.5

2 x 7.50

3x

4x

1x

2x

3x

7.50

7.50

:15.0

: 22.5

: 30.0

7.25 : 7.25

7.25 : 14.5

7.25 : 21.75

-35 -



State Office of Administrative Hearinss -FY z0lzlnternal Audit Annual Report

6. Results of Last Audit or Review
Auditor's evaluation of the results of the previous audit or review.

Evaluation Points x Weighting : Score
Positive findings or not applicable

Some findings or no prior audit

Negative findings

1x 6.5 : 6.5

x 6.5 : 13.0

3x 6.5 :19.5

7. Operational Changes
Auditor's evaluation of the impact on the auditable unit from changes in its operations, including
changes in staff, size, funding, budget, responsibilities, or processing data. Changes include those
made within the last year or anticipated to be made in the next year.

Evaluation Points x Weishtins : Score
Few changes or not applicable

Some changes

Extensive changes

I x 6.25 6.25

2 x 6.25 :12.5

3 x 6.25 :18.75

1x5.0:5.0

2 x 5.0 :10.0

8. Personnel Turnover
In the rast 12 months, the number of personnel leaving the auditable unit.

Evaluation Points x Weighting : Sco..
Low turnover (I}Yo or less) or not applicable

Average turnover (10%to 20%)

High turnover (more than2}%) 3x 5.0 :15.0

9. Policies and Procedures
The existence of policies and procedures documenting the auditable unit's activities.

Evaluation points x Weishtins : Score
Up-to-date written procedures or not applicable

Some written procedures or not up-to-date

No written procedures

1x

2x

3x

5.0

5.0

5.0

5.0

10.0

15.0
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10. Training
Auditor's evaluation of the auditable unit's staff training, including cross training.

Evaluation Points x Weightine : Score
Substantial training or not applicable

Some training

Little trainins

1x

2x

3x

1x

2x

5.0

5.0

7.0

5.0 : 5.0

11. Work Complexity
Auditor's evaluation of the work needed to complete assignments or transactions, including amount of
time, number of steps, and familiarity with agency laws, policies, and rules.

Evaluation Points x Weighting : Scor"
Low work complexity or not applicable

Medium work complexity

High work complexity

7.0 : 7.0

3 x 7.0

12. Work Load Fluctuations
Auditor's evaluation of the fluctuations in the auditable unit's workload.

: 10.0

: 15.0

14.0

: 21.0

10n Score
Steady workload or not applicable

Some fluctuations in workload

Substantial fluctuation in workload
(yearly pattern) 3x 5.5 : 16.5

13. Sensitivity of Data
Auditor's evaluation of the type of data collected, processed, and prepared by the auditable unit.

Evaluation Points x Weighting : S.ot"

1x 5.5

2 x 5.5

5.5

11.0

Little sensitive or confidential data or not applicable

Some sensitive or confidential data

Most data sensitive or confidential

1x

2x

3x

7.5 : 7.5

7.5 : 15.0
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14. Impact of Inaccurate Information
Auditor's evaluation of the impact of incorrect data processed by the auditable unit or supplied to
organizations outside of the State Office of Administrative Hearings.

Evaluation Points x Weightinq : Score
Little information provided outside the agency

Some information provided outside the agency

Most information provided outside the agency

lx7.5:7.5

2 x 7.5 : 15.0

3 x 7.5 : 22.5

15. Management Review
Auditor's evaluation of the review given by the manager of the auditable unit's activities.

Evaluation Points x Weighting : Score
Frequent or detailed review or not applicable

Some direct review

Little direct review

lx 5.0 : 5.0

2 x 5.0

16. Potential for Fraud. Waste or Abuse
Auditor's evaluation of the potential for fraud, waste, or abuse as compared to other agency programs
and functions.

Evaluation Points x Weishtins : Score

3x 5.0

: 10.0

: 15.0

Low potential or not applicable

Average potential

Higher than average potential

lx

2x

3x

7.0

7.0

7.0 : 7.0

14.0

: 2I.0
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EXHIBIT 3
STATE OFFICE OF ADMINISTRATIVE HEARINGS

FY 2013 AUDIT UNIVERSE RISK ANALYSIS RESPONSES
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HIGH RISK- ABOVE 2OO

I Accounting. Budeetine and Pawoll 30 l5 3C l5 22 13 l9 t5 IC l0 t4 1l ZJ l5 5 2l 267

2 Information Resources- Kev Business Svstems 30 l5 3C 8 22 l3 13 l5 5 ) 2l 6 l5 ZJ 5 2l 245
J Billines Process 30 5 3C l5 15 7 l9 l5 lc l5 t4 6 8 5 2l 235

Information Resources- Operations & Securitv z.) 5 30 8 t) l3 t3 l5 5 ) 21 6 ZJ 15 5 zl 220

5 Docketins Section 8 l5 z3 z) 7 IJ l3 t0 5 5 7 l1 z) L) 5 21 209

AVERAGE RISK- 169 TO 2OO

6 Field Office Hearines 8 5 8 z) 22 7 l3 ) f ) I4 ll l5 ZJ 5 t4 80

7 Human Resources 30 5 15 l5 l5 l3 6 l5 5 5 6 z) 8 5 7 78

8 Administrative License Revocation Hearinss 8 5 8 z) 22 13 5 5 5 7 6 l5 z) t5 l4 77

9 Field Office Operations 8 ) l5 t5 22 7 l3 5 5 5 7 ll 15 t5 10 21 77

l0 Iax Case Hearinss 8 5 8 22 7 6 5 5 5 21 6 15 23 5 t4 75

ll Utilities Case Hearinss 8 5 8 z) 22 7 6 5 5 5 zl 6 l5 5 l4 t)
12 Natural Resources Case Hearinss 8 5 8 z3 22 7 6 J J J 21 6 15 z) 5 t4 75

13 HearinAs Support 8 5 8 22 7 6 t5 t0 5 1 ll l5 z5 5 7 75

LOW RISK- BELOW 169

l4 Economic Case Hearings 8 5 8 22 7 6 5 5 5 t4 6 l5 z) 5 I4 68

l5 License & Enforcement Case Hearines 8 5 8 z.J 22 7 6 5 5 5 l4 6 l5 5 t4 68

t6 Legal Support 8 5 8 22 7 6 5 l0 ) 7 l1 l5 15 l0 7 62

t7 Alternative Dispute Resolution Cases 8 5 8 22 7 6 5 ) 5 t4 6 l5 5 7 61

18 Purchasing and Contractine l5 5 30 8 7 7 6 5 5 5 7 ll 8 8 10 2l 57

t9 Facilities Management/Other Support Services 8 5 l5 8 22 t3 6 5 l0 10 6 8 8 f t4 48

20 Performance Reporting 8 5 8 8 22 7 6 5 5 5 7 6 8 ZJ 5 )z

AVERAGE SCORE: 184

STANDARD DEVIATION: 33
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EXHIBIT 4: STATE OFFICE OF ADMINISTRATIVE HEARINGS
FY 2013 PROPOSED AUDITS AND AUDIT HISTORY

[umAetr,uNrtnUNc:ribN: I ji : :] ii;:ii; 'If,.11PLAN
i|AUDITIIKIORV

FYiI2 FY.Il FY.I0 FY.09 FV!08 FX.07 FY!06 Fy:05
I Accounting, Budgeting and Palroll 267 x(2\ X
z Information Resources- Kev Business Svstems 245 x(2) X x(2)
J Billines Process 23s x(2) x(2)
4 Information Resources- Operations & Securitv 220 x X X
5 Docketins Section 209 X x(1) x(2\
6 Field Offrce Hearines 80
7 Human Resources 78 X X
8 Field Office Operations 77
9 Administrative License Revocation Hearinss 77 X
t0 \atural Resources Case Hearinss /)
11 Iax Case Hearines t)
I Utilities Case Hearines IJ
IJ Hearings Support 75 X
l4 Economic Case Hearinss 68

l5 License & Enforcement Case Hearinss 68

I Lesal Supoort 62

17 Altemative Dispute Resolution Cases 61

l8 Purchasing and Contractins )/ X
t9 Facilities Management/Other Support Services 48

2C Performance Reportine 5Z

(1) Partially covered during an internal audit of Hearings Administration.
(2) Partially covered during a State Auditor's Office audit of SOAH.

V. External Audit Services

The State Office of Administrative Hearings contracted with the CPA firm of Jansen &
Gregorczyk to provide contract internal audit services for the agency in FY 2012. No other external
audit services were procured in FY 2012.

VI. Reporting Suspected Fraud and Abuse

The State Office of Administrative Hearings has posted the required information on reporting
suspected fraud, waste or abuse involving state resources directly to the State Auditor's Office on the
home page of the agency's website and has included information in the agency's policies on how to
report suspected fraud to the State Auditor's Office.

No instances of suspected fraud, waste or abuse were reported by SOAH to the State Auditor's
Office during FY 2012.
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If the Chief Administrative Law (ALJ) Judge has reasonable cause to believe that money
received from the state by the agency or by a client or contractor of the agency may have been lost,
misappropriated, or misused, or that other fraudulent or unlawful conduct has occured in relation to
the operation of the agency or if this is brought to the attention of the Chief ALJ, the Chief ALJ will
report the reason and basis for the belief to the state auditor. This is spelled out in the Internal Audit
Guidelines as shown on page 27 of the FY 2013 Intemal Audit Plan included in Section I.

{<{<*,1.*********
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SOAH Follow-up Review on the Status of Implementing FY 2011 Audit Recommendations

Executive Summarv

Three internal audits reports were issued during FY 201 1. Two of these audits contained
recommendations for corrective actions or improvements to agency operations. The purpose of
this report is to indicate the status of implementation of recommendations made in these intemal
audit reports. Implementation status categories are those developed by the State Auditor's Office
and include the followins:

Fully Implemented (F) or Previously Implemented (P): Successful development and
use of a process, system, or policy to implement a prior recommendation.

Substantially Implemented (S): Successful development but inconsistent use of a
process, system, or policy to implement a prior recommendation.

o Incomplete/Ongoing (O): Ongoing development of a process, system, or policy to
address a prior recommendation

o Not Implemented (N): Lack of a formal process, system, or policy to address a prior
recommendation.

The chart below summarizes the status of implementing the recommendations in each
report. Of the 15 total recommendations in the Information Resources Systems and Controls
audit, three have been fully implemented, one has been substantially implemented, seven are
incomplete/ongoing and four were not implemented. Of the 13 total recommendations in the
Human Resources Systems and Controls audit, 11 have been fully implemented, one has been
substantially implemented and one is incomplete/ongoing.

Recommendation #

* X
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Follow-up Review of Information Resources Systems and Controls Audit
Final Revised Report Issued January llr20ll

Recommendation 1: Manogement should complete the actions necessary to bring SOAH into
compliance with thefollowing identified areas of noncompliance:

a. Each state agency shall make a reasoncrble effirt to ensure that Spanish-speaking persons of
limited English proficiency can meaningfuily access state agency information online
(Government Code Chapter 2054. Information Resources $2054.116).

SOAH Management Response: A statement will be placed on SOAH's public website
regarding assistance for Spanish-speaking persons with limited English proficiency.

August 3lr2012 Status: Fully Implemented.

b. Each state agency shall prominently post a link to the DIR policy statement on generally
accessible Internet site maintained by or for a state agency (Government Code Chapter 2054.
Information Resources $2054.126). This appears to ltave been overlooked in the new web site
design as it was reported to have been in the old web site.

August 31,2012 Status: Fully Implemented.

c. A review of the state agency's information security program for compliance with these
standards will be performed at least annually, based on business risk management decisions, by
individual's independent of the information security progrom and designated by the state agency
hesd or his or her designated representative(s) [TAC Rule $202.21(e)J.

SOAH Management Response: SOAH's management will research options to reach
compliance with 1 TAC $202.21(e).

August 3lr 2012 Status: Incomplete/Ongoing. While the security program was reviewed by
the new Information Resources Manager, a process has not been established for an annual review
of information security by someone independent of the information security program

d. A security risk analysis of information resources shall be performed and documented. The
security risk analysis shall be updated based on the inherent risk. The inherent risk and
frequency of the security risk analysis will be ranked, at a minimum, as either "High,"
"Medium," or "Low" ITAC Rule $202.22(a)].

SOAH Management Response: The IR Department will use the templates provided by DIR to
perform a security risk analysis.
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August 31, 2012 Status: Incomplete/Ongoing. Documented Information Security Risk
Assessment Guidelines have been completed; however, a documented risk analysis and ranking
of inherent risk have not been completed.

e. Reviews of physicat security measures for information resources sholl be conducted annually
by the stqte agency heqd or designated representative(s) (fAC Rule $202.23).

SOAH Management Response: The Chief Judge will designate the IR Manager to conduct an
annual review of physical security measures for the IR Department.

August 3lr 2012 Status: Incomplete/Ongoing. A review of physical security was performed
but not documented. Reviews of physical security will be conducted by the IRM annually and,
beginning in2012, the review will be documented and presented to the Chief ALJ.

f The Business Continuity Plan shall be approved by the agency head or his or her designated
representative QAC Rule $202.24). The Plan has not been approved by the current Chief
Administrative Law Judge (ALJ)

SOAH Management Response: The Chief Judge will approve the Business Continuity Plan.

August 31, 2012 Status: Incomplete/Ongoing. The agency Business Continuity Plan is
currently being revised.

g. All authorized users (including, but not limited to, state agency personnel, temporary
employees, and employees of independent contractorl of the state agency's information
resoltrces, shall formally aclcnowledge that they will comply with the security policies and
procedures of the state agency or they shall not be granted access to information resources [TAC
Rule $202.27(a)1. The computer security statement signed does not require aclcnowledgment
that the information security manual has beenread or reviewed. Only 15 out of 3I personnel
files tested contained the required computer security statement. In addition, the
aclcnowledgement does not state that the security policies have been reviewed.

SOAH Management Response: SOAH will align its security policy with 1 TAC 9202.27 (a).
SOAH employees' (permanent or temporary) signed forms will be kept with personnel files
maintained in the HR Department. Signed forms of independent contractors' employees will be
maintained by the IR Manager.

August 31,2012 Status: Incomplete/Ongoing. The agency's Information Security Statement
has been updated and the Human Resource Director is in the process of ensuring the new
statement is signed by all agency employees.

h. State agencies shall provide an ongoing information security awareness education
programfor all users ITAC Rule 5202.27(d)]. SOAH does not have ongoing training concerning
information s e curity aw ar ene s s education.

-5



SOAII Follow-up Review on the Status of Implementing FY 2011 Audit Recommendations

SOAH Management Response: As threats are detected, the IR Department immediately sends
out security alerts to users via email. However, the IR Department will send out an awareness
email to the users annually.

August 31,2012 Status: Fully Implemented.

i. Effective September 1,2006, unless an exception is approved by the executive director of the
state agency or an exemption has been madefor specific technologies pursuant to $213.17 of this title,
all new or changed Web pages and Web content shall comply with the standards described in this
subchapter. Each state agency shall include in its accessibility policy the standards/ specifications in this
subchapter [TAC Rule $206.50(a)].

SOAH Management Response: SOAH is in compliance with this rule because no SOAH user
can make changes to SOAH's website. Website changes are made and executed only by the
Network Administrator upon approval from the Chief Judge.

August 3lr 2012 Status: Not Implemented. Management believes that SOAH is already in
compliance with this requirement, so no action was taken.

j Effective September l, 2006, unless an exception is approved by the executive director of
the state agency or an exemption has been made for specific technologies pursuant to $ 2 I 3 . 17 of
this title, all new or changed Web page/site designs shall be tested by the state agency using one
or more $508 compliance tools in conjunction with manual procedures to validate compliance
with this chapter. State agencies shall establish policies to monitor their Web site for compliance
with this chapter ITAC Rule $206.50(b)].

SOAH Management Response: The IR Manager will review cuffent methods for
monitoring our website and include this in our policy.

August 31,2012 Status: Substantially Implemented. It is SOAH policy that only IR staff can
make changes to the web site and the Information Security Officer will utilize WAVE
compliance tools to ensure accessibility standards. Cunently this policy is unwritten but the IRM
is considering adding the policy to the Change Management policy to document the monitoring
of the web site.

k. It is the intent of the Legislature that agencies and institutions of higher education receiving
appropriated funds for the acquisition of information technology, including seat
management, perform a cost-benefit analysis of leasing versus purchasing information
technology and develop a personal computer replacement schedule. Agencies and
institutions of higher education should use the Department of Information Resolffces' (DIR)
Guidelines for Lease versus Purchase of Information Technologies to evaluate costs and
DIR's Life Cycles: Guidelines for Establishing Life Cycles for Personal Computers to

prepare a replacement schedule. The use of the State Data Center for seat management
should also be evaluated (General Appropriations Act, Article IX, Section 9.04). (Note:
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SOAH Management Response: The IR Manager will provide an updated cost-benefit analysis
of leasing vs. purchasing PCs on a biennial basis.

August 3lrz[l2Status: Incomplete/Ongoing. The IR Manager is in the process of completing
a cost/benefit analysis for leasing versus purchasing.

Recommendation 2: The IR Division should revise its procedures for tracking sofh,vare licenses
used throughout the agency to include an adequate and up-to-date tracking system for ensuring
that the qgency does not exceed its authorized limits for any sofhuare licenses. The tracking
system should have the ability to troce all sofh,vare in use back to the licensing agreement that
has been purchased.

SOAH Management Response: The IR Manager currently has three tracking methods for
maintaining software licenses: (1) Database System; (2) Damien Ware reporting tool that reports
all software running on each user's PC; and (3) a Procurement Report tracking purchases of
every software/hardware item, detailing what has been purchased and the quantities. These
purchase orders can be traced to any license agreement issued. The software database shows
how many licenses are available and whether or not they are in use. We do not discard the
software just because it is not in use. We still own the license, and old versions that have been
updated still show that SOAH originally purchased a license via the purchase order, the
confirmation, and the invoice. Moreover, upgrades, which we can purchase at a lower price,
could not be purchased without having the original version on our computers or network. We
maintain the same documents for upgrades, i.e., purchase orders, confirmation numbers, and
invoices. No hard-copy purchase agreements come with computer purchases. The purchase
order and invoice serve as proof of purchase. In the event we were audited by Microsoft, we
could easily and immediately provide proof of purchase for hardware) software and licenses
based on our current tracking methods. We agree that the report should be updated more
frequently but the process we have works for us and reflects that we are in compliance with any
and all requirements.

August 310 2012 Status: Not Implemented. Management did not concur with the
recommendation so no action was taken.

Recommendution 3: The IR Division should obtain and use an automated sofnvare monitoring
system to review worlcstations for unauthorized software and for violations of software licensing
agreements. Periodic software audits should be performed and documented to ensure that the
agency is not exceeding its purchased software licensing agreements and that all software in use
is properly licensed.

SOAH Management Response: SOAH users do not have administrative rights to download or
install software of any nature at or on their workstations. Software downloads and installations
are performed solely and strictly by the IR Department, as no administrative rights are granted to
SOAH users. We believe this method is far more superior to any software monitoring tool.
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August 31, 2012 Status: Not Implemented. Management did not concur with the
recommendation so no action was taken.

Recommendation 4: SOAH should develop project and contract management processes for
managing software development contracts or apply the Texas Project Delivery Framework
methodologt, even if the projects are less than $I million.

SOAH Management Response: SOAH's IR Department currently utilizes a software tool called
Microsoft Project to manage software developments, which is a standard throughout the
development industry. SOAH is not required to follow the DIR Framework, as it is far more
expansive and involved than our agency needs, and our budgets are far below the $l million
requirement.

August 31, 2012 Status: Not Implemented. Management did not concur with the
recommendation so no action was taken.

Recommendation 5: The IR Division should develop a Computer Operations Manual that
addresses all procedures required to maintain the agency seryers and manage system soffi,vare
and the network such as: (a) hardware and software problems and resolution, (b) scheduling, (c)
maintenance, (d) powering up and shutting down systems, and (e) back-up and recovery
procedures. The IR Division should also consider including the recommended DIR security
policies noted above in the Computer Operations Manual. The template forms for these policies
as developed by DIR should be tailored to fit the needs of the agency with adoption dates,
revision dates and information clearly indicating that they are the policies/procedures of SOAH.

SOAH Management Response: The IR Manager will develop a manual to address this
recommendation.

August 31, 2012 Status: Incomplete/Ongoing. Information Resources policies have been
updated and revised to fit the needs of the agency, but some of the policies do not have revision
or effective dates or a consistent format. While some of the policies are related to operational
issues, such as security monitoring, back-up or intrusion detection, the procedural steps for
performing the operations are not specified in the policies and procedures.

-8-



SOAH Follow-up Review on the Status of Implementing FY 2011 Audit Recommendations

Follow-up Review of Human Resources Systems and Controls Audit
Final Report Issued June 20r20ll

Recommendation l: In order to ensure that employees are crware of their rights undervarious
federal and state laws the Employee Handbook of Policies and Procedures should be revised to
address the areas noted above in items' a) through m). In addition, information regarding
performance appraisal due dates should be updated.

a) The awarding and use of administrative leave (Government Code Section 661.911).
b) Time off allowed for: amateur radio operators participating in disaster relief services

(Government Code Section 661.919(a)); blood donations (Government Code Section
661.917); bone manow and organ donations (Government Code Section 661.916),'
certified American Red Cross disaster relief services fGovernment Code Section 66].907
(a) and (b)J; and, Court Appointed Special Advocate (CASA) Volunteers (Government
Code Section 661.921 as amended by the 8l't Legislature, Regular Session).

c) A state agency may not use appropriated money to employ, as a regular full-time or part-
time or contract employee, a person who is required by Chapter 305 to register as a
lobbyist (Government Code Section 556.005). Conversely, full and part-time employees
may not work as lobbyists.

d) Employees and job applicants aged 40 and over may not be discriminated ogainst (Age
Discrimination in Employment Act of 1967).

e) Men andwomen should be given equal payfor equal work (Equal Pay Act of 1963).

/) Employees and job applicants may not be discriminated against on the basis of
pregnancy (Federal Pregnancy Discrimination Act of 1978)

g) No person can be denied public employment due to membership or non-membership in a
labor union (Government Code 617.004).

h) If an employee's salary is decreased for disciplinary reasons, it cannot be lower than
minimumfor thqt current group fGovernment Code Section 659.258(b)].

, Information concerning payroll deductions to include charitable campaigns (Government
Code Section 659.132) and credit unions [Government Code Section 659.103(q)J.

i) Information concerning employees' right to accrue leave and sick time while on unpaid
military leave of absence (Government Code Section 661.904).

k) Granting of emergency leave to provide a pqy dffirential if an employee's military pay is
less than the employee's gross state pay (Government Code Section 661.9041).

U Employment preference for former foster children [Government Code Section 672.002(a)
and 672.005J.

m) Information concerning an election to deny access to information that would identify an
employee as a crime victim (Government Code Section 552.132).

SOAH Management Response: SOAH agrees with the recommendation.

August 31, 2012 Status: Incomplete/Ongoing. The Employee Handbook of Policy and
Procedures was updated on November 29,2011 and the sections referenced in a, b, d, e, f, and k
of recommendation 1 are included in the update. Section c was addressed by providing the
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required information directly to all employees with a signed acknowledgment of receipt;
however, sections g, h, i, j, I and m were not included in the updated Handbook. The HR
Director indicates these topics will be added to the next revision of the Employee Handbook that
is targeted for completion in November 2012.

Recommendation 2: Human Resources should determine and implement a process to notify its
employees annually of the State's policy on compensatory time and its use as required by the
Government Code Section 659.023.

SOAH Management Response: SOAH agrees with the recommendation. An email will be sent
annually reminding agency employees of SOAH's policy on compensatory time and its use.

August 31,2012 Status: Fully Implemented.

Recommendation 3: The required posting notices thqt are currently posted in the Human
Resources Office should be available on the intranet to enhance the visibility for all employees.

SOAH Management Response: The required posting notices that are currently posted in the
information area outside the Human Resources Office will be made available on the intranet to
enhance the visibility for all employees.

August 31,2012 Status: Fully Implemented.

Recommendation 4: To ensure accurote and complete information in the job posting and
personnel files, the Human Resources Director should review and update procedures and forms
utilized throughout the job posting and employee selection process; develop a checklist or some
other appropriate guide to be used in the hiring process to ensure all steps and documentation
are completed; and develop a quality control process to review information in the Applicant
Tr acking System for c orr e ctne s s.

SOAH Management Response: The job posting process has been revised during the past thirty
days and the associated procedures and forms are being revised and implemented. The Human
Resources Director has determined that by using Work in Texas as the primary platform for
accepting applications, the need for manual entry of EEO information will be eliminated and will
reduce the potential for data entry effors.

Although interview questions may not have been included in the actual files, the lists of
acceptable questions are on file in the Human Resources Department and are utilized by the
hiring authorities during the interview process.

The letters to applicants not selected will be maintained in the applicant files. The reference
checks will continue to be maintained in a separate file within Human Resources and written
extensions ofjob offers will continue to be filed within the employee's personnel file.

August 31,2012 Status: Fully Implemented.
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Recommendation 5: SOAH should consider developing a databank of questions for job postings
to avoid unfair advantages to applicants who may apply and be interviewed for more than one
job postingfor similar positions.

SOAH Management Response: The questions currently used for each position are important
tools for the evaluation of the candidates' qualifications, skills and abilities; however, a databank
of questions that can be interspersed with the essential questions relating to the duties of the jobs
will be developed and provided to the hiring authorities.

August 3lr2012 Status: Fully Implemented.

Recommendation 6: Management should comply with the agency's stated policies regarding
salary equity adjustments, the requirement to include justifications for salary actions, and
eligibilityfor merit or other salary actions.

SOAH Management Response: SOAH agrees with the recommendation. It is the practice of the
agency to strictly adhere to its policies of awarding salary adjustments to its employees. The
aforementioned one-time merits and equity adjustments were anomalies and do not reflect the
standard practice ofthe agency.

The Human Resources Director will continue to ensure compliance with the agency's stated
policies regarding salary actions.

August 31,2012 Status: Fully Implemented.

Recommendation 7: The HR Director should take the necessary steps to comply with
Government Code, Section 654.0155 by reviewing all agency job positions annuallyfor proper
classification and maintaining appropriate documentation of the annual review performed.

SOAH Management Response: SOAH agrees with the recommendation.

The ALJ classifications are audited by the team leaders and executive management during the
annual performance evaluation process. Although all positions are reviewed annually during the
performance evaluation process or at some other time during the year, the Human Resources
Director understands the importance of implementing formal annual classification audits. These
audits will be performed annually on non-ALJ positions.

August 31,2012 Status: Fully Implemented.

Recommendation 8: Directors and managers should be held accountable for timely submission
of employee performance evaluations. Wile the evaluations for Team Leaders contain a section
concerning the timeliness of evaluations, the evaluations for other directors and supervisors do
not addr e s s p e rformanc e ev aluatio n r e sp o ns ib il iti e s.
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SOAH Management Response: SOAH agrees with the recommendation.

August 31,2012 Status: Fully Implemented.

Recommendation 9: The Human Resources Director should develop a system to monitor the
submission of six month reviews to ensure the employee receives the direction and support
neededfor the successful completion of their probationary periods.

SOAH Management Response: SOAH agrees with the recommendation.

August 31,2012 Status: Fully Implemented.

Recommendation 10: The Human Resources Director should amend the process or procedures
concerning time reports to ensure approval of the use of administrative and emergency leave by
the Chief ALL

SOAH Management Response: Although this approval has been provided by email in the past,
SOAH will also ensure that weekly time reports with administrative or emergency leave are
signed by the Chief Administrative Law Judge.

August 3lr20l2 Status: Fully Implemented.

Recommendation 11: The Human Resource Division should complete and distribute "Chapter
VII, Grievances" of the Employee Handbook of Policies and Procedures to ensure all agency
employees understand the mechanisms designed to protect the interests of the grieved employee
and formalize the responsibilities of the agency in dealing with grievances. The chapter should
contain timeframes for the actions to occur during the review of the grievances and a mechanism
to confirmfinal outcomes occurred, if applicable.

SOAH Management Response: SOAH agrees with the recommendation.

August 31,2012 Status: Fully Implemented.

Recommendation 12: Human Resources should develop a process to ensure employee personnel
files contain all required information and aclcnowledgements. For new employees, a checklist of
required items should be used to ensure all required aclcnowledgments are made and included in
the files. Reoccurring training, new statutory requirements and other types of reoccuning
aclmowledgements should have some type of procedure implemented to document the date
required and actual receipt of the item. Wen items are not timely received, division directors
should be notffied. To ensure compliance with various required state acknowledgments, human
resources staff should periodically review the personnel files to ensure that all required
infor mati o n i s up -t o - date.

SOAH Management Response: SOAH agrees with the recommendation and has completed the
implementation of an EEO training database which provides the human resources staff with
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information regarding the due dates for training. To achieve the greatest efficiency for the
agency, EEO refresher training is done agency wide instead of individually. Although staff may
not receive refresher training exactly two years from their hire dates, the training takes place
every two years toward the end of the fiscal year.

Although all required acknowledgments are obtained and filed by human resources staff, a
discrepancy in the proper filing location of the forms by human resources staff was discovered
and this has been rectified.

August 31,2012 Status: Substantially Implemented. A new Employee Checklist has been
developed to assist in assuring that required forms and actions for new employees are completed.
The EEO database for training will assist in tracking the required training. A process has not
been developed to periodically review the personnel files to ensure that all required information
is up-to date.

Recommendation 13: The Human Resources Division should tqke the necessary steps to
implement the requirements outlined in Section 556.009 of the Government Code.

SOAH Management Response: SOAH agrees with the recommendation.

August 31,2012 Status: Fully Implemented.

*{.{.{<******
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EXECUTIVE SUMMARY

Audit Purpose

The purposes of the internal audit of the
Docketing Section were to determine if
SOAH is following the agency's rules of
practices and procedures in the Texas
Administrative Code in processing general
docket cases and Administrative License
Revocation (ALR) cases and if the
Docketing Section has effective procedures
in place for the accurate and timely filing of
all docket cases and maintenance of all
relevant filins documents.

The Docketing Section has effective
and efficient procedures for indexing
and making the electronic case files
available to all affected parties using
the Case Management System.

Testing of a sample of case

information entered into Timeslips
indicated all information was correct
and complete but time elapsed from
receipt of the request to the entry into
Timeslips varied greatly for the cases

tested.

There are adequate internal controls
and effective and efficient procedures
for processing incoming and outgoing
mail and any revenues received by the
agerrcy, except for revenues received
for ALR cases.

Controls over incoming revenues
would be strengthened if the mail clerk
was required to provide the ALR clerk
with not only a copy of all checks
related to ALR cases, but also receipts
generated from the receipts database.

This would ensure that all ALR
revenues received are logged and
deoosi

Key Audit Observations

o

The Docketing Section has effective
procedures and is following the agency's
rules of practice and procedures in the
Texas Administrative Code in
processing general docket cases using
the Case Management System (CMS).
Testing of a sample of docketing
requests indicated all of the tested
requests were docketed and confirmed to
the requesting agency within a day of the
request and all information was entered
correctly into the CMS system, SOAH
General Docket and the Docket
Calendar.

The Docketing Section has effective and
efficient procedures and is following the
agency's rules of practices and
procedures in the Texas Administrative
Code in processing administrative
license revocation (ALR) cases using the
Lotus Notes system. The ALR System
was developed using Lotus Notes and is
a Department of Public Safety (DPS)
system.

Signifi cant Recommendations

o The Docketing Section Manager
should review the information entered
in the Lotus Notes Tracking System to
determine if caseload information, due
dates and assignments for the field
staff can be obtained from the
iniormation generated from the CMS
and currently utilized by the
headquarters' staff. If So, the
additional and redundant entry of case

information into Lotus Notes Tracking
System should be eliminated.
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The Docketing Section Manager should
attempt to standardize procedures in
processing requests to docket cases for
field hearings. Additionally, attempts
should be made to standardize all
procedures where possible to aid in the
efficiency and clarity of the process and
training of new staff.
The Docketing Section Manager should
update the General Docketing
Procedures Manual and the Specific
Agency Procedures Manual with current
procedures. A Supervisor's Manual
should be developed detailing the duties
and processes of the position. The
manual should include all the processes
employed in reviewing and veriS'ing the
work of the staff.
The mail clerk should provide the ALR
clerk with a receipt from the receipts
database, along with a copy of the check
and transmittal letter te ensure that the
funds were logged into the receipts
database.

Management's Response

SOAH management agrees with the report
findings and recommendations. Staff
responsibilities and target dates have been
established for implementing all
recommendations made in the

AUDIT PURPOSE & SCOPE

The purposes of the internal audit of the
Docketing Section were to determine if
SOAH is following the agency's rules of
practices and procedures in the Texas
Administrative Code in processing general

docket cases and Administrative License
Revocation (ALR) cases and if the
Docketing Section has effective procedures

in place for the accurate and timely filing
of all docket cases and maintenance of all
relevant filing documents.

The scope of audit work involved the
review, analysis and/or testing of the
following areas:
o procedures for filing general docket

cases using the Case Management
System (CMS);

. procedures for filing ALR cases using
the ALR Lotus Notes System;

o procedures for imaging and indexing all
general docket filing using the Case

Information System (CIS);
o procedures for entering docket

information into the Timeslips System;
and

o procedures for processing incoming
mail/revenues and outgoing mail.

The scope of audit work did not include
review of docketing procedures performed
by SOAH field offices. All work was
performed at the SOAH headquarters.

Specific audit objectives were developed
and coordinated with SOAH management.
These audit objectives and the results of our
audit work a.re presented in the next
section, "Audit Results and
Recommendations."
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AUNIT RESULTS ANN
RECOMM&NDATIONS

The results and recommendations of the
internal audit are presented in this section
for each of the six audit objectives that were
established and coordinated with SOAH
management.

The Docketing Section has effective
procedures and is following the agency's
rules of practice and procedures in the Texas
Administrative Code in processing general
docket cases using the Case Management
System. This is generally done effectively
and efficiently, but some changes were
identified that could make the processes
more effective and efficient.

The Docketing Section receives requests to
docket cases from various requesting
agencies. The procedures for processing the
request involve the selection of a hearing
date (if applicable); updating CMS with all
required information; confirming the
docketed case to the requesting agency;
uploading or scanning information into the
Case Information System; updating the
docket calendar; updating the SOAH
General Docket; creating unique working
files for administrative assistants; updating
Timeslips; and updating the Lotus Notes
Tracking System for field cases. The
Docketing Section Manager utilizes a
number of processes to ensure the accuracy

of the data entered and monitors the
timeliness of docketing cases to maintain
the standard to docket a case within a day
and a half of receipt of the request from
the agency.

The Docketing Section has established a

basic process to follow in accomplishing
these tasks; however, with the large
number of state agencies that it serves,

exceptions to the process exist and require
additional work or variance from the
norrn. A number of agencies require
hearings to be held in the field offices
located throughout the state. Rather than
first submitting the request to the
headquarters office, the request for a

hearing is discussed with the field office
by the requesting agency and the date and
time of the hearing is arranged with the
field office. The "Request to Docket
Case" form is then submitted to the
headquarters office with the information
included. The Docketing Section
completes the usual process, except that
the dates have already been determined.
For one particular agency, the date is not
prearranged and results in a delay in
completing the request and requires
additional processing procedures. If the
procedures were standard for all agencies
requesting hearings in the field, the
process would be streamlined and
consistent.

Redundant entry of information is required
for updating the Lotus Notes Tracking
System for field hearings. Information
entered into CMS for field hearings is also
entered in the Lotus Notes Tracking
System for assignment of cases and for
ALJ caseload information. The ALJ PFD
Due Date Report and the Case Load
Report for headquarters staff are obtained

Audit Objective 1: Determine tf the
Docketing Section has ffictive and fficient
procedures and is following the agency's
rules of practices and procedures in the
Texas Administrative Code in processing
general docket cases using the Case
Management System.
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electronically from CMS and do not require
the additional entry of information. It
appears that the same information is
currently available for field ALJs, rather
than having to re-enter this same
information in the Lotus Notes Trackins
System for their use.

Testing of a sample of docketing requests
indicated all of the tested requests were
docketed and confirmed to the requesting
agency within a day of the request and all
information was entered correctly into the
CMS system, SOAH General Docket and
the Docket Calendar. Even though the cases
were docketed and confirmed to the
requesting agency timely, testing indicated
that a delay occurs in the updating of the
SOAH General Docket and uploading
information into the Case Information
System. The written procedures do not
indicate a timeframe expectation for the
completion of these tasks.

The Docketing Section has a procedures
manual for general docketing procedures
and a manual which indicates the specific
steps required for each agency in the process
of docketing a case. However, the manuals
are not current and in some cases omit
necessary information which would guide a

new employee in the correct process for the
particular task. The Docketing Section
Manager performs many tasks to ensure that
the information maintained in CMS is
accurate and timely; however, there is not a
supervisor's manual that details the many
procedures or processes that are performed.

Recommendution l: The Docketing Section
Manager should review the information
entered in the Lotus Notes Tracking System
with the Assistant Director of Hearings
Support and Team Leader for the field staff

to determine if caseload information, due

dates and assignments for the field staff
can be obtained from the information
generated from the CMS and cunently
utilized by the headquarters' staff. If so,

the additional and redundant entry of case

information into Lotus Notes Tracking
System should be eliminated.

SOAH Management Response:
Management is in full support of this
recommendation. It has already reviewed
the Lotus Notes tracking system and
determined that it can be eliminated.
Utilizing the CIS system, the field office
lead ALJs will receive an email with
newly docketed cases needing assignment.
From the CMS database, a report will be
generated for each field office lead ALJ
that will consist of case load reports for
each ALJ in the respective offrces. This
will assist the lead ALJ with case

assignments.

Responsible Position: Team Leader and
Docketing Manager
Target Completion Date: July 31,2012, or sooner

Recommendation 2: The Docketing
Section Manager should attempt to
standardize procedures in processing
requests to docket cases for field hearings.
Additionally, attempts should be made to
standardize all procedures where possible
to aid in the fficiency and clarity of the
process and training of new staff.

SOAH Management Response: Again,
management is in full support of this
recommendation. In regard to the first
point, the Texas Department of Motor
Vehicles (DMV) is currently the only
referring agency that does not contact
SOAH field offices for docket availabiliW.
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We will contact DMV to ascertain if this is
something its staff can do prior to
submission of a Request to Docket Case
form. As to the second point,
standardization would be of great benefit to
SOAH personnel. However, there is a

tension between SOAH requiring all
agencies to comply with strict guidelines on
referring a case to SOAH and SOAH's
desire to provide good customer service to
other agencies at the least expense to Texas
taxpayers. The two agencies that vary the
most from a standard process are DPS with
the ALR program and OAG with the child
support program. Because of the specifics
of those cases and the costs associated with
standardization, SOAH has thus far
accommodated the agencies' requests.

However, SOAH will continue to review
agency-specific procedures and look for
areas where standardization is possible. Any
changes will involve the team leaders and
SOAH's executive management.

Responsible Position: Docketing Manager
Target Completion Date: March 30,2012

Recommendation 3: The Docketing Section
Manager should update the General
Docketing Procedures Manual and the
Specific Agency Procedures Manual with
current procedures and include appropriate
information to adequately guide new
employees. The manual should slso include
expected timeframes for completion of
specific taslcs. A Supervisor's Manuql
should be developed detailing the duties and
processes of the position. The manual
should include all the processes employed in
reviewing and verifying the work of the staff.

SOAH Management Response: The
Specific Agency Procedures have already

been revised to include step-by-step details
with reference to written procedures for
specific tasks (i.e., full instructions for use

of CIS, email confirmations, Timeslip
entries, docket change forms, etc.) and
expected timeframes to complete the tasks.
The General Docketing Procedures will be
reviewed to see if any changes are
appropriate.

The Docket Manager will begin working
on a Supervisor's Manual to include
details used to review and verifu work
completed by Docketing personnel.

Responsible Position: Docketing Manager
Target Completion Date: Specific Agency
Procedures have been completed. Supervisor's
Manual to be completed August 31, 2012, or
sooner.

The Docketing Section has effective and
efficient procedures and is following the
agency's rules of practices and procedures

in the Texas Administrative Code in
processing administrative license
revocation cases using the Lotus Notes
system. The ALR System was developed
using Lotus Notes and is a Department of
Public Safety (DPS) system. The
Docketing Section is responsible for:

o creating case files for each case

docketed by DPS;

Audit Objective 2: Determine f the
Docketing Section has effective and

fficient procedures and is following the
agency's rules ofpractices and procedures
in the Texas Administrative Code in
processing administrative license
revocation (ALR) cases using the Lotus
Notes Svstem.
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processing motions for continuances,
vacate default orders and transfer of
venue;

maintaining the documentation of
the case including motions,
pleadings, orders or other decisions
made by the judge and evidence of
transmittal;
transmitting judge's orders to
appropriate parties;
maintaining receipt of subpoenas and
witness fees;

maintaining exhibits admitted into
evidence or made part of the record;
processing and providing transcript
requests and certification of records
for appeals;
producing the weekly docket for
ALR cases in the Austin, Lampasas,
Bryan and Round Rock area; and,
ensuring ALJs are assigned to
hearings and providing the related
file folders.

The Docketing Section is provided use of
the ALR system as established by DPS.
While it is difficult to make changes in the
ALR system, the staff has developed
appropriate work around solutions. The
staff reviews various reports and
spreadsheets to ensure the proper disposition
ofcases.

Audit testing was completed for one week of
docketed cases selected at random. Of those
cases tested, all case files were complete
with the appropriate documentation
according to their status; information in
ALR concerning the final order was
accurate; and service dates in ALR agreed
with the documentation in the case file. In
the cases tested with final orders, 18 of 26
took two days or less from the date of the

order until the service of the order was
made. For the other eight cases the
timeframe was from three to five days, but
the date the Docketing Section received
the file and order from the ALJ could not
be determined and it was not possible to
determine the reason for the delay.

The Docketing Section has developed
written procedures for the ALR process

and is currently developing a standardized
procedures manual for the field offices to
ensure consistency in the process.

Recommendations : None.

Audit Objective 3: Determine f the
Docketing Section has adequate internal
controls and ffictive procedures for
entering case information into the Case

Management System and the Timeslips
System in a timely manner for billing

The Docketing Section has adequate
internal controls and effective procedures
for entering case information into
Timeslips. The docket number and party
name are entered into the Timeslips
system as part of the docketing process
when a request is received from a

requesting agency. The entry establishes
the record in Timeslips in which the time
worked by the assigned ALJ will be
recorded. The actual entry of the
information is the last step of the
procedures established for the overall
process of the "request to docket a case."
As this step is not time sensitive, the entry
or update of Timeslips is often delayed by
the docket clerks for various reasons.

There is no established deadline for
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entering case information into Timeslips.
The Docketing Section Manager performs
reviews to ensure that all docket numbers
are entered into the system and the
information is correct.

Testing of a sample of case information
entered into Timeslips indicated all
information was conect and complete but
time elapsed from receipt of the request to
the entry into Timeslips varied greatly for
the cases tested. Audit testing indicated the
information entered into TimeSlips varied
from the same day of receipt of docketing
request to as long as 33 days after receipt,
with an average time elapsed of 11 days.
While the accounting staff indicated that it
was rare for a record to not be available
when needed to enter ALJ assignable time,
establishing a deadline would decrease the
amount of time required by the manager to
ensure the docketed cases are entered and
reduce the probability of not entering the
needed information.

Written procedures have been established
for entering case information into Timeslips.
The procedures are clear, but they do not
address the additional information for two
agencies (Worker's Compensation and the
Department of Motor Vehicles) that must be
entered into Timeslips.

Recommendation 4: The Docketing Section
Manager should establish a deadline for
entry of information into Timeslips based
upon the receipt of the request to docket a
case and incorporate that timeline into the
written procedures for the process. The
written procedures should also be updated
to include additional data entry of
information r e quire d for tw o agencie s.

SOAH Management Response: The
newly revised Specific Agency Procedures
now include a timeframe for creating the
client in Timeslips of five days from
receipt of the Request to Docket Case

form. Some exceptions may apply in the
event of receipt of large volumes of cases

at one time.

The procedures for 454 (TWC cases) and
608 (DMV) cases now include additional
entry of the "case type" for Timeslips.

Responsible Position: Docketing Manager
Target Completion Date: Completed

The Docketing Section has effective and
efficient procedures for indexing and
making the electronic case files available
to all affected parties using the Case

Management System. Documents,
submitted either in paper form or
electronically, are received by the agency
and entered into the Case Information
System. The documents are indexed and
then published, making the documents
available for viewing by interested parties,
either internally or externally, unless they
are confidential cases. Verification of
records by the Section Manager and other
staff occurs throughout the work day to
ensure the correctness of information and
classifications entered. A suggestion was
made during the audit that automating the
manual checks would improve efficiency.
This was done durins the audit and now

Audit Objective 4: Determine f the
Docketing Section has ffictive qnd

fficient procedures for indexing and
making the electronic case files avoilable
to all affected parties using the Case

Information Svstem.

-8-
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the Section Manager can click on one areato
have all the exception reports generated each
day for her review.

Testing of selected documents indicated that
document types, priorities, filing parties,
confidentiality were all correct and
published. "Motions" in the tested
documents were reviewed for timeliness and
it was found that the average time elapsed
from the time of receipt of the document to
publication was 38 minutes, with a low of
12 minutes and a high of 81 minutes. For all
documents tested, the average elapsed time
was 13 minutes from the time of entry into
CIS until publishing. Testing also indicated
delays up to 6 days in entering non-sensitive
documents into CIS, such as the email
confirmations of hearing dates to the
requesting agencies. While workloads and
other priorities of staff may dictate a delay
of time for non-sensitive documents, the
written procedures do not address the
expectations of management regarding
processing time of information into the CIS.
In addition, there is not a monthly report
generated from the CIS for the Section
Manager to review the timeliness of work
produced in CIS.

Recommendation 5: The Docketing Section
Manager should request the development of
a monthly report to indicate the timeliness of
work being produced in the Case
Information System. The Manager should
consider the time frames from time of
receipt by the Section to the time of creation
in CIS and timeframes from creation in CIS
to publication as well as overall timeframes
from receipt in the Section to publishing and
the time sensitivity of various documents.

SOAH Management Response: The
Docketing Manager will contact the CIS

-9 -

programmers, iCaught, to request they
build a report that can be used regularly to
show the timeframes for documents from
time of receipt to time of creation and time
of creation to publication. This should be

a fairly easy request to accomplish.
However, programming costs might be
involved. Should programming for such a
report not be cost prohibitive, it will be

implemented.

Responsible Position: Docketing Manager
Target Completion Date: May 31, 2012, unless
significant costs are involved and/or dependent
upon completion of report from iCaught.

Recommendation 6: The written
procedures should be updated to give
guidance to staff on the acceptable time
periods for completion of entries. For
example, motions and other time sensitive
documents must be created in CIS within a
certain period of time or be published
within a certain amount of time of receipt.
Procedures should also be specified for
staff concerning the allowable time
periods for entry of non-sensitive data.

SOAH Management Response: Since
inception of CIS, Docketing has had a
general deadline policy of publishing
matters within four hours of receipt. One
efficiency Docketing has implemented is
the processing of faxes and documents in
TokOpen during the lunch hour. A docket
clerk is assigned a specific day of the week
to open and close SOAH's Austin hearing
facility. The assigned clerk for the day is
now required to process all hard copy
faxes and any documents in the TokOpen
system from 12:30 p.m. to 12:55 p.m.
before going to the hearing facility for the
afternoon dockets. This practice allows
documents filed durine the lunch hour to
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be processed more timely. Additionally, the
filing intake procedures have been revised to
require that all filings received by noon are
processed by noon and all filings received
from noon to 4:55 p.m. are to be processed
by 5:00 p.m. Note: The number of frlings
Docketing receives varies on a daily basis.
To date one of the busiest days included
over 700 filings and the slowest was
approximately 200 filings. The number of
filings received day to day impacts how
quickly they are processed. Additionally, any
motions received between 4:55 and 5:00
p.m. will be processed as a priority.

The Specific Agency Procedures have been
revised to include a timeframe of two days
to enter email confirmations into the CIS
system.

Responsible Position: Docketing Manager and
Deputy Clerks
Target Completion Date: Completed

Aadit Objective 5.. Determine tf the
Docketing Section has ffictive qnd fficient
procedures for tracking and monitoring any
"off docket" cqses with the Office of the
Attorney General (OAG)

All general docket cases are entered into
CMS and are updated as appropriate
throughout the process. While a report (ALJ
PFD Due Date Report) is generated from
CMS for the ALJs, cases that are remanded
for a rehearing do not indicate a due date for
the Proposal for Decision (PFD). These
types of cases were referred to as "off
docket" cases during the audit planning. It
was also stated during the audit planning
phase that these were generally Office of
Attorney General cases. During the audit
fieldwork it was determined that the term

"off docket" cases was a misnomer and
that these cases are not limited to cases

with the Office of Attorney General.

The ALJs rely on the ALJ PFD Due Date
report to indicate the due dates for all of
their hearings. In certain circumstances,
docketed cases that resulted in a remand or
a rehearing will not appear on the ALJs
open case listing with an appropriate
indication of a due date for the PFD. This
omission on the ALJ PFD Due Date
Report may have caused some due dates to
be overlooked. The Docketing Section
Manager and the Assistant Director of
Hearing Support have agreed on the
needed changes to the ALJ PFD Due Date
Report and have requested such changes to
be made to the report by the IR
Department. The Docketing Section
Manager should track this request and
ensure the requested changes on the ALJ
Active Case Report and the PFD Due
Report are completed timely to ensure
complete information is provided to the
ALJs concerning all of their case loads and
due dates.

Recommendotions : None.

Audit Objective 6: Determine if there are
adequate internal controls and ffictive
and fficient procedures for processing
incoming and outgoing mail and any
revenues received bv the

There are adequate internal controls and
effective and efficient procedures for
processing incoming and outgoing mail
and any revenues received by the agency,
except for revenues received for ALR
cases. The Docketing Section has up-to-
date documented procedures for the

-10-
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processing of mail and revenues received by
the agency. The Section also has trained
backup to ensure proper mail processing
occurs each day.

The mail is opened and logged by one
person in the Docketing Section. There is
not sufficient space or personnel for two
persons to open and log all incoming mail.
Not all mail is opened and even though
unopened mail could include money or
checks this rarely occurs and therefore this
poses little risk of loss or theft of revenue.
Revenues are remitted to the agency for
requests of transcripts and other documents
and checks are received, restrictively
endorsed, logged into the receipts database,
and delivered to Accounting by the
Docketing staff member. A copy of the
check and the transmittal letter is made and
delivered to the ALR clerk (this is done to
provide documentation to the clerk that the
fee for a transcript has been paid and the
clerk may complete the processing of the
order). There is an internal control
weakness in this process because the mail
clerk could make a copy of the check and
not log it into the receipts database or
provide it to Accounting for deposit. When
the remitted checks and related receipts are
delivered to the Accounting personnel, the
receipts are date stamped and signed or
initialed. On some occasions, "acctg" is
noted rather than the actual signature or
initials of the person receiving the funds.
Accounting personnel should sign their
names or initials on these receipts to provide
a complete audit trail for the transaction.
Accounting personnel deposit the checks.
Funds deposited are reconciled monthly with
the receipts in the receipts database, so the
only control weakness would be if incoming
revenues are not logged into the receipts
database. Controls over incomins revenues

would be strengthened if the mail clerk
was required to provide the ALR clerk
with not only a copy of all checks related
to ALR cases, but also receipts generated

from the receipts database. This would
ensure that all ALR revenues received are

logged and deposited.

The outgoing mail is processed by the mail
clerk using the postage meter in the
Docketing Section. After retrieval of the
outgoing mail, the mail is sorted by inter-
agency mail and mail that is required to be

stamped. Inter-agency mail is placed in a
bin in the Docketing Section for pick up
by the interagency mail courier. All other
mail is processed and recorded in the daily
postage log. Written procedures have been

developed for processing outgoing mail
and the intake clerk performs the functions
if the mail clerk is absent. Procedures are

adequate for processing outgoing mail.

Recommendation 7: The mail clerk
should provide the ALR clerk with a
receipt from the receipts database, along
with a copy of the check and transmittal
Ietter to ensure that the funds were logged
into the receipts database.

SOAH Management Response: The mail
procedures have been updated to now
provide the ALR Deputy Clerk a print-out
of the receipts logged into the receipts
database, along with the copy of the check
and the transmittal letter.

Responsible Position: Mail Clerk
Target Completion Date: Completed

- 11 -
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The Honorable Rick Perry, Governor
Members of the Legislative Budget Board
Members of the Sunset Advisory Commission
Mr. John Keel, CPA, State Auditor

Dear Ladies and Gentlemen:

Attached is a report on the internal activity at the State Office of Administrative Hearings as outlined in
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Please contact Ms. Linda Duncan, Chief Audit Executive for SOAH at 463-8575 if you desire fuither
information about the contents of this report.

Sincerely,
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I. Internal Audit Plan for Fiscal Year 2011

All audits in the FY 2011 Internal Audit Plan were completed as scheduled.

STATE OFFICE OF ADMINISTRATIVE HEARINGS
FY 2011 INTERNAL AUDIT PLAN

The Texas Internal Auditing Act requires certain audits to be performed on a periodic basis.
Required audits include audits of the department's accounting systems and controls, administrative
systems and controls, information resources systems and controls, and other major systems and
controls. In addition, five general types of audits are required by the Standards for the Professional
Practice of Internal Aaditing as follows:

Reliabiliil and Integritv of lryformation - Intemal Auditors should review the reliability and integrity of
financial and operating information and the means used to identiff, measure, classifu, and report such
information.

Compliance with Policies, Plans. Procedures, Laws, and Regulations - Intemal auditors should review
the systems established to ensure compliance with those policies, plans, procedures, laws, and
regulations which could have a significant impact on operations and reports, and should determine
whether the organization is in compliance with them.

Sqfeeuarding o-f Assets - Internal auditors should review the means of safeguarding assets and, as

appropriate veriff the existence of such assets.

Economical and Ef-ficient Use of Resources - Internal auditors should appraise the economy and
efficiency with which assets are employed.

Accomplishment o-f Established Ob_iectives qnd Goals for Operations and Proerams - Internal auditors
should review operations or programs to ascertain whether results are consistent with established
objectives/goals, and whether the operations or programs are being carried out as planned.

The FY 2011 Internal Audit Plan for the State Office of Administrative Hearings is based on
the Risk Assessment presented in the previous section. For FY 2011, one topic categorized as high risk
as determined by the risk assessment (Exhibit 3) is included in the audit plan. That is an audit of the
Billing Process. As indicated in Exhibit 4, all high risk audit topics have been or will be audited in the
past three fiscal years upon completion of the audit of the Billing Process. In addition, an audit of
Human Resources Systems and Controls will be performed. This is required to be performed on a
periodic basis by the Texas Internal Auditing Act and it has not been audited since FY 2005.
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The audit of the Billing Process will focus on the adequacy of internal controls and the
effectiveness and efficiency of procedures for billing entities for which SOAH conducts hearings. The
audit will evaluate whether there are effective processes in place for the timely and accurate billing of
all entities where SOAH conducts administrative hearings for the entities.

The audit of Human Resources Systems and Controls will focus on evaluating the adequacy of
human resources policies for protecting the agency against adverse personnel actions and the
effectiveness and efficiency of operating procedures for managing the agency's human resources.
Compliance with human resources statutes will also be evaluated.

In addition to these proposed audits, the internal audit annual report for FY 2010 will be
prepared, a follow-up review and report will be issued on audit recommendations made in prior years
and a risk assessment will be performed and an audit plan developed for FY 2012.

The following estimated time and timeframes for performing internal audit work during the
project are as follows:

' Complete the FY 2010lnternal Audit Annual Report - 4 hours (September 2010)
. Audit of Human Resources - 110 hours (January to February 20Il)
. Audit of Billings Process - 140 hours (June to July 20Il)
. Prior Years' Audit Follow-up Reviews - 8 hours (July 2011)

' Update Risk Assessment and PrepareFY 2012 Audit Plan - 4 hours (July 2011)

-2-
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il. External Quatity Assurance Review

In FY 2009, the State Ofhce of Administrative Hearings (SOAH) initially contracted with the
firm Jansen and Gregorczykto perform internal audit services for the SOAH. A quality review of the
SOAH intemal audit program was completed in October 2009. The Executive Summary of the quality
review is shown below.

State Office of Administrative Hearings
Quality Assurance Review

October 2009

OPINION

Based on the work outlined below, it is the opinion of the reviewer that the internal audit activity at
the State Office of Administrative Hearings is in accordance with the Texas Internal Auditing Act
and the audit work being performed by Jansen & Gregorczyk, Certified Public Accountants (the
Contractor) fully complies with all applicable professional auditing standards.

This opinion, representing the best possible evaluation, means that the State Office of
Administrative Hearings, and the Contractor, have in place all of the relevant structures and
policies that are required as well as the processes necessary to insure they are effectively
applied.

Richard H. Tarr. CISA. CIA
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ilI. KeyAuditFindings/Recommendations

Rpt. No.
Name/Date

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. 1:

Audit of
Human
Resources
Systems and
Controls

Date Issued:
June20,2011

To determine if
the human
resources
policies and
practices are
in compliance
withfederal
and state
requirements
and if they
contain all
required
provisions
designed to
protect the
agency against
Iiability
relsted to
discriminatory
practices,
sexual
harassment,
and other
potential
adverse
actions arising
from
applicants,
employees,

andformer
emplovees.

The Employee Handbook of
P olicies and Procedures
does not provide information
on a variety ofpersonnel and
compensation issues found
in various statutes.

Recommendation 1: In
order to ensure thal
employees are aware of their
rights under various federal
and state laws the Employee
Handbook of Policies and
Procedures should be

revised to address the areas
noted and information
regarding performance
appraisal due dates should
be updated.

Incomplete/
Ongoing. To be
completed in
FY 20t2.

Ensure that
employees are

aware of their rights
under various
federal and state

laws.
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Rpt. No.
Name/Date

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. 1:
Audit of
Human
Resources
Systems and
Controls

Date Issued:
June20,20Il

To determine if
the human
resources
policies and
practices are
in compliance
withfederal
and state
requirements
and if they
contain all
required
provisions
designed to
protect the
agency against
liability
related to
discriminatory
practices,
sexual
harassment,
and other
potential
adverse
actions arising
fro*
applicants,
employees,

andformer
employees.

Human Resources has not
been notiffing its employees
annually of the state's policy
on compensatory time, as

required by law.

Recommendation 2: Human
Resources should determine
and implement a process to
notify its employees annually
of the State's policy on
compensatory time and its
use as required by the
Government Code Section
659.023.

Fully
Implemented.

Ensure compliance
with the
Government Code.
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Rpt. No.
Name/Date

Iligh Level
Audit

Obieetives

Findings/
Recommendations Status Impact

Report No. L:
Audit of
Human
Resources
Systems and
Controls

Date Issued:
June20,20ll

To determine if
the human
resources
policies and
practices are
in compliance
withfederal
and state
requirements
and if they
contain all
required
provisions
designed to
protect the
ogency against
liability
related to
discriminatory
practices,
sexual
harassment,
and other
potential
adverse
actions arising

"from
applicants,
employees,

andformer
emplovees.

While required federal and
state posters are prominently
displayed in the Human
Resource Offrce, this
location is not easily visible
by all employees.

Recommendation 3: The

required posting notices that
are cunently posted in the
Human Resources Office
should be available on the
intranet to enhance the
visibility for all employees.

Fully
Implemented.

Enhance the
visibility of posting
notices for all
employees.
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Rpt. No.
NamoA)ate

I{igh Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. 1:
Audit of
Human
Resources
Systems and
Controls

Date Issued:
June 20,2011

To determine if
the recruitment
and selection
processes for
filling
positions are
in compliance
withfederal
and state laws,

f the
processes are
being adhered
to infilling
positions, if
the selection
criteria are
documented,
and if the
overall
recruitment
and selection
processes are
effective in
ensuring the
best applicants
are selected

from a
qualffied
applicant pool.

Audit testing indicated a lack
of consistent documentation
in job postings and personnel
files.

Recommendation 4: To
ensure accurate and
complete information in the
job posting and personnel

files, the Human Resources
Director should review and
update procedur e s and forms
utilized throughout the job
posting and employee
selection process; develop a
checklist or some other
appropriate guide to be used
in the hiring process to
ensure all steps and
documentation are
completed; and develop a
quality control process to
review information in the
Applicant Tracking System

for conectness.

Substantially
Implemented.
To be
completed in
FY 20T2.

Ensure accurate and
complete
information in the
job posting and
personnel files.
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Rpt. No.
Name/Date

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. l.:
Audit of
Human
Resources
Systems and
Controls

Date Issued:
Jwrc20,2011

To determine if
the recruitment
and selection
processes for
filling
positions are
in compliance
withfederal
and state laws,

f the
processes are
being adhered
to infilling
positions, if
the selection
criteria are
documented,
and if the
overall
recruitment
and selection
processes are
effective in
ensuring the
best applicants
are selected

from a
qualified
applicant pool.

The same interview
questions are used for
similar positions, creating a

potentially unfair advantage
for applicants that may
interview for more than one
position.

Recommendation 5: SOAH
should consider developing a
databank of questions for job
postings to avoid unfair
advantages to applicants
who may apply and be

interviewed for more than
one job postingfor similar
positions.

Substantially
Implemented.
To be
completed in
FY 2012.

Avoid creating
unfair advantages
to applicants who
may apply and be

interviewed for
more than one job
posting for similar
positions.
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Rpt. No.
Name/Date

Iligh Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. 1:
Audit of
Human
Resources
Systems and
Controls

Date Issued:
Jvrc20,2011

To determine if
the
classification
and
compensation
systems are in
compliance
with state and

federal laws
and if they are
effective in
attracting and
retaining
employees,

promoting

ffictive
human
resource
utilization, and
enabling the
agency to
meets its goals
and objectives.

Testing indicated instances
in which salary equity
adjustments and one-time
merit increases did not
document compliance with
the current policy outlined in
the Employee Handbook of
P olicies and Procedures.

Recommendation 6:
Management should c omply
with the qgency's stated
policies regarding salary
e quity adjustments, the
requirement to include
justffications for salary
actions, and eligibility for
merit or other salary actions.

Fully
Implemented.

Ensure compliance
with agency policy.

The agency does not
routinely document the
annual reviews that are
performed to ensure support
positions are properly
classified.

Recommendation 7: The HR
Director should take the
necessary steps to comply
with Government Code,

Section 654.0155 by
reviewing all agency job
positions annually for
proper classification and
maintaining appropriate
documentation of the annual
review oerformed.

Incomplete/
Ongoing. To
completed in
FY 2012.

be

Ensure all positions
are properly
classified.
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Rpt. No.
Name/I)ate

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. 1:
Audit of
Human
Resources
Systems and
Controls

Date Issued:
June20,20l

To determine if
the employee
performance
appraisal
system is

ffictive in
providing
constructive

feedback to
employees on
job
performance
and if
performance
evaluations
are up-to-date
and being
performed in
accordance
with state
requirements
and agency
guidelines.

Audit testing indicated that
several employee
performance evaluations
were completed after the
established due date.

Recommendution 8:
Directors and managers
should be held accountable

for timely submission of
employee performance
evaluations. Wile the
evaluations for Team
Leaders contain a section
concerning the timeliness of
evaluations, the evaluations

for other directors and
supervisors do not address
performance ev aluation
responsibilities.

Substantially
Implemented.
To be
completed in
FY 2012.

Ensure that
employee
performance
evaluations are

completed in a
timely manner.

Audit testing indicated some
new employees had not
received their required six
month probationary period
review.

Recommendution 9: The
Human Resources Director
should develop a system to
monitor the submission of six
month reviews to ensure the
employee receives the
direction and support needed

for the successful completion
of their probationary
periods.

Substantially
Implemented.
To be

completed in
FY 2012.

Ensure new
employees receive
performance
reviews in order to
complete their six
month probationary
period.
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Rpt. No.
Name/Date

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. 1:
Audit of
Human
Resources
Systems and
Controls

Date Issued:
June 20. 201 I

To determine if
the leave and
timekeeping

functions are
in compliance
with state and

federal laws, tf
the guidelines

for leave and
time keeping
are being
adhered to,

and if the
overall leave
and
timekeeping

functions are

ffictive and
efficient.

While the use of
administrative or emergency
leave requires the approval
of the agency's
administrative head, audit
testing found instances in
which approval by the Chief
ALJ was not indicated.

Recommendation 10: The

Human Resources Director
should amend the process or
procedures concerning time
reports to ensure approval of
the use of administrative and
emergency leave by the Chief
ALJ.

Fully
Implemented.

Ensure
administrative and
emergency leave is
approved by the
Chief ALJ to
comply with
statutory
requirements.
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Rpt. No.
Name/Date

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. 1:
Audit of
Human
Resources
Systems and
Controls

Date Issued:
June 20, 201 1

To determine if
the grievance
process is in
compliance
withfederal
and state laws,
if it is being
adhered to in
dealingwith
grievances,
and if it is
effective in
dealingwith
grievances that
are submitted.

The Employee Handbook of
P olicies and Procedures,
Chapter VII, Grievances, is
under development but has

not been completed.

Recommendution 11: The
Human Resource Division
should complete and
distribule " Chapter VII,
Grievances" of the
Employee Handbook of
Policies and Procedures to
ensure all agency employees
understand the mechanisms
designed to protect the
interests of the grieved
employe e and formalize the
responsibilities of the agency
in dealing with grievances.
The chapter should contain
timeframes for the actions to
occur during the review of
the grievances and a
mechanism to confirm final
outcomes occurred, if
applicable.

Substantially
Implemented.
To be

completed in
FY 20t2.

Ensure all agency
employees
understand the
mechanisms
designed to protect
the interests of the
grieved employee
and formalizethe
responsibilities of
the agency in
dealing with
grievances.
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Rpt. No.
Name/I)ate

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. 1:
Audit of
Human
Resources
Systems and
Controls

Date Issued:
June20,2011

To determine if
the employee
personnel files
contain all
required
information,
do not contain
any prohibited
information
and if all
information is
up-to-date.

Personnel files do not always
indicate that all required
information is collected and
up-to-date for each
employee.

Recommendotion 12:
Human Resources should
develop a process to ensure
employee personnel files
contain all required
information and
aclcnowledgements. For new
employees, a checklist of
required items should be

used to ensure all required
aclcnow I e dgments ar e made
and included in the files.
Reoccurring training, new
statutory requir ements and
other types of reoccuruing
aclcnowl e dgements shoul d
have some type of procedure
implemented to document the
date required and actual
receipt of the item. Wen
items are not timely
r e c eiv ed, divis ion director s
should be notified. To
ensure compliance with
various required state
ac lmow I e dgme nt s, human
resources staffshould
periodically review the
personnel files to ensure that
all required information is
un-to-date.

Substantially
Implemented.
To be
completed in
FY 2012.

Ensure that all
personnel files are

complete and up-to-
date.

1a
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Rpt. No.
Name/Date

Iligh Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. l.:
Audit of
Human
Resources
Systems and
Controls

Date Issued:
June20,20ll

To determine if
the employee
personnel files
contain all
required
information,
do not contain
any prohibited
information
and if all
information is
up-to-date.

Human Resources was
unaware of a section in the
Government Code which
requires a state agency to
provide each employee with
a copy ofcertain sections of
the Govemment Code and
obtain a signed
acknowledgement for receipt
of this information.

Recommendation 13: The

Human Resources Division
should take the necessqry
steps to implement the
requirements outlined in
Section 556.009 of the
Government Code.

Fully
Implemented.

Ensure Human
Resources is in full
compliance with
the requirements of
the Govemment
Code.

Report No.2:
Audit of the
Billings
Process

Date Issued:
August 23,
20rl

This report did not contain
any specific
recommendations.

IV. Consulting Engagements and Non-Audit Services Completed

The internal auditor did not provide any consulting or non-audit services during FY 2011.

V. Organrzational Chart

The organizational chart is shown on the following page. The contract Intemal Audit Director
reports to the Chief Administrative Law Judge. Linda Duncan, Chief Operating Offrcer, is the
designated Chief Audit Executive. The agency does not have an Audit Committee.
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VI. Report on Other Internal Audit Activities

The intemal auditor was not involved in any activities other than those activities outlined in the
FY 2011 Internal Audit Plan.

VIII. Internal Audit Plan for Fiscal Year 2012

STATE OFFICE OF ADMINISTRATIVE HEARINGS
BY 2OI?INTERNAL AUDIT PLAN

The Texas Internal Auditing Act requires certain audits to be performed on a periodic basis.
Required audits include audits of the department's accounting systems and controls, administrative
systems and controls, information resources systems and controls, and other major systems and
controls. In addition, five general types of audits are required by the Standards for the Professional
Practice of Internal Auditing as follows:

Reliabilit.v and Integri\t o.f In-formation - Internal Auditors should review the reliability and integrity of
financial and operating information and the means used to identifr, measure, classifu, and report such
information.

Compliance with Policies, Plans, Procedures. Laws, and Regulations - Internal auditors should review
the systems established to ensure compliance with those policies, plans, procedures, laws, and
regulations which could have a significant impact on operations and reports, and should determine
whether the organization is in compliance with them.

Sqfeguarding qf Assets - Internal auditors should review the means of safeguarding assets and, as

appropriate veriff the existence ofsuch assets.

Economical and Effrcient Use of Resources - Internal auditors should appraise the economy and
efficiency with which assets are employed.

Accomplishment o-f Established Objectives and Goals -for Operations and Programs - Internal auditors
should review operations or programs to ascertain whether results are consistent with established
objectives/goals, and whether the operations or programs are being carried out as planned.

The FY 2}I2Intemal Audit Plan for the State Office of Administrative Hearings is based on
the Risk Assessment presented in the previous section. For FY 2012, one topic categoized as high risk
as determined by the risk assessment (Exhibit 3) is included in the audit plan. That is an audit of the
Docketing Section. As indicated in Exhibit 4, all high risk audit topics have been or will be audited in
the past three fiscal years upon completion of the audit of the Docketing. In addition, an audit of
Purchasing/Contracting Systems and Controls will be performed. This audit is required to be
performed on a periodic basis by the Texas Internal Auditing Act and it has not been audited. As a
result, the two audits that will be performed in FY 2012 are:

-16-
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. Docketing Section (High Risk)

. Purchasing/Contracting Systems and Controls (Moderate Risk)

In addition to these proposed audits, the internal audit annual report for FY 2012 will be
prepared, a follow-up review and report will be issued on audit recommendations made in prior years
and a risk assessment will be performed and an audit plan developed for FY 2013.

The following estimated time and timeframes for performing intemal audit work during the
project are as follows:

' Complete the FY 2011 Internal Audit Annual Report - 2 hours (October 2010)
' Update Risk Assessment and PrepareFY 2012 Audit Plan - 4 hours (October 20II)
. Audit of Docketing - 120 hours (November to December 2011)
' Audit of Purchasing and Contracting - 110 hours (March to April 2012). Prior Years' Audit Follow-up Review - 10 hours (April 2012)
' Update Risk Assessment and Prepare FY 2013 Audit Plan - 4 hours (July 2012)

V[I. External Audit Services Procured in Fiscal Year 20ll

The State Office of Administrative Hearings contracted with the CPA
Gregorczyk in FY 20ll to provide contract internal audit services for the agency.
audit services were procured in FY 2011.

firm of Jansen &
No other external

IX. Reporting Suspected Fraud and Abuse

The State Office of Administrative Hearings has posted the required information on reporting
suspected fraud, waste or abuse involving state resources directly to the State Auditor's Office on the
home page of the agency's website and has included information in the agency's policies on how to
report suspected fraud to the State Auditor's Office.

The agency does not receive funds under the American Recovery and Reinvestment Act and is
therefore not subject to the provisions of Article XII of the General Appropriations Act (81't
Legislature) regarding funds received under the American Recovery and Reinvestment Act.

No instances of suspected fraud, waste or abuse were reported by SOAH to the State Auditor's
Office during FY 2011.

{.:*'&tr***{.{<rt***
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Jansen & Gregorczyk
Certified Public Accountants

Telephone
(sr2) 268-0070

P. O. Box 601

Kvle. Tx. 78640

August 23,2011

Cathleen Parsley,
Chief Administrative Law Judge
State Office of Administrative Hearinss

The following report provides the results and recommendations noted during the internal
audit of the Billings Process.

The internal audit was conducted in accordance with generally accepted government
auditing standards and Standards for the Professional Practice of Internal Auditing, published by
the Institute of Internal Auditors.

Siened Copv on File

Jansen & Gregorczyk
Certified Public Accountants
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Audit Purpose

The primary purposes of the internal audit
were to determine if SOAH has adequate
automated systems edits and manual
controls to ensure the accurate entry of time
spent on administrative case hearings, if
there are adequate internal controls and
effective procedures for billing agencies for
work performed on administrative case
hearings and if all billings are in compliance
with statutory and contractual requirements.

EXECUTIVE SUMMARY

Recommendations

None.

AUDIT PURPOSN & SCOPE

The primary pu{poses of the internal audit
were to determine if SOAH has adequate
automated systems edits and manual
controls to ensure the accurate entry of time
spent on administrative case hearings, if
there are adequate internal controls and
effective procedures for billing agencies for
work performed on administrative case

hearings and if all billings are in compliance
with statutory and contractual requirements.

The scope of the audit included review,
analysis andlor testing of the following
areas:

Time-keeping procedures and reports;
Data entry procedures;

Prebillings review process;

Billing review process;

Statutory requirements related to
billings;
Billing contracts; and

SOAH billings sent to agencies.

Specific audit objectives were developed
and coordinated with SOAH management.
These audit objectives and the results of our
audit work are presented in the next section,

"Audit Results and Recommendations. "

a

a

a

a

a

a

a

Key Audit Observations

o There are adequate automated edits and
manual controls for ensuring the accuracy
of time reported by administrative law
judges used in preparing billings.

o Billings prepared by SOAH arc in
accordance with statutory and contracfual
requirements.

o There are adequate internal controls and
effective procedures for the accurate and
timely billing for work performed on
administrative hearings cases by the
Administrative Law J
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AUI}IT RESULTS AND
RECOMMENNATIONS

The results and recommendations of the
internal audit work are presented in this
section for each ofthe three audit objectives
that were established and coordinated with
SOAH management.

Audit Objective 1: Determine if there are
adequate automated systems edits and
manual controls for ensuring the accuracy
of time reported by administrative lm,u

(Al^ll used in preparing bill

There are adequate automated systems edits
and manual controls for ensuring the
accuracy of time reported by administrative
law judges used in preparing billings. The
process begins with the ALJs submitting
time sheets when they are working on cases.

Different forms are used for time spent on
General docket cases and administrative
license revocation (ALR) cases. Time spent
on general docket cases is entered on a
Timeslips report form and entered into the
Timeslips database system each month by
the Billings Clerk in Accounting for Austin
ALJs. Time spent on ALR cases is
submitted on a different time-keeping form
and entered into a Lotus Notes database
system by the Billings Clerk for the Austin
ALJs. Field administrative assistants enter
ALR case time for the Field ALJs.

ALJs are supposed to submit all time sheets
on the 15th of the month and the l't of the
following month so that bills can be sent to
agencies on the 15th of each month. Some
judges are very diligent in submitting them
in a timely manner while others are not. The
Billings Clerk prepares a reminder e-mail for
the Chief Financial Officer to send around

the time that timesheets are due and she will
also contact the ALJ if they have not
submitted any time sheets throughout the
month.

Time charges get their first review after the
Billings Clerk produces a Monthly Activity
Report for both ALR cases and general

docket cases, which is sent to the ALJs for
review. Each ALJ reviews the report for
incorrect hours, incorrect docket numbers or
case numbers, or dates. In some cases,

another judge may have taken over the case

and the form that is preprinted with the
original judge's name did not correctly
disclose that fact. The ALJ makes

corrections and returns the reports to the
Billings Clerk for corrections to be made.

Once all corrections have been made based

on the review of the Monthly Activity
Reports by the ALJs, the Billings Clerk then
prepares "Prebills" for the Team Leaders to
review. Team Leaders look for any hours
that appear well above the norm for a

particular type of case, any unusual billings
for preparation of Proposals for Decision or
other documents, or any other anomalies.
Any changes are sent to the Billings Clerk
for correction and preparation of the final
billings. Once the final bills are ready for
distribution, the Chief Financial Officer
completes a final review. As a result of the
multiple review processes, the billings are

extremely accurate.

Recommendutions : None.

Audit Objective 2: Determine if billings
prepared by SOAH are in accordance with
statutory and contractual requirements.

Billings prepared by
accordance with statutorv

SOAH are in
and contractual
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requirements. The Government Code,
Section 2003.024 authorizes SOAH to enter
into contracts with state agencies to provide
services at an hourly rate set by the
Legislature and to be reimbursed for certain
expenses. While there is some standard
language in every contract, the contracts can
be customized with each agency for any
other clauses deemed necessary or
appropriate. SOAH has contracts with
seventeen agencies for varying amounts.
Billings to contracted agencies are tracked
throughout the yer, and while some
contract amounts are exceeded, SOAH
continues to bill the agencies and they
continue to pay. Because these are state
agencies, it is not deemed necessary by
management to renegotiate existing
contracts when contracted amounts are
exceeded. This process is acceptable to both
parties. Based on expected need, renewing
contracts are increased in the next fiscal year
if it appears the amount contracted in the
prior year was not sufficient.

Rider 9 of the General Appropriations Bill
specifically is related to the Texas
Commission on Environmental Quality
(TCEQ) contract and SOAH has included a
clause in the contract with TCEQ to
renegotiate the contract in the event the
billings exceed the contracted amount by
20oh or more.

The General Appropriations Act identifies
36 agencies that are to be covered by the
appropriation made to SOAH. Those
agencies only receive a quarterly notice of
hours incurred by SOAH, rather than
billings by SOAH.

Recommendations : None.

There are adequate internal controls and
effective procedures for the accurate and
timely billing for work performed on
administrative hearings cases by the
Administrative Law Judges. A billing
calendar is prepared at the beginning of the
fiscal year. The billing calendar outlines the
due dates for each step of the billing process,

and the responsible person/department.
There is a defined timeline from the l't of
each month to the 15th of each month.

There are three different types of invoices or
billing notices. The Comptroller of Public
Accounts pays their contract in lump sum at
the beginning of the fiscal year and they
receive monthly reports of the number of
hours provided to them. TCEQ is billed
quarterly in advance and they receive a
report of the number of hours provided to
them during the previous quarter. Other
agencies contracting with SOAH are sent a
monthly letter with the billing detailed by
Docket Number and instructions on
submitting payment to SOAH.

The controls over timesheets and billings
discussed in Audit Objective I result in
timely and accurate billings made by SOAH
and agencies rarely question or dispute the
billings.

Recommendations : None.

Audit Objective 3: Determine if there are
adequate internal controls and an ffictive
process to ensure the accurate and timely
billings -fo, work performed on
administrative hearings cases by the
administrative law i
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Jvrc20,201I

Cathleen Parsley,
Chief Administrative Law Judge
State Office of Administrative Hearings

The following report provides the results and recommendations noted during the intemal
audit of the Human Resources Systems and Controls.

The internal audit was conducted in accordance with generally accepted government
auditing standards and Standards for the Professional Practice of Internal Auditing, published by
the Institute of Internal Auditors.

Sisned Copv on File

Jansen & Gregorczyk
Certifi ed Public Accountants
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Audit Purpose

The purposes of the internal audit of human
resources systems and controls were to
determine if SOAH: is complying with
federal and state laws regarding human
resources issues; has all necessary policies,
procedures and practices for effectively
managing the agency's human resources and
protecting the agency against liability related
to adverse personnel actions; and is adhering
to all established human resources policies
and

EXECUTIVE SUMMARY The employee relations practices
developed by the Human Resources
Division comply with federal and state

laws and requirements and clearly
communicate agency and employee
expectations.
The performance appraisal system for
evaluating employee performance
appears to be effective in providing
constructive feedback to employees
regarding expected performance.
Testing of 30 employee evaluations in
the personnel files indicated that three
evaluations were not current. Testing
also indicated that 23 of the
evaluations were completed after the
due date established by the General
Counsel and the Human Resources
Director.
SOAH leave and time-keeping
functions are effective, efficient, and in
compliance with state and federal
requirements.
Personnel actions reviewed clearly
indicated the cause of the action and
the expected corrective actions on the
part of the employee and followed the
agency procedures as outlined in the
Employee Handbook.
The Human Resources Division
maintains two personnel files for each

employee. The two files and the
agency's Form I-9 file generally
contain all information required by the
state and federal laws; however, the
files do not always reflect that all
required information is collected and
up-to-date for each employee.

Human resources reports were
accurate, submitted timely and were
supported by appropriate
documentation.

Key Audit Observations

Areas were identified where additions or
revisions could be made to the Employee
Handbook ofPolicies and Procedures to
provide a more comprehensive set of
human resources policies and procedures
for the agency's employees.

SOAH's recruitment and selection
processes for filling positions are in
compliance with federal and state laws.
The classification and compensation
systems are in compliance with state and
federal laws, and they are effective in
attracting and retaining employees and
promoting effective human resource
utilization.
All individual job assignments within
the agency are required by Section
654.0155 of the Government Code to be
reviewed annually by the agency to
ensure each position is properly
classified. Although the Administrative
Law Judge positions are reviewed
annually, the agency does not routinely
document the annual reviews that are
performed for all support positions.

.|
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Significant Recommendations

In order to ensure that employees are
aware of their rights under various
federal and state laws the Employee
Handbook of Policies and Procedures
should be revised to address all areas
noted in Audit Objective 1.

To ensure accurate and complete
information in the job posting and
personnel files, the Human Resources
Director should review and update
procedures and forms utilized
throughout the job posting and employee
selection process; develop a checklist or
some other appropriate guide to be used
in the hiring process to ensure all steps
and documentation are completed; and
develop a quality control process to
review information in the Applicant
Tracking System for correctness.
The HR Director should take the
necessary steps to comply with
Government Code, Section 654.0155 by
reviewing all agency job positions
annually for proper classification and
maintaining appropriate documentation
of the annual review performed.
Human Resources should develop a
process to ensure employee personnel
files contain all required information and
acknowled

AUDIT PURPOSE & SCOPE

The purposes of the internal audit of
human resources systems and controls
were to determine if SOAH: is complying
with federal and state laws regarding
human resources issues; has all necessary
policies, procedures and practices for
effectively managing the agency's human
resources and protecting the agency against
liability related to adverse personnel
actions; and is adhering to all established
human resources policies.

The scope of audit work involved
review, analysis and/or testing of
following areas:

human resources policies and
procedures;

recruitment and selection processes;

classification and compensation
systems;

employee relations practices;

employee performance appraisals;

leave and time accounting practices and
record keeping;
disciplinary and grievances processes;

personnel records; and

human resources reports.

the
the

a

a

a

a

a

a

o

o

Managementts Response

SOAH management agrees with the report
findings and recommendations. Staff
responsibilities and target dates have been
established for implementing all
recommendations made in the
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AUDIT RNSULTS AND
RECOMMKNDATIONS

The results and recommendations of the
internal audit are presented in this section
for each of the ten audit objectives that were
established and coordinated with SOAH
management.

Audit Objective 1: Determine if the human
resources policies and practices are in
compliance with federal and state
requirements and if they contain all required
provisions designed to protect the agency
against liability related to discriminatory
practices, sexusl harsssment, and other
potential adverse actions arising from
applicants, employees, and former
employees.

A comparison of the Employee Handbook of
Policies and Procedures to federal and state
human resources laws and other
authoritative sources, including the Texas
State Auditor's Texas Human Resources
Management Statutes Inventory, indicates
the Handbook is in substantial compliance
with federal and state requirements and it
contains most relevant provisions needed to
protect the agency against liability related to
discriminatory practices, sexual harassment,
and other potential adverse actions arising
from applicants, employees, and former
employees. However, areas were identified
where additions or revisions could be made
to the policies and procedures to provide a
more comprehensive set of human resources
policies and procedures for the agency's
employees. The Employee Handbook of
Policies and Procedures does not provide
information on the following personnel and
compensation issues found in various
statutes:

The awarding and use of
administrative leave (Government
Code Section 661.911).
Time off allowed for: amateur
radio operators participating in
disaster relief services
(Government Code Section
661.919(a)); blood donations
(Government Code Section
661.917); bone marrow and organ
donations (Government Code
Section 661.916); certified
American Red Cross disaster relief
services [Government Code
Section 661.907 (a) and (b)l; and,

Court Appointed Special Advocate
(CASA) Volunteers (Government
Code Section 661 .921 as amended
by the 81't Legislature, Regular
Session).
A state agency may not use

appropriated money to employ, as a

regular full-time or part-time or
contract employee, a person who is
required by Chapter 305 to register
as a lobbyist (Government Code
Section 556.005). Conversely, full
and part-time employees may not
work as lobbyists.
Employees and job applicants aged
40 and over may not be

discriminated against (Age
Discrimination in Employrnent Act
of 1967).
Men and women should be given
equal pay for equal work (Equal
Pay Act of 1963).
Employees and job applicants may
not be discriminated against on the
basis of pregnancy (Federal
Pregnancy Discrimination Act of
I 978).

a)

b)

c)

d)

e)
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g) No person can be denied public
employment due to membership or
non-membership in a labor union
(Government Code 617.004).

h) If an employee's salary is decreased
for disciplinary reasons, it cannot be
lower than minimum for that current
group fGovernment Code Section
65e.2s8(b)1.

D Information concerning payroll
deductions to include charitable
campaigns (Government Code
Section 659.I3D and credit unions

fGovernment Code Section
6s9.103(a)1.

j) Information concerning employees'
right to accrue leave and sick time
while on unpaid military leave of
absence (Government Code Section
66r.904).

k) Granting of emergency leave to
provide a pay differential if an
employee's military pay is less than
the employee's gross state pay
(Government Code Section
66r.904r).

l) Employment preference for former
foster children [Government Code
Section 672.002(a) and 672.0051.

m) Information conceming an election
to deny access to information that
would identift an employee as a

crime victim (Government Code
Section 552.132\.

In addition, the Handbook has not been
updated to include the current appraisal
schedule of annual appraisals due in July of
each year.

SOAH's enabling legislation was reviewed
to determine if specific personnel
requirements were addressed in the agency's
policies and procedures. The statute covers

topics of standards of conduct, supervision
and employment of administrative law
judges and the agency equal opportunity
policy. The agency is in compliance with
these areas of the statute.

Section 659.023 of the Government Code
requires a state agency to notiff its
employees annually of the state's policy on
compensatory time. Human Resources has

not been performing this notification
annually as required.

The Employee Handbook of Policies and
Procedure is available to all agency
employees on the agency's intranet.
Required federal and state posters are
prominently displayed in the Human
Resource Office, although this location is
not easily visible by all employees.

Recommendation l: In order to ensure
that employees are aware of their rights
under various federal and state laws the
Employee Handbook of Policies and
Procedures should be revised to address
the areas noted above in items' a) through
m) and information regarding
performance appraisal due dates should
be updated.

SOAH Management Response: SOAH
agrees with the recommendation.

Responsible Position: Human Resources Director
Target Completion Date: September l,20ll

Recommendation 2: Human Resources
should determine and implement a process
to notify its employees annually of the
State's policy on compensatory time and
its use as required by the Government
Code Section 659.023.

-5-
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SOAH Management Response: SOAH
agrees with the recommendation. An email
will be sent annually reminding agency
employees of SOAH's policy on
compensatory time and its use.

Responsible Position: Human Resources Director
Target Completion Date: June 30,2011

Recommendatinn 3: The required posting
notices that are currently posted in the
Human Resources Office should be
available on the intranet to enhance the
visibility for all employee s.

SOAH Management Response: The
required posting notices that are currently
posted in the information area outside the
Human Resources Office will be made
available on the intranet to enhance the
visibility for all employees.

Responsible Position: Human Resources Director
with support from Information Resources
Target Completion Date: June 30, 201I

SOAH's recruitment and selection processes
for filling positions are in compliance with
federal and state laws. There is a written
process, either in the form ofprocedures for
the Human Resources staff or instructions
on job posting requests, for conducting and
documenting the recruitment and selection
of personnel for vacant positions within the

agency. Posting files are maintained on
each vacant position and include: the
posting, job posting request, job
description, grading sheet, additional
postings other than the Texas Workforce
Commission posting on Work in Texas,

applicant 1og, EEO forms, applications
meeting/not meeting qualifications,
interview questions and testing documents.
Additional files are utilized for application
reference checking form, personnel action
forms, requests for authorization of job
offer and written job offers. Although not
specified in the written procedures,

acknowledgement letters are written to
those applicants who are interviewed or
meet minimum qualifications. Applicant
information is entered into an Applicant
Tracking Database.

Audit testing of positions posted and filled
for calendar years 2009 and 2010 indicated
adherence to established operating
procedures for supervisory approvals for
job postings and job offers, the screening
process, and the interviewing process.

However, testing also indicated a lack of
consistent documentation in the posting or
personnel files to determine if other
required procedures were completed such
as the letter to applicants not selected,
applicant reference checks and written
extensions of the job offers. Errors were
also identified in the data maintained in
the Applicant Tracking System, which
indicates a better quality control process is
needed to ensure the accuracy of
information entered into the svstem.

While there are written procedures for all
aspects of the recruitment and selection
process, in some cases they are not being
followed or the procedure has changed.
For example, the Job Posting Request

Aadit Objective 2: Determine ,f the
recruitment and selection processes for
filling positions are in compliance with
federal and state laws, tf the processes ore
being adhered to in filling positions, if the
selection criteria are documented, and if the
overall recruitment and selection processes
are ffictive in ensuring the best applicants
are selectedfrom a qualified applicant pool.
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indicates that interview questions should be
submitted with the request, and, after the
interview process, the Selection Packet
should be submitted to the HR Director with
interview questions and answers. Interview
questions are not being submitted in all
cases and the interview responses are not
maintained. We noted that the same
interview questions are used for similar
positions. Utilizing the same interview
questions for each posting may provided an
advantage to applicants who are interviewed
for the same job classification in different
postings. This occurred twice in the
postings tested.

Recommendation 4: To ensure accurate
and complete information in the job posting
and personnel files, the Human Resources
Director should review and update
procedures and forms utilized throughout
the job posting and employee selection
process; develop a checklist or some other
appropriate guide to be used in the hiring
process to ensure all steps and
documentation are completed; and develop
a quality control process to review
information in the Applicant Tracking
Systemfor conectness.

SOAH Management Response: The job
posting process has been revised during the
past thirty days and the associated
procedures and forms are being revised and
implemented. The Human Resources
Director has determined that by using Work
in Texas as the primary platform for
accepting applications, the need for manual
entry of EEO information will be eliminated
and will reduce the potential for data entry
effors.

Although interview questions may not
have been included in the actual files, the

lists of acceptable questions are on file in
the Human Resources Department and are

utilized by the hiring authorities during the

interview process.

The letters to applicants not selected will
be maintained in the applicant files. The
reference checks will continue to be
maintained in a separate file within Human
Resources and written extensions of job
offers will continue to be filed within the

employee's personnel file.

Responsible Position: Human Resources Director
Target Completion Date: June 30, 201I for
accomplishment of revisions to procedures.

Reeommendation 5: SOAH should consider
developing a databank of questions for job
postings to avoid unfair advantages to
applicants who may apply and be

interviewed for more than one job posting

for similar positions.

SOAH Management Response: The
questions currently used for each position
are important tools for the evaluation of
the candidates' qualifications, skills and
abilities; however, a databank of questions

that can be interspersed with the essential
questions relating to the duties of the jobs
will be developed and provided to the
hiring authorities.

Responsible Position: Human Resources Director
in conjunction with hiring authorities
Target Completion Date: September 30,2011
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Audit Objective 3.. Determine if the
classification and compensation systems are
in compliance with state and federal laws
and if they are ffictive in attracting and
retaining employees, promoting ffictive
human resource utilization, and enabling the

to meets its goals and ob.iectives.

The classification and compensation systems
are in compliance with state and federal
laws, and they are effective in attracting and
retaining employees and promoting effective
human resource utilization. The system to
award performance through merit increases,
using both one-time and regular merits,
based on annual performance evaluations is
well documented and effective in attracting
and retaining employees. Team leaders and
division heads have the opportunity to
recommend changes to employee
compensation every year. A
recommendation may be made based on the
annual performance evaluation of an
employee and in cases of change of job
responsibilities. Merit increases or
promotions for employees may be awarded
each year based upon funds available in the
agency's budget. The agency has developed
a merit system that is used to consider merit
raises for all employees.

Testing of a sample of personnel actions for
FY 2010 and FY 2011 indicated that actions
were adequately documented, in accordance
with established procedures in most cases
and consistently approved by all required
managers. In two instances, one-time merits
were given that did not comply with
qualifications as indicated in the current
policy outlined in the Employee Handbook
of Policies and Procedures. Additionally,
two salary equity adjustments did not have
the required written review and analysis as

specified in the Employee Handbook.
Personnel Action Forms (PAFs) require a

written justification for the action taken
and testing indicated that no written
justifications were completed on the PAFs
for one-time merits.

All individual job assignments within the
agency are required by Section 654.0155
of the Government Code to be reviewed
annually by the agency to ensure each
position is properly classified. Although
the Administrative Law Judge positions
are reviewed annually, the agency does not
routinely document the annual reviews that
are performed for all support positions.

Recommendation 6: Management should
comply with the agency's stated policies
regarding salary equity adjustments, the
requirement to include justffications for
salary actions, and eligibility for merit or
other salary actions.

SOAH Management Response: SOAH
agrees with the recommendation. It is the
practice ofthe agency to strictly adhere to
its policies of awarding salary adjustments
to its employees. The aforementioned
one-time merits and equity adjustments
were anomalies and do not reflect the
standard practice ofthe agency.

The Human Resources Director will
continue to ensure compliance with the
agency's stated policies regarding salary
actions.

Responsible Position: Human Resources Director
Target Completion Date: Ongoing

Recommendstion 7: The HR Director
should take the necessary steps to comply
with Government Code, Section 654.0155
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by reviewing all agency job positions
annually for proper classification and
maintaining appropriate documentation of
the annual review performed.

SOAH Management Response: SOAH
agrees with the recommendation.

The ALJ classifications are audited by the
team leaders and executive management
during the annual performance evaluation
process. Although all positions are
reviewed annually during the performance
evaluation process or at some other time
during the yatr, the Human Resources
Director understands the importance of
implementing formal annual classification
audits. These audits will be performed
annually on non-ALJ positions.

Responsible Position: Human Resources Director
Target Completion Date: September 30,2011

The employee relations practices developed
by the Human Resources Division comply
with federal and state laws and requirements
and clearly communicate agency and
employee expectations. The Employee
Handbook of Policies and Procedures is
available to all employees on the agency's
intranet. Additional human resource
informational items are also easily
accessible through the intranet. Any updates
to the Handbook are electronically provided
to employees. During new employee
orientation employees receive training on

the most critical topics regarding their
agency employment. Employees are

required to acknowledge that they have
been informed of the online location of the
Employee Handbook and that it is their
responsibility to read and abide by the
information in the Handbook.

Recommendations: None.

Audit Objective 5.' Determine f the
employee performance appraisal system is

ffictive in providing constructive

feedback to employees on job performance
and if performance evaluations are up-to-
date and being performed in accordance
with state requirements and agency
guidelines.

The performance appraisal system for
evaluating employee performance appears

to be effective in providing constructive
feedback to employees regarding expected
performance. Because of the varying
duties and responsibilities of different
employees, the agency maintains different
performance evaluations for
Administrative Law Judges, Team Leaders
and those staff members in a support role.
The support role evaluations also include a
section for those in a supervisory position.
Administrative Law Judge's evaluations
are tailored to address each employee's
specific job performance requirements
while the evaluations for employees in a

support role focus on general performance
factors of quality, quantity, job knowledge,
dependability, and responsibility. The
Administrative Law Judges evaluations are

a detailed process with the team leaders
gathering input from a variety of sources.

All submitted evaluations are reviewed by

Audit Objective 4: Determine if employee
relations' practices minimize negative
conse{luences to the agency by clearly
communicating agency and employee
expectations and complying with applicable
laws qnd resulations.
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the General Counsel to ensure completeness
and relative consistency.

All employee performance reviews are due
in July of each year for the previous one-
year period, July 1 through June 30. All
new employees are required to have a six-
month performance evaluation conducted.
Notices are sent by General Counsel
conceming the evaluations and due dates of
Administrative Law Judges' evaluations,
while the Human Resources Director sends
notices conceming all other evaluations.

Testing of 30 employee evaluations in the
personnel files indicated that three
evaluations were not current. Testing also
indicated that 23 of the evaluations were
completed after the due date established by
the General Counsel and the Human
Resources Director. All required approvals
on the performance evaluations were
obtained. Three employees required a six
month review; however, only two received
the six month review.

Recommendation 8.' Directors and
managers should be held accountable for
timely submission of employee performance
evaluations. While the evaluations for Team
Leaders contain a section concerning the
timeliness of evaluations, the evaluations for
other directors and supervisors do not
address performance evaluation
responsibilities.

SOAH Management Response: SOAH
agrees with the recommendation.

Responsible Position: Human Resources Director
Target Completion Date: May 31,2012

Recommendation 9: The Human Resources
Director should develop a system to monitor

the submission of six month reviews to
ensure the employee receives the direction
and support needed for the successful
completion of their probationary periods.

SOAH Management Response: SOAH
agrees with the recommendation.

Responsible Position: Human Resources Director
Target Completion Date: July 1, 2011

Audit Objective 6: Determine if the leave
and timekeeping functions are in
compliance with state and federal lm,rts, tf
the guidelines for leave and time keeping
are being adhered to, and f the overall
leave and timekeeping functions are
effe c t iv e an d effi c i e nt.

SOAH leave and time-keeping functions
are effective, efficient, and in compliance
with state and federal requirements. The
Employee's Handbook of Policies and
Procedures identifies and explains pay
practices of the agency for time worked,
varying types of leave and compensatory
time earned. These pay practices are in
compliance with the State of Texas
Uniform Statewide Pawoll Svstem
(usPS).

SOAH employees record times earned and
leave taken each week, and sign and date

their weekly time reports. Supervisors
approve, sign and date the employee's
report if time is taken or earned, and it is
then forwarded to the Human Resources
Division. Information is reviewed and data
entered into USPS by a Human Resources
staff member. Verification of the
information entered is completed by
another staff member who reconciles the
USPS Report 537 for time and leave
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summary with the employee's weekly time
reports. This provides effective controls for
ensuring the accuracy of leave and time-
keeping records.

Testing of time and leave reports did
indicate one area of procedures which needs
attention. The use of administrative or
emergency leave requires the approval of the
agency's administrative head. In 11 of the
13 instances involving the use of
administrative or emergency leave, approval
was not indicated by the Chief ALJ.

Recommendation 10: The Human
Resources Director should amend the
process or procedures concerning time
reports to ensure approval of the use of
administrative and emergency leave by the
Chief ALJ.

SOAH Management Response: Although
this approval has been provided by email in
the past, SOAH will also ensure that weekly
time reports with administrative or
emergency leave are signed by the Chief
Administrative Law Judge.

Responsible Position: Human Resources Director
Target Completion Date: Completed

Audit Objective 7: Determine tf the
disciplinary process is in compliance with
federal and state laws, if it is being adhered
to in dealing with disciplinary issues, and if
it is ffictive in dealing with disciplinary
problems that arise.

The Employee Handbook of Policies and
Procedures contains a description of the
various types of behavior or violations of
policy that may result in disciplinary actions.
Disciplinary actions include oral reprimands,

written reprimands, written reprimands
with additional disciplinary action and
terminations. Personnel actions reviewed
clearly indicated the cause of the action
and the expected corrective actions on the
part of the employee and followed the
agency procedures as outlined in the
Employee Handbook The HR Director is
responsible for overseeing the disciplinary
action process and ensuring compliance
with the disciplinary action procedures.

Follow-up review is accomplished by use

of an electronic calendar.

Recommendstions : None.

Audit Objective 8.' Determine f the
grievance process is in compliance with
federal and state laws, if it is being
adhered to in dealing with grievances, and
if it is ffictive in dealing with grievances
that are submitted.

There is no specific state or federal laws
dictating that state agencies follow certain
procedures for filing and acting upon
employee grievances. The Employee
Handbook of Policies and Procedures,
Chapter VII, Grievances, is under
development but has not been completed.
The procedural steps the agency follows
and an employee must take were indicated
by the Human Resources Director. Only
one grievance has been filed during the
past three years. The steps take in the
grievance procedure followed the general
steps as outlined by the Human Resource
Director. The agency effectively
addressed the issues submitted in the
grievance.

Recommendation 11: The Human
Resource Division should complete and
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distribute "Chapter VII, Grievances" of the
Employee Handbook of Policies and
Procedures to ensure all agency employees
understand the mechanisms designed to
protect the interests of the grieved employee
and formalize the responsibilities of the
agency in dealing with grievances. The
chapter should contain timeframes for the
actions to occur during the review of the
grievances and a mechanism to confirm
final outcomes occurred, if applicable.

SOAH Management Response: SOAH
agrees with the recommendation.

Responsible Position: Human Resources Director
Target Completion Date: September 1,2011

Audit Objective 9: Determine tf the
employee personnel files contain all
required information, do not contain any
prohibited information and if all information
is uo-to-date.

The Human Resources Division maintains
two personnel files for each employee. The
two files and the agency's Form I-9 file
generally contain all information required by
the state and federal laws. The personnel
file is organized and tabbed aiding in the
easy location of the information maintained
while the miscellaneous file is maintained in
chronological order. The agency's practice
is to maintain all information required by
law; however, the files do not always reflect
that all required information is collected and
up-to-date for each employee.

Audit testing of a sample of 28 personnel
files was conducted for 14 items, required by
the state or SOAH. The files contained the
personnel data release forms, the state
applications, salary and job conditions,

personnel action forms and generally the I-
9 forms. However other areas tested such

as acknowledgement receipts for the
Employee Handbook, acknowledgements
concerning information security and
confidentiality, personnel data sheets and
the veterans' preference forms were not
consistently located in the files.
Performance appraisals were tested for the
last five years. Fifteen out of 28 files had
at least one year or the six month review
missing. EEO/Harassment training
required every two years was not current
for four of the 28 employee files tested.

Human Resources was unaware of the
requirement in Section 556.009 of the
Government Code, which requires a state

agency to provide each employee a copy of
Sections 556.004, 556.005, 556.006,
556.007 and 556.008 of the Government
Code and obtain a signed
acknowledgement for receipt of this
information.

Recommendation 12: Human Resources
should develop a process to ensure
employee personnel files contain all
required information and
aclcnowledgements. For new employees, a
checklist of required items should be used
to ensure all required aclcnowledgments
are made and included in the files.
Reoccurring training, new statutory
requirements and other types of
reoccurring aclwtowledgements should
have some type of procedure implemented
to document the date required and actual
receipt of the item. Wen items are not
timely received, division directors should
be notffied. To ensure compliance with
various required state aclcnowledgments,
human resources staff should periodically
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review the personnel files to ensure that all
r e quir e d informati on i s wp -t o -dat e.

SOAH Management Response: SOAH
agrees with the recommendation and has
completed the implementation of an EEO
training database which provides the human
resources staff with information regarding
the due dates for training. To achieve the
greatest efficiency for the agency, EEO
refresher training is done agency wide
instead of individually. Although staff may
not receive refresher training exactly two
years from their hire dates, the training takes
place every two years toward the end of the
fiscal year.

Although all required acknowledgments are
obtained and filed by human resources staff,
a discrepancy in the proper filing location of
the forms by human resources staff was
discovered and this has been rectified.

Responsible Position: Human Resources Director
Target Completion Date: Completed

Recommendation 13: The Human
Resources Division should take the
necessary steps to implement the
requirements outlined in Section 556.009 of
the Government Code.

SOAH Management Response: SOAH
agrees with the recommendation.

Responsible Position: Human Resources Director
Target Completion Date: Completed

Audit Objective 10: Determine if reports
prepared by the Human Resource Section
are submitted, timely and supported by
appr opr iate do cume nt ati o n.

The staff of the Human Resources
Division prepares and submits the
quarterly FTE Reports to the State

Auditor's Office. Audit testing of the
required reports prepared indicated that the
reports were accurate, submitted timely
and were supported by appropriate
documentation. Other personnel reports
are prepared by or through the Comptroller
of Public Accounts' USPS database that is
updated by Human Resources staff. At
varying due dates throughout the year, the
staff must acknowledge and confirm the
accuracy of the agency information which
has been submitted throughout the year.
Audit testing of the information and
acknowledgements indicated the
information was timely submitted and
accurate.

Recommendations : None.

*'Frr>F******
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Audit Purpose

The intemal audit of the Information
Resources Systems and Controls was
conducted to determine:
. compliance with statutory requirements

for information resources (IR)
management; and

o The adequacy of controls and procedures
for managing information resources.

EXECUTIVE SUMM
Reviews of physical security measures
for information resources shall be
conducted annually by the state agency
head or designated representative(s).
SOAH has not completed this review
other than by this internal audit.
All authorized users (including, but not
limited to, state agency personnel,
temporary employees, and employees of
independent contractors) of the state

agency's information resources, shall
formally acknowledge that they will
comply with the security policies and
procedures of the state agency or they
shall not be granted access to information
resources. Only 15 out of 31 personnel
files tested contained the required
computer security statement. In addition,
the acknowledgement does not state that
the security policies have been reviewed.
SOAH does not have ongoing training
concerning information security
awareness education as required by DIR
rules.
Although SOAH has documentation of a
lease/purchase analysis on computer
purchases, it was completed in 1999 and
has not been updated since that time.
SOAH has implemented adequate
security measures and controls for the
physical security over the agency's
computer systems.

A software inventory is maintained but
does not accurately reflect the inventory
as some purchases are not captured and
procedures are not clearly defined or
documented.

Key Audit Observations

Each state agency shall make a
reasonable effort to ensure that Spanish-
speaking persons of limited English
proficiency can meaningfully access state
agency information online. The SOAH
web site is not accessible by Spanish-
speaking persons of limited English
proficiency.
A review of the state agency's
information security program for
compliance with these Department of
Information Resources (DIR) standards
shall be performed at least annually,
based on business risk management
decisions, by individual's independent of
the information security program and
designated by the state agency head or his
or her designated representative(s).
SOAH has not performed and
documented this review other than by this
internal audit.
A security risk analysis of information
resources shall be performed and
documented. The security risk analysis
shall be updated based on the inherent
risk. SOAH has not completed this risk
analysis.
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The IR Division does not conduct
periodic tests to identifu any unauthorized
software on agency computers. There is
no process or procedure to compare what
is indicated to be the number of
purchased software licenses to the actual
number of software licenses on the
agency computers.
While SOAH does not have written
project management procedures for use in
managing contracts with outside vendors
providing software, it appears adequate
internal controls are in place and have
been used in monitoring the vendor
contract for the development of the Case
Information System (CIS).
SOAH does not have a Computer
Operations Manual that addresses
procedures and functions performed by
staff members that are necessary to
maintain the agency servers, network
software, troubleshoot network problems
and similar tasks that must be performed.
SOAH has not adopted many of the DIR
recommended security policies including
the following: account management,
administrator/special access, change
management, network configuration,
software licensing, virus protection,
intrusion detection, server hardening,
system development and vendor access.
The IR Division staff members are
adequately cross-trained to perform all
essential functions in the absence of the

with primary responsibilities.

The IR Division should revise its
procedures for tracking software licenses
used throughout the agency to include an
adequate and up-to-date tracking system
for ensuring that the agency does not
exceed its authorized limits for any
software licenses.

The IR Division should obtain and use an
automated software monitoring system to
review workstations for unauthorized
software and for violations of software
licensing agreements. Periodic software
audits should be performed and
documented to ensure that the agency is
not exceeding its purchased software
licensing agreements and that all software
in use is properly licensed.
SOAH should develop project and contract
management processes for managing
software development contracts or apply
the Texas Project Delivery Framework
methodology, even if the projects are less

than $1 million.
The IR Division should develop a
Computer Operations Manual that
addresses all procedures required to
maintain the agency servers and manage
system software. The IR Division should
also consider including recommended DIR
security policies in the Computer
Operations Manual.

Management's Response

Management agrees with some of the
conclusions and recommendations in the
report. Where management does not agree,
the reasons are noted in the manasement

to each recommendation.

Signifi cant Recommendations

o Management should complete the actions
necessary to bring SOAH into compliance
with all identified areas of noncompliance.
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AUDIT PURPOSN & SCOPE

The primary pu{poses of the internal audit of
Information Resources Systems and Controls
were to determine if:

o SOAH is in compliance with key
statutory and Department of Information
Resources (DIR) requirements for state
agencies regarding information resources
management; and

o There are adequate controls and effective
operating procedures for managing
automated information re source s.

The scope of the audit included review,
analysis, and limited testing of compliance
with laws and DIR rules regarding
information resources management, physical
security over information resources, software
management, contract management for IR
development projects, computer operating
procedures and cross-training of IR staff.

The scope of audit work did not include
review of access controls, computer
operations, disaster recovery planning, and
meeting IR user needs because these areas
were covered in the audit of Key Automated
Systems performed in FY 2009.

Specific audit objectives were developed and
coordinated with SOAH management. These
audit objectives and the results of our audit
work are presented in the next section, "Audit
Results and Recommendations. "

AUDIT R&SULTS ANN
RECOMMENNATIONS

The results and recommendations of the
internal audit are presented in this section
for each of the six audit objectives that were
established and coordinated with SOAH
management.

There are two primary sources of
requirements regarding information
resources management, the Information
Resources Management Act (Government
Code Chapter 2054. Information Resources)
and Department of Information Resources
(DIR) administrative rules (Title I, Part 10,

Chapter 202, Subchapter B). Other legal
requirements are found in the General
Appropriations Act. Audit review of key
compliance requirements in these laws and
administrative rules indicates that there are
some areas where SOAH is not compliant or
not fully compliant with the law or DIR
administrative rules as indicated in the
recommendation below:

Recommendation 1: Management should
complete the actions necessary to bring
SOAH into compliance with the following
identified areas of noncompliance:

q. Each state agency shall make a
reasonable effort to ensure that Spanish-
speaking persons of limited English
proficiency can meaninffilly access
state agency information online
(Government Code Chapter 2054.
Information Resources $ 205 4. I I 6).

Audit Objective 1: Determine
Information Resources Division
compliance with statutory requirements for
state agencies regarding information
resources management.

if the
ls in
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SOAH Management Response: A
statement will be placed on SOAH's public
website regarding assistance for Spanish-
speaking persons with limited English
proficiency.

b. Each state agency shall prominently post
a link to the DIR policy statement on
generally accessible Internet site
maintained by or "fo, a state agency
(Government Code Chapter 2054.
Information Resources $ 205 4. I 2 6). This
appears to have been overlooked in the
new web site design as it was reported to
have been in the old web site.

SOAH Management Response: A link
to the DIR policy statement on general
accessibility will be posted on SOAH's
public website.

c. A review of the state agency's
information security program .for
compliance with these standards will be
performed at least annually, based on
business risk management decisions, by
individual's independent of the
information security program and
designated by the state agency head or
his or her designated representative(s)

[rAC Rule $202.21(e)J.

SOAH Management Response: SOAH's
management will research options to reach
compliance with 1 TAC $202.21(e).

d. A security risk analysis of information
resources shqll be performed and
documented. The security risk analysis
shall be updated based on the inherent
risk. The inherent risk and frequency of
the security risk analysis will be ranked,
at o minimum, as either "High,"
"Medium," or "Low" [fAC Rule
$202.22(a)J.

SOAH Management Response: The IR
Department will use the templates provided
by DIR to perform security risk analysis.

e. Reviews of physical security measures

fo, information resources shall be

conducted annually by the state agency
head or designated representative(s)
(fAC Rule $202.23).

SOAH Management Response: The Chief
Judge will designate the IR Manager to
conduct an annual review of physical
security measures for the IR Department.

f The Business Continuity Plan shall be

approved by the agency head or his or
her designated representative QAC Rule

5202.24). The Plan has not been

approved by the curuent Chief
Administrative Law Judge (AIJ)

SOAH Management Response: The Chief
Judge will approve the Business Continuity
Plan.

g. All authorized users (including, but
not limited to, state agency personnel,
temporary employees, and employees of
independent contractors) of the state
agency's information resources, shall
formally aclcnowledge that they will comply
with the security policies and procedures of
the state agency or they shall not be granted
qccess to information resources [TAC Rule

$202.27(a)J. The computer security
statement signed does not require
aclwtowledgment that the information
security manual has been read or reviewed.
Only 15 out of 3l personnel files tested
contained the required computer security
statement. In addition, the aclcnowledgement
does not state that the security policies have
been reviewed.

-5-



SOAH Internal Audit of Information Resources Systems and Controls
Revised Final Report - January llr20ll

SOAH Management Response: SOAH
will align its security policy with 1 TAC
5202.27 (a). SOAH employees' (permanent
or temporary) signed forms will be kept with
personnel files maintained in the HR
Department. Signed forms of independent
contractors' employees will be maintained
by the IR Manager.

h. State agencies shall provide an ongoing
information security awareness
education program for all users [TAC
Rule $202.27(d)1. SOAH does not have
ongoing tr aining concerning information
s e curity aw ar ene s s educ ation.

SOAH Management Response: As threats
are detected, the IR Department immediately
sends out security alerts to users via email.
However, the IR Department will send out
an awareness email to the users annually.

i. Effective September I, 2006, unless an
exception is approved by the executive
director of the state agency or an
exemption has been made for specific
technologies pursuant to $21j.I7 of this
title, all new or changed Web pages and
Web content shall comply with the
standards described in this subchapter.
Each state agency shall include in its
accessibility policy the standards/
specifications in this subchapter ITAC
Rute $206.50(a)1.

SOAH Management Response: SOAH is
in compliance with this rule because no
SOAH user can make changes to SOAH's
website. Website changes are made and
executed only by the Network Administrator
upon approval from the ChiefJudge.

j Effective September I, 2006, unless an
exception is approved by the executive
director of the state agency or an
exemption has been made for specific

technologies pursuant to $213.17 of this
title, all new or changed Web page/site
designs shall be tested by the state
agency using one or more $508
compliance tools in conjunction with
manual procedures to validate
compliance with this chapter. State
agencies shall establish policies to
monitor their Web site for compliance
with this chapter ITAC Rule

s206.s0(b)1.

SOAH Management Response: The IR
Manager will review current methods for
monitoring our website and include this in
our policy.

k. It is the intent of the Legislature that
agencies qnd institutions of higher
education receiving appropriated funds
for the acquisition of information
technology, including seat management,
perform a cost-benefit analysis of
leasing versus purchasing information
technology and develop a personal
computer replacement schedule.
Agencies and institutions of higher
education should use the Department of
Information Resources' (DIR)
Guidelines for Lease versus Purchase of
Information Technologies to evaluate
costs and DIR's Life Cycles: Guidelines

for Establishing Life Cycles for Personal
Computers to prepare a replacement
schedule. The use of the State Data
Center for seat management should also
be evaluated (General Approprtations
Act, Article IX, Section 9.04). (Note:
Although SOAH has documentation of a
lease/ purchase analysis on computer
purchases, it was completed in 1999 and
has not been updated since that time.)

SOAH Management Response: The IR
Manager will provide an updated cost-
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benefit analysis of leasing vs. purchasing
PCs on a biennial basis.

Audit Objective 2: Determine if the IR
Division has implemented adequate physical
security over automated information
resources.

SOAH has implemented adequate security
measures and controls for the physical
security over the agency's computer
systems. All computers are identified with
an inventory tag and inventories are
conducted annually to ensure all computer
equipment can be located. Physical security
controls include limited access entry to the
servers which are located in a monitored and
isolated area maintained by the IR Division
in an environmentally protected and access
controlled room. Access to the server room
is by key access for a limited number of
people. The systems are protected with
surge protectors and unintemtptible power
systems (UPS). The room itself has
adequate fire protection and the ambient air
is appropriate for the multi-server area and
includes an unintemrptible power supply
system. Switches are maintained in a
controlled area with a fire suppression
system and a UPS system, although the area
lacks emergency lighting.

Recommendotions: None.

Audit Objective 3: Determine if the IR
Division has implemented adequate internal
controls and ffictive procedures "fo,
managing sofh,vare licenses and .fo,
ensuring that all software ls used in
accordance with the software license
agreements.

The IR Division has implemented some
internal controls and procedures to maintain
the agency's software licenses and purchase

orders for computer software. A software
inventory is maintained but does not
accurately reflect the inventory as some
purchases are not captured and procedures
are not clearly defined or documented. The
inventory identifies the software title and
version and the number of licenses held and
the number in use. However, the inventory
may include software that is no longer used
by the agency or has expired. A new
software listing was prepared during the
audit that included the information noted
above, the purchase order number and the
expiration date if applicable. The listing
does not indicate specific locations or
employees to whom the software is
assigned. The IR Division does not conduct
periodic tests to identiff any unauthoized
software on agency computers. There is no
process or procedure to compare what is
indicated to be the number of purchased
software licenses to the actual number of
software licenses on the agency computers.

The SOAH Information Security Manual
contains a specific Software Licensing
Policy. The policy clearly indicates that
only software that is provided or approved
by SOAH is authorized for installation or
use on SOAH computers. Further it states

that no software application may be down-
loaded from the internet to a SOAH
computer. The computer security agreement
signed by all employees indicates "I will not
make, acquire or use unauthorized copies of
computer software." It further indicates that
the employee will not install or run
unauthorized computer software on SOAH
equipment. SOAH operations will not allow
an employee to install software without the
appropriate administrator rights, which are
reserved for IR staff.

Recommendation 2: The IR Division should
revise its procedures for tracking software
licenses used throughout the agency to
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include an adequate and uplo-date tracking
system for ensuring that the agency does not
exceed its authorized limits for any sofhuare
licenses. The tracking system should have
the ability to trace all software in use back
to the licensing agreement that has been
purchased.

SOAH Management Response: The IR
Manager currently has three tracking
methods for maintaining software licenses:
(1) Database System; (2) Damien Ware
reporting tool that reports all software
running on each user's PC; and (3) a
Procurement Report tracking purchases of
every softwarelhardware item, detailing
what has been purchased and the quantities.
These purchase orders can be traced to any
license agreement issued. The software
database shows how many licenses are
available and whether or not they are in use.
We do not discard the software just because
it is not in use. We still own the license, and
old versions that have been updated still
show that SOAH originally purchased a
license via the purchase order, the
confirmation, and the invoice. Moreover,
upgrades, which we can purchase at a lower
price, could not be purchased without
having the original version on our computers
or network. We maintain the same
documents for upgrades, i.e., purchase
orders, confirmation numbers, and invoices.
No hard-copy purchase agreements come
with computer purchases. The purchase
order and invoice serve as proofofpurchase.
In the event we were audited by Microsoft,
we could easily and immediately provide
proof of purchase for hardware, software
and licenses based on our current tracking
methods. We agree that the report should be
updated more frequently but the process we
have works for us and reflects that we are in
compliance with any and all requirements.

Recommendation 3: The IR Division should
obtain and use an automated sofh,uare

monitoring system to review worl<stations

for unauthorized sofh,vare and for violations
of software licensing agreements. Periodic
software audits should be performed and
documented to ensure that the agency is not
exceeding its purchased sofnuare licensing
agreements and that all sofnvare in use is
properly licensed.

SOAH Management Response: SOAH
users do not have administrative rights to
download or install software of any nature at
or on their workstations. Software
downloads and installations are performed
solely and strictly by the IR Department, as

no administrative rights are granted to
SOAH users. We believe this method is far
more superior to any software monitoring
tool.

While SOAH does not have written project
management procedures for use in managing
contracts with outside vendors providing
software, it appears adequate internal
controls are in place and have been used in
monitoring the vendor contract for the
development of the Case Information
System (CIS). In the development of CIS,
the Information Resources Manager andlor
IR staff participated in the approval of the
system requirements and they attend
vendor/user meetings. Payment of invoices
requires approval of the Information
Resources Manager. Division and user
testing and approval were required during
segments of the project. Documentation

Audit Objective 4: Determine if the IR
Division has implemented adequate internal
controls and ffictive procedures .fo,
managing soffi,vare development projects
and contracts with outside vendors

implementation.
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was maintained throughout the project on
deliverables, testing and user issues to
indicate appropriate accomplishments.
Changes to the original design also required
multiple levels of approval. The project was
still on-going at the completion of the audit
fieldwork, but it is being effectively
managed.

The Department of Information Resources
provides a tool for state agencies use in
developing automated systems called the
Texas Project Delivery Framework;
however, the use of the product is not
required for projects under $1 million. For
future software development projects,
SOAH needs to adopt or use documented
project and contract management processes
for managing software development projects
and contracts with outside vendors
providing software implementation.

Recommendation 4: SOAH should develop
project and contract management processes

for managing software development
contracts or apply the Texas Project
Delivery Framework methodology, even if
the projects qre less than $l million.

SOAH Management Response: SOAH's
IR Department currently utilizes a software
tool called Microsoft Project to manage
software developments, which is a standard
throughout the development industry.
SOAH is not required to follow the DIR
Framework, as it is far more expansive and
involved than our agency needs, and our
budgets are far below the $t million
requirement.

Audit Objective 5.' Determine tf the
information resources operating procedures
of the IR Division are documented and up-
to-date.

SOAH does not have a Computer
Operations Manual that addresses
procedures and functions performed by staff
members that are necessary to maintain the
agency servers, network software,
troubleshoot network problems and similar
tasks that must be performed. Information
on some of these operational activities is
retained in on a ishared drive, but there is no
procedures manual with information needed
to operate hardware and software and deal
with critical computer operations. A
Computer Operations Manual would be a
valuable document in the event of
unexpected staff turnover or absence of key
staff members.

TAC 202.25 (7) states that each state agency
head or his/her designated representative
and information security officer shall create,
distribute, and implement information
security policies. While the agency has

adopted security policies in the Information
Security Manual, the agency has not adopted
many of the DIR recommended security
policies including the following: account
management, administrator/special access,

change management, network configuration,
software licensing, virus protection,
intrusion detection, seryer hardening, system
development and vendor access. The IR
Division should consider adopting each of
these recommended information security
policies.

Recommendation 5: The IR Division should
develop a Computer Operations Manual
that addresses all procedures required to
maintain the agency servers and manage
system softuvare and the network such as:
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(a) hardware and software problems and
resolution, (b) scheduling, (c) maintenance,
(d) powering up and shutting down systems,
and (e) back-up and recovery procedures.
The IR Division should also consider
including the recommended DIR security
policies noted above in the Computer
Operations ManuaL The template forms for
these policies as developed by DIR should
be tailored to fit the needs of the agency
with adoption dates, revision dates and
information clearly indicating that they are
the policies/procedures of SOAH.

SOAH Management Response: The IR
Manager will develop a manual to address
this recommendation.

Audit Objective 6: Determine if the IR
Division staff is adequately cross-trained to
perform all essential functions in the
absence of the persons with primary
responsibilities for all significant areas
within the division.

The IR Division staff members are
adequately cross-trained to perform all
essential functions in the absence of the
persons with primary responsibilities. Key
or critical functions of the division and
employees responsible for the duties have
been identified as well as staff members
who are assigned to perform key functions
in the absence of the primary staff member.
Staff interviews indicated that all major
applications were sufficiently known by
multiple staff to ensure they would remain
operational if the primary responsible staff
member was absent.

Recommendations : None.

*** * ****rl.,l.
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Executive Summary

Two internal audits were completed during FY 2009. Both audits contained
recommendations for corrective actions or improvements to agency operations. The purpose of
this report is to indicate the status of implementation of recommendations made in these internal
audit reports. Implementation status categories are those developed by the State Auditor's Office
and include the following:

o Fully Implemented (F): Successful development and use of a process, system, or policy
to implement a prior recommendation.

o Substantially Implemented (S): Successful development but inconsistent use of a
process, system, or policy to implement a prior recommendation.

o Incomplete/Ongoing (O): Ongoing development of a process, system, or policy to
address a prior recommendation.

o Not Implemented (N): Lack of a formal process, system, or policy to address a

recommendation.

SOAH management has done a good job of implementing internal audit
recommendations. Of the 13 recommendations in the audit of Accounting Systems and
Accounting Intemal Controls, ten have been fully implemented, one is incomplete/ongoing and
two have not been implemented. Of the 11 recommendations in the audit of Key Automated
Business Systems, seven have been fully implemented two are incomplete/ongoing and two have
not been implemented.

prror
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Follow-up Review of
Accounting Systems and Accounting Internal Controls Audit

Final Report Issued March 2612009

Recommendation 7: Reconciliations should be completed on a timely basis, i.e., within j0 days
of the prior month's activity.

SOAH Management Response: SOAH agrees with the recommendation.

Status: Fully Implemented.

Recommendation 2: Invoices should be entered into the purchase voucher log on the date
received to ensure that they are not lost or misplaced. Purchase vouchers should be entered into
USAS with a scheduled payment date when they are approved for payment rather than being
held until near the payment due date.

SOAH Management Response: SOAH agrees with the recommendation.

Status: Fully Implemented.

Recommendstion 3: The Chief Operating Officer should investigate the feasibility of
implementing an electronic interface between the MIP and USAS accounting systems.

SOAH Management Response: SOAH agrees with the recommendation.

Status: Fully Implemented.

Recommendation 4: A dollar threshold should be establishedfor approval of purchase requests
by the Chief Administrative Law Judge. Most agencies use a threshold of 55,000 to minimize
the needfor the executive head to approve routine agency purchases.

SOAH Management Response: SOAH agrees with the recommendation. The Chief ALJ and
Chief Operating Offrcer had initiated discussions on this subject in 2008, and they will establish
an actual threshold and guidelines in the near future.

Status: Fully Implemented.
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Recommendation 5: The original copy of paid travel vouchers with approval signatures and
payment information should be retained by the Travel Coordinator.

SOAH Management Response: SOAH agrees with the recommendation.

Status: Fully Implemented.

Recommendation 6: A monthly report should be generated from the cash receipts database and
reconciled to monthly USAS deposits by someone independent of the deposit preparation
process.

SOAH Management Response: SOAH agrees with the recommendation.

Status: Fully Implemented.

Recommendation 7: Field ffices and Docketing should restrictively endorse all checks when
received and the field ffices and Docketing should be instructed to send cash and checlcs to
Operations when received. Operations should date stamp all cash and check receipt forms when
received.

SOAH Management Response: SOAH agrees with the recommendation. SOAH would like to
note that generally the individual dollar amounts currently received at the Field Offices are not
material; however, SOAH agrees that the timely submission for deposit is critical. This will be
monitored as a part of the monthly reconciliation process.

Status: Fully Implemented.

Recommendation 8: The Deposits Entry into USAS procedure should be updated to include
steps involved prior to and after the actual entry into USAS such as endorsing checlcs, date
stamping forms and filing requirements.

SOAH Management Response: SOAH agrees with the recommendation.

Status: Not Implemented. The procedure has not been updated to include specific processing
steps.

Recommendation 9: The cost of small dollar items charged to the public should be reviewed to
consider whether the current fee covers the cost of processing cash and checks by both
Docketing and in Fiscal.
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SOAH Management Response: SOAH agrees with the recommendation.

Status: Not Implemented.

Recommendation 10: All journal vouchers that involve corrections of prior transactions should
be reviewed and approved by the Chief Operating Officer, and all journal vouchers should
contain an adequate explanation of the reasonfor the journal voucher, with adequate supporting
documentation attached to the journal voucher.

SOAH Management Response: SOAH agrees with the recommendation.

Status: Fully Implemented.

Recommendation 11: A procedure for preparing and processing journal vouchers in USAS and
MIP should be developed. The procedure should include the information noted in
Recommendation 10.

SOAH Management Response: SOAH agrees with the recommendation. SOAH notes that
procedures are already in place for the routine journal vouchers (i.e., salary allocation,
reimbursement of fringe to general revenue).

Status: Fully Implemented.

Recommendation 12: The Chief Operating Officer should provide the monthly budget status
report and the monthly memorandum regarding time and contract tracking to the Chief
Administrative Lmu Judge timely throughout the fiscal year in order to adequately monitor the
agency's financial position.

SOAH Management Response: SOAH agrees with the recorlmendation. SOAH notes that the
Chief Operating Officer and Chief Administrative Law Judge regularly and routinely
communicate regarding the agency's financial position even though it is not formally
documented in a monthly budget status report, and especially during preparation of the agency's
Legislative Appropriation Request or fiscal year budget.

Status: Fully Implemented.

Recommendation 13: The Chief Operating Officer or her designee should index all existing
procedures and identifu any gaps in existing procedures. Once this task is complete, the Chief
Operating Officer should review all procedures to ensure that they are assigned to the conect
employee whose iob title and job responsibilities include those taslcs. An electronic filing system
should be developed to record procedures in some logical order, perhops with a numbering
system, to identify the name of each procedure, the date it was adopted, and date it was

-5-



SOAH Internal Audit Follow-up Review of FY 2009Internal Audit Recommendations
Final Report - October 29,2010

reviewed and/or revised. The procedure index should be updated annually to correspond to the
titles and review dates for each procedure.

SOAH Management Response: SOAH agrees with the recommendation. Staff began reviewing
and, where necessary, revising procedures in September 2008. SOAH will develop a numbering
system and electronic filing system as a part of this process.

Status: Incomplete/Ongoing. A spreadsheet was developed by the CFO indexing all procedures
and identif ing any gaps. Various staff members have been identified and assigned to
update/create specific procedures. Final completion and adoption of all procedures was delayed
by the need to extensively revise many of the procedures when an automated interface between
the internal accounting system and USAS was implemented.

,rr&***:1.:*****
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Follow-up Review of Key Automated Business Systems Audit
Final Report Issued August 1,2009

Recommendation 1: The Information Security Manual should align responsibilities for granting
authorization rights to gain occess to agency's key automated business applications with actual
practices and management's intentions. The Manual currently specifies the Director of ALR
Program as being responsible for granting authorizations to the ALR Lotus Notes system and the
Chief Administrative Law Judge being responsible for granting authorizations to the MIP
system; however, in actual practice, the Docketing Manager and Chief Operating Officer are
granting authorizations to the ALR system and the COO is granting authorizations to the MIP
system.

SOAH Management Response: The Information Security Manual will be aligned with current
practices. The Chief ALJ will assign designees to grant authorization to the various key
applications and systems.

Status: Fully Implemented.

Recommendation 2: The Information Security Manual should be updated to require written
processes, procedures and documentation standards for creating, changing and revoking ID's
and passwords to the agency's computer systems and applications. The procedures should apply
to existing employees and changes in their access rights, new hires, separations, temporaries
and contractors.

A form should be developed and implemented for authorizing employees' access rights. The form
should include consideration of changes in access rights of existing employees, separations,
temporaries and contractors, as well as new hires. The form should specify the types of rights
being granted, such as read, write, edit, delete, etc. for each business application and be at a
sfficiently granular level to restrict access rights, as appropriate, to the necessary application
modules, tables, transactions, and data fields an employee needs to perform their job duties.

The documentation authorizing access rights should provide for the approval by the designated
business owner or mdnager of the key automated business application that is primarily
responsible for the application and the data it processes. The Information Resources
Department staff should not process access rights until the access rights are clearly defined and
authorization is properly documented as prescribed.

SOAH Management Response: The Information Security Manual will include processing
procedures and documentation for creating, changing and revoking ID's and passwords for
SOAH applications and systems.
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SOAH IR Department will develop and implement a granting of rights tracking database system.
This system will provide us with a more constructive method for tracking assignments and
changing of user rights to SOAH applications and systems.

Status: Fully Implemented.

Recommendation 3: The Information Resources Department should prepare detailed listings for
each of the key automated business applications specifying the individuals that have been
granted access and their qccess rights. The IR Department should work with appropriate
business owners of the key automated business applications explaining, where necessary, who
has been granted what rights to their applications. Once the business owners are satisfied with
the access rights that have been granted to the business applications, the business owners
should document their approval of the access rights, which should be retained by the IR
Department as baseline documentation of the business owners'authorizations of access rights
that hqve been granted to the key automated business applications.

SOAH Management Response: The granting of rights tracking database system described in
SOAH's management response to recommendation #2will cover this recommendation.

Status: Fully Implemented.

Recommendotion 4: The IR Department should develop and implement written policies and
procedures regarding the development and maintenance of software documentation. The
policies should identify employee positions responsible for developing and maintaining the
documentation. The procedures should include the types and content of required documentation
and the circumstances worranting the updating of the documentation. Required documentation
should include the software requirements, design specffications, technical documentation
including source code and required text to describe the intended operations, and user
documentation as discussed further at Audit Objective 6. The policies should also require
software documentation to be a contract deliverable of sofnuare to be developed for the agency
by thir d-party s oftw ar e dev eloper s.

SOAH Management Response: The IR Manager will develop and implement policy and
procedures for a newly developed system to include software documentation and will identifr the
employee position responsible for maintaining the documentation. The procedures will include
attributes recommended in this section by the auditors.

Status: Incomplete/Ongoing. A draft policy on System Development and Maintenance of
Software is under development by the IR Manager. Completion and adoption of the policy will
result in implementation of the recommendation.
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Recommendation 5: Written policies and procedures should be developed for the testing of
software enhancements, bug fixes or other changes to the agency's sofh,vare to ensure soffinare
failures are detected and corrected in a timely manner. The goal of the tests should be detect
and correct defects in softuvare by contrasting a computer program's expected results with its
actual results for a given set of inputs. The procedures should incorporate the responsibilities
and expectations of both IR staff and users of the sofh,uare.

SOAH Management Response: The IR Manager will develop and implement policy and
procedures for a newly developed system to include software documentation and will identiff the
employee position responsible for maintaining the documentation. The procedures will include
attributes recommended in this section by the auditors.

Status: Incomplete/Ongoing. A draft policy on System Development and Maintenance of
Software is under development by the IR Manager. Completion and adoption of the policy will
result in implementation of the recommendation.

Recommendation 6: SOAH managers should periodically educate/inform employees regarding
information the agency considers to be confidential and employee responsibilities for non-
disclosure of confidential information that they process in connection with their job duties.

SOAH Management Response:
o CMS (Case Management System)
Cases in CMS are flagged to designate that a case file is considered confidential. The
information that is entered in CMS contains only initials or a number as a style identifier and
does not contain any information that cannot be provided to the public. The purpose for flagging
a case in CMS as confidential is to readily identify that the entire case itself is confidential. Any
information that might be requested from the case file is handled through SOAH's General
Counsel, as appropriate and in conformance with the applicable law and SOAH's policies and
procedures.

o Lotus Notes (ALR)
This database contains the driver's license number and is considered confidential information.

SOAH agrees with the recommendation that all home office and field office personnel processing
or handling ALR cases should follow SOAH's policies and procedures regarding any distribution
of information. Additionally, SOAH's current Docketing employees will be reminded what is
confidential and given a copy of Chapter V, page 14 of SOAH's Policies and Procedures
regarding confidentiality. Any new Docketing employees will receive training on what
information is confidential to ensure that they are aware of SOAH's policy and procedure on the
matter.

Status: Fully Implemented.
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Recommendation 7: SOAH should establish a policy requiring the ALJs to use the initials of
respondents on the time records submitted to Financial Services for posting to the applicable
information systems to help ensure the confidentiality of respondents in conJidential cases.

SOAH Management Response: SOAH agrees with this recommendation. SOAH notes that its
longstanding practice is to use a party's initials or other identifuing mechanism in confidential
cases, including on the timesheets. It is the rare exception that the practice is not
observed. Nevertheless, SOAH will develop a policy implementing its longstanding practice.

Status: Fullylmplemented.

Recommendation 8: The HARP user procedures should be complemented with a written
process to document and support changes made to a HARP report after the Fiscal Services
Division releases the report to the qgency for distribution. The procedures should include
quality control processes to provide reasonable ossurance ofthe appropriateness ofthe changes
and that the changes result in o complete and accurate HARP report. The procedures should
also provide a mechanism to inform the Fiscal Services Division of any changes to the HARP
report so they may take corrective actions regarding the HARP report format, content and data,
as needed.

SOAH
(Fiscal)
reports.

Status:

Management Response: SOAH agrees with this recommendation. SOAH's Operations
will develop a report to reflect all changes made to the HARP report and maintain the

Fully Implemented.

Recommendation 9: Written procedures should be developed and implemented requiring an
employee other than the preparer of the HARP report to review and approve completed HARP
reports and the supporting documentation qccumulated by the preparer of the report. The
review and approval should focus on the reconciliation of data from the source information
systems with the HARP reported data to provide reasonable assurance the HARP report is
prepared, and the controls designed by management to ensure the accuracy of the report are
being applied, as intended by management.

SOAH Management Response: SOAH agrees with this recommendation. SOAH notes that our
current practice is for senior management to perform the final review of HARP; however, this is
not formally documented. Procedures will be written for the review process.

Status: Fully Implemented.

Recommendation 10: SOAH should conduct periodic table top tests of the agency's Business
Continuity and Disaster Recovery Plan, including the information resources component, in
accordance with the requirements specified in the plans. Lessons learned from the tests,
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including the identification of business continuity qnd disaster recovery plans that are overly
broad, should be used as a basis for improving the plans.

SOAH Management Response:
Information Resources Response - The basis of the entire Information Resources Business
Continuity Plan (IR BCP) is restoring files from backup tapes onto hardware to be provided by
our purchasing team, in space provided by our facilities management team. The IR department
restores files, sometimes entire volumes, in the routine course of our business, or upon server
hardware replacement. Although not documented as a test of the IR BCP, these file, volume, or
server "restorations" validate the whole process, and thereby the core of the IR BCP.

In the future, the IR Department will document these routine restorations and conduct formal
annual tabletop tests of the IR BCP.

Human Resources Response - The Disaster Recovery Management Team will conduct a
tabletop test of the Agency BCP on a schedule to coincide with the annual IR BCP test.
Revisions will be made to the Agency and IR BCPs as necessary, based on the results of these
tests.

Status: Not Implemented. The HR Director reported SOAH focuses attention to fire safety and
other risk management issues during OctoberA{ovember of each year and the table top test will
be considered for those months.

Recommendation 11: SOAH should implement a business continuity and disaster recovery plan
awareness campaign that periodically (at least annually) reminds the agency's employees of the
possibility of natural or manmade disasters, the agency's plans to recover in the event of a
disaster, and employees'responsibilities associated with the agency's plans and recovery
operations.

SOAH Management Response: The Risk Manager will conduct an online BCP/Disaster
Recovery Plan awareness campaign annually which will remind the agency's employees of the
possibility of disasters which could affect the agency's ability to conduct business. The campaign
will consist of emails and dedicated space on the agency's intranet site.

Status: Not Implemented.

,l.rrrrtr*rk*{<{.{<
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I. Internal Audit Plan for Fiscal Year 2010

Only one of the two audits in the audit plan was completed as scheduled due to budgetary cuts
necessary in the internal audit function. The audit of the Billings Process will be carried over to the
FY 2011 Internal Audit Plan.

STATE OFFICE OF ADMINISTRATIVE HEARINGS
FY 2O1O INTERNAL AUDIT PLAN

The Texas Intemal Auditing Act requires certain audits to be performed on a periodic basis.
Required audits include audits of the department's accounting systems and controls, administrative
systems and controls, information resources systems and controls, and other major systems and
controls. In addition, five general types of audits are required by the Standards for the Professionul
Practice of InternalAuditing as follows:

Reliability and Inteqritv of l%formation - Internal Auditors should review the reliability and integrity of
financial and operating information and the means used to identiS, measure, classifu, and report such
information.

Compliance with Policies, Plans, Procedures, Laws, and Regulations - Internal auditors should review
the systems established to ensure compliance with those policies, plans, procedures, laws, and
regulations which could have a significant impact on operations and reports, and should determine
whether the organization is in compliance with them.

Safeguarding o-f Assets - Internal auditors should review the means of safeguarding assets and, as
appropriate veriff the existence ofsuch assets.

Economical and Efficient Use of Resources - Intemal auditors should appraise the economy and
efficiency with which assets are employed.

Accomplishment of Established Objectives and Goals for Operations and Programs - Internal auditors
should review operations or programs to ascertain whether results are consistent with established
objectives/goals, and whether the operations or programs are being carried out as planned.

The FY 2010 Internal Audit Plan for the State Office of Administrative Hearings is based on
the Risk Assessment presented in the previous section. For FY 2010, two topics categoized as high
risk as determined by the risk assessment (Exhibit s) are included in the audit plan.

These two audits that will be conducted in FY 2010 are:

. Billings Process

. Information Resources- Operations and Security

-1-
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The audit of the Billing Process will focus on the adequacy of internal controls and the
effectiveness and effrciency of procedures for billing entities for which SOAH conducts hearings. The
audit will evaluate whether there are effective processes in place for the timely and accurate billing of
all entities where SOAH conducts administrative hearings for the entities.

The audit of the Information Resources Operations and Security will focus on
compliance with all statutory requirements for information resources management; the adequacy of
security and controls over computer operations, access to automated resources, and physical security
over automated resources; the effectiveness of computer operations and meeting the needs of
information resources systems users. This is a required periodic audit that has not been performed
since FY 2005 (see Exhibit 4).

Specific audit objectives will be developed and coordinated with management to define the
scope of audit work to be performed before fieldwork on any of these audits begins.

In addition to these proposed audits and audit work, follow-up reviews and reports will be
issued on audit recommendations made in prior years and a risk assessment will be performed and an
audit plan developed for FY 2011.

The following estimated time and timeframes for performing internal audit work during the
project are as follows:

Complete the FY 2010 Risk Assessment and Audit Plan - 4 hours (September 2009)
Complete the Quality Assurance Review - ($2,000 Professional Fee) (October 2009)
Complete the FY 2009 Internal Audit Annual Report - 8 hours (October 2009)
Audit of Billings Process - 140 hours (November to December 2009)
Audit of Information Resources Operations and Security - 140 hours (January to
February 2010)

Prior Years' Audit Follow-up Reviews - 12 hours (March 2010)
Update Risk Assessment and Prepare FY 201 1 Audit Plan - 8 hours (July 2010)

a

a

a

a

a

a
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IL External Quality Assurance Review

In FY 2009, the State Office of Administrative Hearings (SOAH) initially contracted with the
firm Jansen and Gregorczykto perform internal audit services for the SOAH. A quality review of the
SOAH internal audit program was completed in October 2009. The Executive Summary of the quality
review is shown below.

State Office of Administrative Hearings
Quality Assurance Review

October 2009

OPINION

Based on the work outlined below, it is the opinion of the reviewer that the internal audit activity at
the State Office of Administrative Hearings is in accordance with the Texas Internal Auditing Act
and the audit work being performed by Jansen & Gregorczyk, Certified Public Accountants (the
Contractor) fully complies with all applicable professional auditing standards.

This opinion, representing the best possible evaluation, means that the State Office of
Administrative Hearings, and the Contractor, have in place all of the relevant structures and
policies that are required as well as the processes necessary to insure they are effectively
applied.

Richard H. Tarr. CISA. CIA
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ilI. KeyAuditFindings/Recommendations

Rpt. No.
Name/I)ate

High Level
Audit

Obiectives

Findings/
Reeommendations Status Impact

Report No. 1:
Audit of
Information
Resources
Systems and
Controls

Date Issued:
October 22,
2010

To determine
the
Information
Resources
Division is in
compliance
with statutory
requirements

for state
agencies
regarding
information
resources
management.

tf Audit review of key
compliance requirements in
information resources laws
and administrative rules
indicates that there are some
areas where SOAH is not
compliant or not fully
compliant with the law or
DIR administrative rules.

Recommendation I:
Management should
complete the actions
necessary to bring SOAH
into compliance with the

following identified areas of
noncompliance:
a. Each stqte agency shall

make a reasonable effirt
to ensure that Spanish-
speaking persons of
limited English
proficiency can
meaningfully access state
agency information
online (Government
Code Chapter 2054.
Information Resources

s2054. r r 6).

b. Each state agency shall
prominently post a link
to the DIR policy
statement on generally
acces sible Internet site
maintained by orfor a
state agency
(Government Code
Chapter 2054.
Information Resources
$ 205 4. I 2 O. (Continues)

No action has

been taken
since the report
was just
frnalized.

Ensure compliance
with statutory
requirements for
state agencies
regarding
information
resources
management.
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Rpt. No.
Name/Date

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. L:
Audit of
Information
Resources
Systems and
Controls

Date Issued:
October 22,
20r0

To determine if
the
Information
Resources
Division is in
compliance
with statutory
requirements

for state
agencies
regarding
information
resources
management.

c. A review of the stqte
agency's information
security program .fo,
compliance with these

.standards will be

performed at least
annually, based on
business risk
management decisions,
by individual's
independent of the
information security
program and designated
by the state agency head
or his or her designated
representative(s) [fAC
Rule $202.21(e)J.

d. A security risk analysis
of informati on r e s our c e s
shall be performed and
documented. The

security risk analysis
shall be updated based
on the inherent risk. The

inherent risk and

frequency of the security
risk analysis will be
ranked, at a minimum,
as either "High,"
"Medium," or "Low"
[rAC Rule $202.22(a)].

e. Reviews of physical
security meesures for
information resources
shall be conducted
annually by the state
agency head or
designated
representative(s) (fAC
Rule $202.23).

(Continues)

No action has

been taken
since the report
was just
finaIized.

Ensure compliance
with statutory
requirements for
state agencies
regarding
information
resources
management.
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Rpt. No.
Name/I)ate

Iligh Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. L:
Audit of
Information
Resources
Systems and
Controls

Date Issued:
October 22,
2010

To determine if
the
Information
Resources
Division is in
compliance
with statutory
requirements

for state
agencies
regarding
information
resources
management.

f The Business Continuity
Plan shall be approved
by the agency head or
his or her designated
representative (IAC
Rule $202.24).

g. Each state agency head
or his/her designated
representative and
information security

fficer shall create,
distribute, and
implement information
security policies QAC
Rule $202.25). The

agency has not adopted
the required security
policies: account
management,
admini s tr at or/ sp e c i al
access, change
management, network
c onfi gur ati on, s oftw ar e

licensing, and virus
protection. In addition,
the following
recommended security
policies have not been

adopted: intrusion
detection, server
hardening, system
development and vendor
access. The templates

for these security polices
developed by the DIR
need to be tailored to
SOAH andformally
adopted as SOAH
policies and procedure s.

(Continues)

No action has

been taken
since the report
was just
ftnalized.

Ensure compliance
with statutory
requirements for
state agencies
regarding
information
resources
management.
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Rpt. No.
Name/Date

High Level
Aadit

Obiectives

Findings/
Recommendations Status Impact

Report No. 1:
Audit of
Information
Resources
Systems and
Controls

Date Issued:
October 22,
20t0

To determine
the
Information
Resources
Division is in
compliance
with statutory
requirements

for state
agencies
regarding
information
resources
management.

if h. All authorized users of
the state agency's
informati on r e s our c e s,

shall formally
aclcnowledge that they
will comply with the
security policies and
procedures of the state
agency or they shall not
be granted access to
information resources

[rAC Rule 5202.27(a)J.
i. State agencies shall

provide an ongoing
information security
awareness education
programfor all users

ITAC Rute $202.27(d)J.
j. Effective September I,

2006, unless an
exception is approved by
the executive director of
the state agency or an
exemption has been

made for specific
technologies pursuant to

5213.17 of this title, all
new or changed Web

pqges and Web content
shall comply with the
standards described in
this subchapter. Each
state agency shall
include in its
accessibility policy the
stqndards/ spe cifi cations
in this subchapter ITAC
Rule $206.s}(a)J.

(Continues)

No action has

been taken
since the report
was just
frnalized.

Ensure compliance
with statutory
requirements for
state agencies
regarding
information
resources
management.
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Rpt. No.
Name/Date

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. 1:

Audit of
Information
Resources
Systems and
Controls

Date Issued:
October 22,
20r0

To determine if
the
Information
Resources
Division is in
compliance
with statutory
requirements

for state
agencies
regarding
information
resources
management.

k. Effective September l,
2006, unless an
exception is approved by
the executive director of
the state agency or an
exemption has been

made for specific
technologies pursuant to

5213.17 of this title, all
new or changed Web
page/site designs shall
be tested by the state
agency using one or
more $508 compliance
tools in conjunction with
manual procedures to
validate compliance
with this chapter. State
agencies shall establish
policies to monitor their
Web site for compliance
with this chapter [fAC
Rute $206.50(b)1. ITAC
Rule 5206.50(a)1.

(Continaes)

No action has

been taken
since the report
was just
frnalized.

Ensure compliance
with statutory
requirements for
state agencies
regarding
information
resources
management.
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Rpt. No.
Name/Date

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. L:
Audit of
Information
Resources
Systems and
Controls

Date Issued:
October 22,
20r0

To determine if
the
Information
Resources
Division is in
compliance
with statutory
requirements

for state
agencies
regarding
information
resources
management.

(Concluded)
l. h is the intent of the
Legislature that agencies
and institutions of higher
education receiving
appropr iate d funds for the
ac qui s ition of informat i o n
t e chno I o g1t, incl uding s e at
management, perform a
cost-benefit analysis of
leasing versus purchas ing
information te chnolo g,, and
develop a personal computer
replacement schedule.
Agencies and institutions of
higher education should use

the Department of
Infor mati o n Re s our c e s'
(DIR) Guidelines for Lease
versus Purchase of
Information Te chnolo gie s to
evaluate costs and DIR's Life
Cycles: Guidelines for
Establishing Life Cycles for
Personal Computers to
prepqre a replacement
schedule. The use of the
State Data Center for seat
management should also be

evaluated (General
Appr opr iations Act, Article
IX, Section 9.04).

No action has

been taken
since the report
was just
frnalized.

Ensure compliance
with statutory
requirements for
state agencies
regarding
information
resources
manasement.
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Rpt. No.
Name/Date

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. L:
Audit of
Information
Resources
Systems and
Controls

Date Issued:
October 22,
2010

To determine if
the IR Division
has
implemented
adequate
internal
controls and
effective
procedures for
managing
software
licenses and

for ensuring
that all
sofh,uare is
used in
accordance
with the
soft,,uare

license
agreements.

A software inventory is
maintained but does not
accurately reflect the
inventory as some purchases
are not captured and
procedures are not clearly
defined or documented.

Recommendation 2: The IR
Division should revise its
pr o c e dur e s for tr acking
software licenses used
throughout the agency to
include an adequate and up-
to-date tracking system for
ensuring that the agency
does not exceed its
authorized limits for any
software licenses. The
tracking system should hqve
the ability to trace all
software in use back to the
licensing agreement that has
been purchased.

Recommendation 3: The IR
Division should obtain and
use an automated sofh,uare

monitoring system to review
worlrstations for
unauthorized s oftw or e and

for violations of software
licensing agreements.
P erio dic s oftw are audits
should be performed and
documented.

No action has

been taken
since the report
was just
frnalized,.

No action has

been taken
since the report
was just
finalized.

Ensure that the
agency does not
exceed its
authorized limits
for any software
licenses.

Ensure that the
agency is not
exceeding its
purchased software
licensing
agreements and that
all software in use

is properly licensed.
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Rpt. No.
Name/Date

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. 1:
Audit of
Information
Resources
Systems and
Controls

Date Issued:
October 22,
20t0

To determine if
the IR Division
has
implemented
adequate
internal
controls and
effective
procedures for
managing
softtvare
development
projects and
contracts with
outside
vendors
providing
software
implementation

SOAH does not have written
project management
procedures for use in
managing contracts with
outside vendors providing
software.

Recommendation 4: SOAH
should develop project and
contract management
processes for managing
softtvare development
contracts or apply the Texas

Project Delivery Framework
methodologt, even if the
projects are less than Sl
million.

No action has

been taken
since the report
was just
frnalized.

Ensure that vendor
contracts for
software
development are

effectively
managed.

To determine if
the information
resources
operating
procedures of
the IR Division
are
documented
and up-to-date

SOAH does not have a

Computer Operations
Manual that addresses
procedures and functions
performed by staff members.

Recommendation 5: The IR
Division should develop a
Computer Operations
Manual that addresses all
procedures required to
maintain the agency servers
and manage system software
and the network. Security
policies templates adopted

from DIR should be

formal i z e d and inc orp or at e d
into the Manual.

No action has

been taken
since the report
was just
frnalized.

Ensure that critical
IR functions can be
performed in the
event ofunexpected
staff turnover or
absence of key staff
members.
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IV. Consulting Engagements and Non-Audit Services Completed

The intemal auditor did not provide any consulting or non-audit services during FY 2010.

V. Organizational Chart

The organizational chart is shown on the following page. The contract Intemal Audit Director
reports to the Chief Administrative Law Judge. Linda Duncan, Chief Operating Office, is the
designated Chief Audit Executive.

SlATtr ONT'ICE OF ADMINIS'I'RATIVE HEARINCS

ORGANIZATIO:\AI, CHART

GOXXf,f

rtrq @
As of Sepler$s. 200e

@ ;..-jf31pq*lW

VI. Report on Other Internal Audit Activities

The internal auditor was not involved in any activities other than those activities outlined in the
FY 2010Internal Audit Plan.
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VII. Internal Audit Plan for Fiscal Yew 20ll

STATE OFFICE OF ADMINISTRATIVE HEARINGS
FY 2011 INTERNAL AUDIT PLAN

The Texas Intemal Auditing Act requires certain audits to be performed on a periodic basis.
Required audits include audits of the department's accounting systems and controls, administrative
systems and controls, information resources systems and controls, and other major systems and
controls. In addition, five general types of audits are required by the Standards for the Professional
Practice of Internal Auditing as follows:

Reliabili\t and Integrit.v qf l4formation - Internal Auditors should review the reliability and integrity of
financial and operating information and the means used to identifr, measure, classiff, and report such
information.

Compliance with Policies, Plans, Procedures, Laws, and Regulations - Internal auditors should review
the systems established to ensure compliance with those policies, plans, procedures, laws, and
regulations which could have a significant impact on operations and reports, and should determine
whether the organization is in compliance with them.

Sqfeguarding o.f Assets - Internal auditors should review the means of safeguarding assets and, as
appropriate verifu the existence ofsuch assets.

Economical and Efficient Use of Resources - Internal auditors should appraise the economy and
efficiency with which assets are employed.

Accomplishment o-f Established Objectives and Goals -for Operations and Proqrams - Internal auditors
should review operations or programs to ascertain whether results are consistent with established
objectives/goals, and whether the operations or programs are being carried out as planned.

The FY 2011 Internal Audit Plan for the State Office of Administrative Hearings is based on
the Risk Assessment presented in the previous section. For FY 20II, one topic categorized as high risk
as determined by the risk assessment (Exhibit 3) is included in the audit plan. That is an audit of the
Billing Process. As indicated in Exhibit 4, all high risk audit topics have been or will be audited in the
past three fiscal years upon completion of the audit of the Billing Process. In addition, an audit of
Human Resources Systems and Controls will be performed. This is required to be performed on a
periodic basis by the Texas Internal Auditing Act and it has not been audited since FY 2005.

The audit of the Billing Process will focus on the adequacy of internal controls and the
effectiveness and efficiency of procedures for billing entities for which SOAH conducts hearings. The
audit will evaluate whether there are effective processes in place for the timely and accurate billing of
all entities where SOAH conducts administrative hearinss for the entities.

-13-
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The audit of Human Resources Systems and Controls will focus on evaluating the adequacy of
human resources policies for protecting the agency against adverse personnel actions and the
effectiveness and efficiency of operating procedures for managing the agency's human resources.
Compliance with human resources statutes will also be evaluated.

In addition to these proposed audits, the internal audit annual report for FY 2010 will be
prepared, a follow-up review and report will be issued on audit recommendations made in prior years
and a risk assessment will be performed and an audit plan developed for FY 2012.

The following estimated time and timeframes for performing internal audit work during the
project are as follows:

' Complete the FY 20l0Internal Audit Annual Report - 4 hours (September 2010)
. Audit of Human Resources - 110 hours (January to February 20ll)
. Audit of Billings Process - 140 hours (June to July 2011)
. Prior Years' Audit Follow-up Reviews - 8 hours (July 2011)
' Update Risk Assessment and PrepareFY 2012 Audit Plan - 4 hours (July 201l)

V[I. External Audit Services Procured in Fiscal Year 2010

The State Office of Administrative Hearings contracted with the CPA firm of Jansen &
Gregorczyk in FY 2010 to provide contract internal audit services for the agency. No other external
audit services were procured in FY 2010.

IX. Reporting Suspected Fraud and Abuse

The State Office of Administrative Hearings has posted the required information on reporting
suspected fraud, waste or abuse involving state resources directly to the State Auditor's Office on the
home page of the agency's website and has included information in the agency's policies on how to
report suspected fraud to the State Auditor's Office.

The agency does not receive funds under the American Recovery and Reinvestment Act and is
therefore not subject to the provisions of Article XII of the General Appropriations Act (81't
Legislature) regarding funds received under the American Recovery and Reinvestment Act.

No instances of suspected fraud, waste or abuse were reported by SOAH to the State Auditor's
Office during FY 2010.

{<******{<*****

-14-





State Office of Administrative Hearings
Internal Audit Annual Report

for FY 2009

October 28.2009

As Prepared by
Jansen and Gregorczyk,

Certified Public Accountants



State Office of Administrative Hearinss - FY 2009Internal Audit Annual Report

Jansen & Gregorczyk
Certified Public Accountants

Telephone
(s12) 268-0070

P. O. Box 601
Kyle, TX 78640

October 28,2009

The Honorable Rick Perry, Governor
Members of the Legislative Budget Board
Members of the Sunset Advisory Commission
Mr. John Keel, CPA, State Auditor

Dear Ladies and Gentlemen:

Attached is a report on the internal activity at the State Office of Administrative Hearings as outlined in
the Texas Internal Auditing Act. The report provides a swnmary of audits completed and significant
recommendations for fiscal vear 2009.

Please contact Ms. Linda Duncan, Chief Audit Executive for SOAH at 463-8575 if you desire further
information about the contents of this report.

Sincerely,

SIGNED COPY ON FILE

Russell Gregorczyk, Partner
Jansen & Gregorczyk, CPAs
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I. Internal Audit Plan for Fiscal Year 2009

Both audits in the FY 2009 audit plan were completed as scheduled.

STATE OFFICE OF ADMINISTRATIVE HEARINGS
FY 2OO9INTERNAL AUDIT PLAN

The Texas Internal Auditing Act requires certain audits to be performed on a periodic basis.
Required audits include audits of the department's accounting systems and controls, administrative
systems and controls, information resources systems and controls, and other major systems and
controls. In addition, five general types of audits are required by the Standards for the Professionul
Practice of Internal Auditing as follows:

Reliabili\t and Inteqrit.v qf Iqformation - Internal Auditors should review the reliability and integrity of
financial and operating information and the means used to identiff, measure, classifr, and report such
information.

Compliance with Policies. Plans, Procedures, Laws, and Regulations - Internal auditors should review
the systems established to ensure compliance with those policies, plans, procedures, laws, and
regulations which could have a significant impact on operations and reports, and should determine
whether the organization is in compliance with them.

Sa.feguarding qf Assets - Internal auditors should review the means of safeguarding assets and, as
appropriate veriff the existence of such assets.

Economical and Efficient Use o-f Resources - Internal auditors should appraise the economy and
efficiency with which assets are employed.

Accomplishment o-f Established Objectives and Goals for Operations and Programs - Internal auditors
should review operations or programs to ascertain whether results are consistent with established
objectives/goals, and whether the operations or programs are being carried out as planned.

The FY 2009 Internal Audit Plan for the State Office of Administrative Hearings is based on
the Risk Assessment presented in the previous section. For FY 2009, two topics categorized as high
risk as determined by the risk assessment are included in the audit plan. These two audits that will be
conducted in FY 2009 arc:

. Accounting, Budgeting and Payroll Systems and Controls

. Information Resources Key Agency Business Systems

The audit of Accounting, Budgeting and Payroll is an audit required to be performed on a
periodic basis by the Texas Internal Audit Act. The audit will focus on evaluating the adequacy of the
accounting, budgeting and payroll systems and internal controls; the effectiveness and efficiency of
accounting and budgeting procedures; and the reliability and integrity of financial and budget
information.
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The audit of Information Resources Key Agency Business Systems will focus evaluating
whether key automated business systems in use at the SOAH are reliable, have adequate edits and
controls to ensure accurate processing of information, provide the functionality needed by users, are
protected against unauthorized use and if there is adequately contingency planning for all key
automated business systems.

Specific audit objectives will be developed and coordinated with management to define the
scope of audit work to be performed before fieldwork on any of these audits begins.

In addition to these proposed audits and audit work, follow-up reviews and reports will be
issued on audit recommendations made in prior years and a risk assessment will be performed and an
audit plan developed for FY 2010.

The following estimated time and timeframes for performing internal audit work during the
project are as follows:

' Complete the FY 2009 Risk Assessment and Audit Plan - 16 hours (October 2008)
' Audit of Accounting, Budgeting and Payroll- 140 hours (lr{ovember to December 2008)

' Audit of Information Resources Key Agency Business Systems - 140 hours (March
2009 to April2009)

. Prior Years Audit Follow-up Reviews - 12 hours (July 2009)
' Update Risk Assessment and Prepare FY 2010 Audit Plan - 8 hours (July 2009)

il. External Quality Assurance Review

In FY 2009, the State Office of Administrative Hearings (SOAH) initially contracted with the
firm Jansen and Gregorczykto perform internal audit services for the SOAH. A quality review of the
SOAH internal audit program was completed in October 2009. The Executive Summary of the quality
review is shown below.

State Office of Administrative Hearings
Quality Assurance Review

October 2009

OPINION

Based on the work outlined below, it is the opinion of the reviewer that the internal audit activity at
the State Office of Administrative Hearings is in accordance with the Texas lnternal Auditing Act
and the audit work being performed by Jansen & Gregorczyk, Certified Public Accountants (the
Contractor) fully complies with all applicable professional auditing standards.
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This opinion, representing the best possible evaluation, means that the State Office of
Administrative Hearings, and the Contractor, have in place all of the relevant structures and
policies that are required as well as the processes necessary to insure they are effectively
applied.

Richard H. Tarr, CISA, CIA
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III. Key Audit F indings/Recommendations

Rpt. No.
Name/Date

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. 1:
Audit of
Accounting,
Budgeting and
Payroll
Systems and
Controls

Date Issued:
March26,
2009

To determine if
there is a
documented
reconciliation
of the USAS
and MIP
accounting
systems and if
the
reconciliation
is performed in
a timely
manner each
month.

Several of the monthly
reconciliations were not
completed in a timely
manner.

Recommendation 1:
Reconciliations should be

completed on a timely basis,
i.e., within 30 days of the
prior month's activity.

Fully
Implemented

Ensure that any
errors or omissions
have been corrected
and that reports are

correct for
monitoring the
agency's revenues
and expenditures.

To determine if
there are
adequate
internal
controls over
purchase
voucher and
interagency
transaction
processing, if
the procedures
are ffictive
and fficient,
and if
purchase and
interagency
transaction
vouchers are
being
processed in a
timelv manner.

Invoices are not logged upon
receipt, which increases the
risk of loss of the invoice or
delays in meeting the
payment deadline for the
invoice.

Recommendution 2:
Invoices should be entered
into the purchase voucher
log on the date received to
ensure that they are not lost
or misplaced. Purchase
vouchers should be entered
into USAS with a scheduled
payment date when they are
appr ove d for payment r ather
than being held until near
the payment due date.

Fully
Implemented

Ensure that
invoices are not lost
or misplaced before
they are entered
into the voucher
los.
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Rpt. No.
NameA)ate

lligh Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. L:
Audit of
Accounting,
Budgeting and
Payroll
Systems and
Controls

Date Issued:
March26,
2009

To determine if
there are
adequate
internal
controls over
purchase
voucher and
interagency
transaction
processing, if
the procedures
are ffictive
and fficient,
and if
purchase and
interagency
transaction
vouchers are
being
processed in a
timely mannen

A signifi cant inefficiency
exists because duplicate data
must be entered both into
both USAS and MIP.

Recommendation 3: The

Chief Operating Officer
should investigate the

fe as ib ility of impl e me nt ing
an e I e ctr oni c int erfac e

between the MIP qnd USAS
accounting systems.

Incomplete/
Ongoing

Reduce time wasted
entering data into
two accounting
systems and
reconciling the two
systems.

The Chief Administrative
Law Judge currently
approves all purchase
requests, even small, routine
operating purchases.

Recommendation 4: A
dollar threshold should be
established for approval of
purchase requests by the
C hi ef A dmini s tr ativ e Law
Judge. Most agencies use a
threshold of $5,000 to
minimize the needfor the
executive head to approve
routine agency purchases.

Incomplete/
Ongoing

Minimize the time
the Chief
Administrative Law
Judge spends

approving routine
agency purchases.
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Rpt. No.
Name/I)ate

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. 1:
Audit of
Accounting,
Budgeting and

Payroll
Systems and
Controls

Date Issued:
March26,
2009

To determine if
there are
adequate
internal
controls over
travel voucher
processing, if
the procedures
are effective
and fficient,
and if travel
vouchers are
being
processed in a
timely manner.

The Travel Coordinator
keeps the original travel
voucher and supporting
documentation for five years
per State records retention
requirements, but she does
not have the copy with the
payment approval by
Operations, nor does she

have the information about
when the payment was made
in USAS.

Recommendation 5: The

original copy of paid travel
vouchers with approval
signatures and payment
information should be
retained by the Travel
Coordinator.

Fully
Implemented

Ensure that the
Travel Coordinator
has the complete
travel voucher file.

To determine if
there are
adequate
internal
controls over
the processing
of incoming
revenues and
deposit
vouchers, if the
procedures are
effictive and

fficient, and if
deposits are
being
processed in
accordance
with required
state time
frames.

Cash receipts recorded by
Docketing and field offices
are not reconciled to the
actual deposits made in
USAS for the month.

Recommendution 6: A
monthly report should be
generatedfrom the cash
receipts database and
reconciled to monthly USAS
deposits by someone
independent of the deposit
preparation process.

Fully
Implemented

Ensure that loss or
theft of cash

receipts would be
detected in a timely
manner.
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Rpt. No.
Name/I)ate

High Level
Audit

Obiectives

Findings/
Recommendotions Status lmpact

Report No. 1:
Audit of
Accounting,
Budgeting and
Payroll
Systems and
Controls

Date Issued:
March26,
2009

To determine if
there are
adequate
internal
controls over
the processing
of incoming
revenues and
deposit
vouchers, if the
procedures are
effective and

fficient, and if
deposits are
being
processed in
accordance
with required
state time

frames.

The field offices do not
always submit cash receipts
to Operations in a timely
manner.

Recommendation 7: Field
ffices and Docketing should
restrictively endorse all
checlcs when received and
thefield ffices and
Docketing should be

instructed to send cash qnd
checlcs to Operations when
received. Operations should
date stamp all cash and
check receipt forms when
received.

Fully
Implemented

Ensure that
Operations is able
to make deposits in
a timely manner.

The written procedure for
deposits does not provide
sufficient details for a person
that is unfamiliar with this
task to enter a deposit.

Recommendation 8: The

Deposits Entry into USAS
procedure should be updated
to include steps involved
prior to and after the actual
entry into USAS such as

endorsing checks, date
stamping forms and filing
requirements.

Fully
Implemented

Ensure that
assigned personnel
will be able to
adequately and
correctly process

deposits.
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Rpt. No.
Name/Date

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. 1:
Audit of
Accounting,
Budgeting and
Payroll
Systems and
Controls

Date Issued:
March26,
2009

To determine if
there are
adequate
internal
controls over
the processing
of incoming
revenues and
deposit
vouchers, if the
procedures are
effective and

fficient, and if
deposits are
being
processed in
accordance
with required
state time
frames.

Fiscal currently processes
many low dollar items such
as $1 to copy a CD.

Recommendation 9: The

cost of small dollar items
charged to the public should
be reviewed to consider
whether the cunentfee
covers the cost ofprocessing
cash and checks by both
Docketing and in Fiscal.

Incomplete/
Ongoing

Ensure that fees are

reasonable relative
to the
administrative costs
of completing
orders.
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Rpt. No.
Name/I)ate

Iligh Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. 1:
Audit of
Accounting,
Budgeting and

Payroll
Systems and
Controls

Date Issued:
March26,
2009

To determine if
there is
appropriate
management
approval and
supporting
documentation

for all journal
vouchers.

Journal vouchers prepared to
correct prior entries are not
always reviewed and
approved by the Chief
Operating Officer.
Furthermore, some vouchers
contained inadequate
descriptions of the reason for
the journal voucher.

Recommendation 10: All
journal vouchers that involve
corrections ofprior
transactions should be
reviewed and approved by
the Chief Operating Officer,
and all journal vouchers
should contain an adequate
explanation of the reasonfor
the journal voucher, with
adequate supporting
do cumentation attached to
the iournal voucher.

Fully
Implemented

Ensure that the
Chief Operating
Officer is aware of
any corrections
being made to the
accounting systems
and to adequately
document the
reasons for all
iournal vouchers.

There is not a SOAH
procedure for processing
journal vouchers in USAS
and MIP.

Recommendation 11: A
procedure for preparing and
proce s s ing j ournal voucher s
in USAS and MIP should be
developed. The procedure
should include the
information noted in
Recommendation 10.

Incomplete/
Ongoing

Ensure that
personnel will be

able to adequately
and correctly
prepa"re and process

iournal vouchers.

-9-



State Office of Administrative Hearings - FY 2009Internal Audit Annual Report

Rpt. No.
NameA)ate

High Level
Audit

Obiectives

F'indings/
Recommendations Status Impact

Report No. l:
Audit of
Accounting,
Budgeting and
Payroll
Systems and
Controls

Date Issued:
March26,
2009

To determine if
there is an
effective
budgeting
systemfor
monitoring,
controlling
and reporting
on agency
revenues and
expenditures.

Budget status reports and
memorandums of time and
contract tracking were not
completed each for each
month of FY 08.

Recommendation 12: The

Chief Operating Officer
should provide the monthly
budget status report and the
monthly memorandum
regarding time and contract
tracking to the Chief
Administr ative Law Judge
timely throughout the fiscal
year in order to adequately
monitor the agency's

financial position.

Fully
Implemented

Allow for adequate
monitoring of the
agency's financial
position.

-10-



State Office of Administrative Hearings - FY 2009Internal Audit Annual Report

Rpt. No.
Name/I)ate

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. 1:
Audit of
Accounting,
Budgeting and
Payroll
Systems and
Controls

Date Issued:
March26,
2009

To determine if
there are
adequately
documented
and up-to-date
accounting
policies and
procedures.

Although Operations has a
number of written procedures
and the procedures are
generally comprehensive and
have adequate detail, there is
no numbering system and
there is no record of when
the procedures were
developed or last reviewed
and revised.

Recommendation 13: The

Chief Operating Officer or
her designee should index all
existing procedures and
identify any gaps in existing
procedures. Once this task is
complele, the Chief
Oper ating Offi cer should
review all procedures to
ensure that they are assigned
to the correct employee
whose job title ondjob
responsibilities include those
taslcs. An electronic filing
system should be developed
to record procedures in some
logical order, perhaps with a
numbering system, to identify
the name of each procedure,
the dote it was adopted, and
date it was reviewed and/or
revised. The procedure
index should be updated
annually to correspond to the
titles and review dates for
each procedure.

Incomplete/
Ongoing

Ensure that written
procedures are

complete and up-to-
date.
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Rpt. No.
Name/Date

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No.2:
Audit of Key
Automated
Business
Systems

Date Issued:
August l,
2009

To determine if
each key
automated
business
system has
adequate
security to
protect against
unauthorized
access to or
changes to the
software or
information
contained in
the system.

The Information Security
Manual does not accurately
reflect the current process
used for granting
authorizations to the ALR
Lotus Notes system and the
MIP system.

Recommendation l: The
Information Se curity Manual
s hould ali gn re spons ibilitie s

for granting authorization
rights to gain access to
agency's key automated
business applications with
actual practices and
management's intentions.
The Manual currently
specifies the Director of ALR
Program as being
responsible for granting
authorizations to the ALR
Lotus Notes system and the
C hi ef Admini s tr at iv e Law
Judge being responsible for
granting authorizations to
the MIP system; however, in
actual practice, the
Docketing Manager and
Chief Operating Officer are
granting authorizations to
the ALR system and the COO
is granting authorizations to
the MIP system.

Incomplete/
Ongoing
The target date

for
implementation
is in FY 2010.

Ensure that the
Information
Security Manual is
in agreement with
current practices.
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Rpt. No.
NameA)ate

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No.2:
Audit of Key
Automated
Business
Systems

Date Issued:
August 1,

2009

To determine if
each key
automated
business
system has
adequate
security to
protect against
unauthorized
access to or
changes to the
software or
information
contained in
the system.

The New Employee
Notification form, which is
used to identifu the agency's
information systems which
an employee should be
granted access, does not
identifu all of the possible
access rights. Furthermore,
the form does not provide for
approval by the business
owner that is primarily
responsible for the
information system.

Recommendation 2: The
Information Se curity Manuol
should be updated to require
written processes,
procedures and
do cumentation standards for
creating, changing and
revoking ID's and passwords
to the agency's computer
systems and applications.
The procedures should apply
to existing employees and
changes in their access
rights, new hires,
separations, temporaries and
contractors.

Aform should be developed
and implementedfor
authorizing employe e s'
access rights. Theform
should include consideration
ofchanges in access rights
of exisling employees,

s eparations, temporaries and
contractors, as well as new
hires. (Recommendation
continues...)

Incomplete/
Ongoing
The target date
for
implementation
is in FY 2010.

Ensure that
employees receive
only appropriate
access rights, and
that authorization
ofsuch rights are

properly
documented.
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Rpt. No.
Name/I)ate

High Level
Audit

0biectives

Findings/
Recommendations Status Impact

Report No.2:
Audit of Key
Automated
Business
Systems

Date Issued:
August 1,

2009

To determine if
each key
automated
business
system has
adequate
security to
protect against
unauthorized
access to or
changes to the
software or
information
contained in
the system.

Recommendution 2 (con't) :
The form should specify the
types of rights being granted,
such as read, write, edit,
delete, etc. for each business
application and be at a
sufficiently granular level to
restrict access rights, as

appropriote, to the necessary
application modules, tqbles,
transactions, and data fields
an employee needs to
perform their j ob duties.

The documentation
authorizing access rights
should provide for the
approval by the designated
business owner or manager
of the key automated
business application that is
primarily responsible for the
application and the data it
processes. The Information
Re s our c e s D ep ar tment s taff
should not process access
rights until the qccess rights
are clearly defined and
authorization is properly
documented as prescribed.

Incomplete/
Ongoing
The target date

for
implementation
is in FY 2010.

Ensure that
employees receive
only appropriate
access rights, and
that authorization
ofsuch rights are

properly
documented.
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Rpt. No.
Namo/Date

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No.2:
Audit of Key
Automated
Business
Systems

Date Issued:
August 1,

2009

To determine if
each key
automated
business
system has
adequate
security to
protect against
unauthorized
access to or
changes to the
software or
information
contained in
the system.

The New Employee
Notification form does not
provide for approval by the
business owner that is
primarily responsible for the
management information
system

Recommendation 3: The

Information Resources
Department shoul d prepar e

detailed listings for each of
lhe key automaled business
applic ations spe cifuing the
individuals that have been
gronted access and their
access rights. The IR
Department shouldwork
with appropriate business
owners of the key automated
business applications
expl aining, where ne ce s s ary,
who has been granted what
rights to their applications.
Once the business owners
are satisfied with the access
rights that have been
granted to the business
applications, the bus iness
owners should document
their approval of the access
rights, which should be

retained by the IR
Department as baseline
documentation of the
business owners'
authorizations of ac c e s s
rights that have been
granted to the key automated
busines s applications.

Incomplete/
Ongoing
The target date
for
implementation
is in FY 2010.

Ensure that
business owners are

aware of and
approve access

rights. Provide
documentation of
business owners'
approval.
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Rpt. No.
Name/I)ate

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. 2:
Audit of Key
Automated
Business
Systems

Date Issued:
August l,
2009

To determine if
the automated
business
system
soffi,vare
documentation
is up-to-date
andwhether
there is an
effective
systemfor
authorizing
and
documenting
all changes
that are made
to the
software.

The IR Department does not
have a policy or procedure
regarding the development
and maintenance of software
documentation.

Recommendution 4: The IR
Department should develop
and implement written
policies and procedures
regarding the development
and maintenance of software
documentation. The policies
s houl d i dent ify empl oy e e

positions responsible for
developing and maintaining
the documentation. The
procedures should include
the types and content of
r equired do cumentation and
the circumstances
warranting the updating of
the documentation.
Re quired do cumentation
should include the software
requirements, design
spe cifi cations, te chnical
documentation including
source code and required
text to describe the intended
operations, and user
documentation as discussed

further at Audit Objective 6.

The policies should also
require soffiuare
documentation to be ct

contract deliverable of
soft',,uare to be developedfor
the agency by third-party
s offi,tt ar e dev el op er s.

Incomplete/
Ongoing
The target date
for
implementation
is in FY 2010.

Ensure that all
software
documentation
up-to-date.

IS
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Rpt. No.
Name/Date

lligh Level
Audit

0biectives

Findings/
Recommendations Status Impact

Report No.2:
Audit of Key
Automated
Business
Systems

Date Issued:
August 1,

2009

To determine if
the automated
business
system
software
documentation
is up-to-date
andwhether
there is an
effective
systemfor
authorizing
and
documenting
all changes
that are made
to the
software.

There is an effective system
for authorizing and
documenting all changes that
are made to the key
automated business system
software, but there are not
written procedures for testing
changes before they are put
into production.

Recommendation 5: Written
policies and procedures
should be developedfor the
testing of sofrware
enhancements, bug fixes or
other changes to the
agency's software to ensure
sofrware failures are
detected and coryected in a
timely manner. The goal of
the tests should be detect and
correct defects in softwore by
contrasting a computer
program's expected results
with its actual results for a
given set of inputs. The
procedures should
incorporate the
responsibilities and
expectations of both IR staff
and users of the software.

Incomplete/
Ongoing
The target date
for
implementation
is in FY 2010.

Ensure that
software changes
are thoroughly
tested and
documented before
being implemented.
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Rpt. No.
Name/I)ate

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No. 2:
Audit of Key
Automated
Business
Systems

Date Issued:
August 1,

2009

To determine if
confidential
information is
maintsined in
any key
automated
business
systems and
whether there
are adequate
controls to
ensure that
confidential
information is
not disclosed.

Audit testing revealed that
some employees were not
familiar with policies
regarding disclosure of
confidential information.

Recommendation 6: SOAH
managers should
p e r i o di c al ly e duc at e / info r m

employees regarding
information the agency
considers to be confidential
and employee
responsibilities for non-
di s cl o s ur e of c onfi denti al
information that they process
in connection with their iob
duties.

Incomplete/
Ongoing
The target date
for
implementation
is in FY 2010.

Ensure that all
employees are

aware of what
constitutes
confidential
information, and
their
responsibilities
regarding non-
disclosure ofsuch
information.

The source documents used
for entering data into the key
automated business system
used for billing purposes
contain the docket numbers
and, at times, the names of
respondents to confidential
cases.

Recommendation 7: SOAH
should establish a policy
requiring the ALJs to use the
initials of respondents on the
time records submitted to
Financial Services for
posting to the applicable
information systems to help
ensure the confidentiality of
r e s pondent s in c o nfi de nt i al
CASES.

Incomplete/
Ongoing
The target date

for
implementation
is in FY 2010.

Maintain the
confidentiality of
respondents in
confidential cases.
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Rpt. No.
Name/Date

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No.2:
Audit of Key
Automated
Business
Systems

Date Issued:
August 1,

2009

To determine if
there are
adequate, up-
to-date user
manuals and
procedures for
all users of the
key automoted
business
systems.

There is not a formal process
in place to inform the Fiscal
Services Division of changes
made to HARP reports after
they have been completed.

Recommendation 8: The

HARP user procedures
should be complemented
with a written process to
document and support
changes made to a HARP
report after the Fiscal
Servic e s Divis ion r el eas e s

the report to the agencyfor
distribution. The procedures
should include quality
control processes to provide
reasonable assurance of the
appropriateness of the
changes and that the changes
result in a complete and
accurate HARP report. The
procedures should also
provide a mechanism to
inform the Fiscal Services
Division of any changes to
the HARP report so they may
take corrective actions
regarding the HARP report
format, content and data, as
needed.

Incomplete/
Ongoing
The target date

for
implementation
is in FY 2010.

Allow the Fiscal
Services Division
to respond to any
processes they have
in place or data that
may affect future
HARP reports.
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Rpt. No.
Name/Date

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No.2:
Audit of Key
Automated
Business
Systems

Date Issued:
August 1,

2009

To determine if
there are
adequate input
controls and
reasonablenes
s checlcs to
ensure the
accuracy of
information
entered into
key automated
business
systems.

There is not an independent
review of HARP reports to
the supporting
documentation by someone
other than by the preparer of
the report.

Recommendation 9: Written
procedures should be

developed and implemented
requiring an employee other
than the preparer of the
HARP report to review and
approve completed HARP
reports and the supporting
do cumentation accumul ate d
by the preparer ofthe report.
The review and approval
shouldfocus on the
reconciliation of data from
the source information
systems with the HARP
reported data to provide
reasonable assurance the
HARP report is prepared,
and the controls designed by
management to ensure the
accurqcy ofthe report are
being applied, as intended by
manasement.

Incomplete/
Ongoing
The target date
for
implementation
is in FY 2010.

Ensure that HARP
reports are prepared

accurately.
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Rpt. No.
Name/Date

High Level
Audit

Obiectives

Findings/
Recommendations Status Impact

Report No.2:
Audit of Key
Automated
Business
Systems

Date Issued:
August 1,

2009

To determine if
the key
automated
business
systems are
specifically
covered and
addressed in
the disaster
recovery/busin
es^t

contingency
plan.

Although the IR Department
considers its periodic
restoration of files and
servers that occur in the
normal course of business as

tests of the IR Plan,
scheduled tests of the Plan
are not preformed on a
regular basis.

Recommendution 10: SOAH
should conduct periodic
table top tests of the
agency's Busines s Continuity
and Disaster Recovery PIan,
including the information
resources component, in
accordance with the
requirements specified in the
plans. Lessons learnedfrom
the tests, including the
i dentifi c ati on of b us ine s s

c ontinuity and dis aster
recovery plans that are
overly broad, should be used
as a basis for improving the
plans.

Incomplete/
Ongoing
The target date

for
implementation
is in FY 2010.

Ensure that the
Business Continuity
and Disaster
Recovery Plan are

effectively meeting
all of their stated
soals.
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Rpt. No.
Name/I)ate

Iligh Level
Audit

Obiectives

' Findings/
Recommendations Status Impact

Report No.2:
Audit of Key
Automated
Business
Systems

Date Issued:
August l,
2009

To determine if
the key
automated
business
systems are
specifically
covered and
addressed in
the disaster
recovery/busin
es,t

contingency
plan.

Surveys indicated that many
employees were not aware of
a business continuity plan
designed to continue
conducting business in the
event ofa natural or
manmade disaster.

Recommendution 11:
SOAH should implement a
business continuity and
disaster recovery plan
aw arene s s campai gn that
periodically (at least
annuallf reminds the
agency's employees of the
possibility of natural or
manmade disasters, the
agency's plans to recover in
the event of a disaster, and
employee s' re spons ibilitie s
associated with the agency's
plans and recovery
operations.

Incomplete/
Ongoing
The target date

for
implementation
is in FY 2010.

Keep employees
apprised ofthe
procedures to be
followed in the case

of a manmade or
natural disaster.

IV. Consulting Engagements and Non-Audit Services Completed

The internal auditor did not provide any consulting or non-audit services during FY 2009.

V. Organizational Chart

The organizational chan is shown on the following page. The contract Internal Audit Director
reports to the Chief Administrative Law Judge. Linda Duncan, Chief Operating Office, is the
designated Chief Audit Executive.
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VI. Report on Other Internal Audit Activities

The internal auditor was not involved in any activities other than those activities outlined in the
FY 2009Internal Audit Plan.

VII. Internal Audit Plan for Fiscal Year 2010

The Texas Intemal Auditing Act requires certain audits to be performed on a periodic basis. Required
audits include audits of the department's accounting systems and controls, administrative systems and
controls, information resources systems and controls, and other major systems and controls. In
addition, five general types of audits are required by the Standards for the Professinnal Practice of
Internal Auditing as follows:

Reliabilitv and Integrit.v of In-formation- Internal Auditors should review the reliability and integrity of
financial and operating information and the means used to identifr, measure, classiff, and report such
information.
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Compliance with Policies, Plans, Procedures, Laws, and Regulations - Internal auditors should revlew
the systems established to ensure compliance with those policies, plans, procedures, laws, and
regulations which could have a significant impact on operations and reports, and should determine
whether the organization is in compliance with them.

Sqfeguarding o-f Assets - Intemal auditors should review the means of safeguarding assets and, as

appropriate verifr the existence of such assets.

Economical and Eifrcient Use qf Resources - Internal auditors should appraise the economy and
efficiency with which assets are employed.

Accomplishment o-f Established Obiectives and Goals -for Operations and Proqrams - Internal auditors
should review operations or programs to ascertain whether results are consistent with established
objectives/goals, and whether the operations or programs are being carried out as planned.

The FY 2010 Intemal Audit Plan for the State Office of Administrative Hearings is based on
the Risk Assessment presented in the previous section. For FY 2010, two topics categorized as high
risk as determined by the risk assessment are included in the audit plan. These two audits that will be
conducted in FY 2010 are:

. Billings Process

. Information Resources- Operations and Security

The audit of the Billing Process will focus on the adequacy of internal controls and the
effectiveness and effrciency of procedures for billing entities for which SOAH conducts hearings. The
audit will evaluate whether there are effective processes in place for the timely and accurate billing of
all entities where SOAH conducts administrative hearings for the entities.

The audit of the Information Resources Operations and Security will focus on compliance with
all statutory requirements for information resources management; the adequacy of security and
controls over computer operations, access to automated resources, and physical security over
automated resources; the effectiveness of computer operations and meeting the needs of information
resources systems users. This is a required periodic audit that has not been performed since FY 2005.

Specific audit objectives will be developed and coordinated with management to define the
scope of audit work to be performed before fieldwork on any of these audits begins.

In addition to these proposed audits and audit work, follow-up reviews and reports will be
issued on audit recommendations made in prior years and a risk assessment will be performed and an
audit plan developed for FY 20T1.

The following estimated
project are as follows:

and timeframes for performing internal audit work during thetime
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. Complete the FY 2010 Risk Assessment and Audit Plan - 4 hours (September 2009)

' Complete the Quality Assurance Review - ($2,000 Professional Fee) (October 2009)

' Complete the FY 2009Internal Audit Annual Report - 8 hours (October 2009)
. Audit of Billings Process - 140 hours (November to December 2009)

. Audit of Information Resources Operations and Security - I40 hours (January to

February 2010)

. Prior Years' Audit Follow-up Reviews - 12 hours (March 2010)

' Update Risk Assessment and Prepare FY 201 1 Audit Plan - 8 hours (July 2010)

VIII. External Audit Services Procured in Fiscal Year 2009

The State Office of Administrative Hearings contracted with the CPA firm of Jansen &
Gregorczyk in FY 2009 to provide contract internal audit services for the agency. No other external
audit services were procured in FY 2009.

IX. Reporting Suspected Fraud and Abuse

The State Office of Administrative Hearings has posted the required information on reporting
suspected fraud, waste or abuse involving state resources directly to the State Auditor's Office on the
home page of the agency's website and has included information in the agency's policies on how to
report suspected fraud to the State Auditor's Office.

The agency does not receive funds under the American Recovery and Reinvestment Act and is
therefore not subject to the provisions of Article XII of the General Appropriations Act (81't
Legislature) regarding funds received under the American Recovery and Reinvestment Act.

No instances of suspected fraud, waste or abuse were reported by SOAH to the State Auditor's
Office during FY 2009.

******* ******
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EXSCUTIYU SUMMARY

Audit Purpose

The primary purposes of the internal audit
were to determine if key automated business
systems in use at the SOAH are reliable,
have adequate edits and controls to ensure
accurate processing of information, are
protected against unauthorized use and if
there is adequate contingency planning for
all key automated business systems.

The IR Department does not have a policy
or procedure regarding the development
and maintenance of software
documentation.

o The State Offrce of Administrative
Hearings has adequate controls in place to
ensure that confidential information
maintained in its key automated business
systems is not inappropriately disclosed.
However, various opportunities were
noted to improve the controls over
confi dential information.
While the user procedures are considered
to be generally adequate, the HARP
procedures need to be complemented with
procedures regarding the process of
making changes to a HARP report after it
has been prepared, supported,
documented, and reviewed for accuracy.

The IR Department does not have written
policies and procedures regarding the
testing of changes made to the
applications.
The IR Department provides strong
technical support to the agency's computer
system end-users.

The key automated business systems used
by the SOAH have an adequate level and
combination of input controls and output
controls derived from the business rules
for each automated business system to
provide reasonable assurance of the
accuracy of information entered into the
automated information system.

An overly long period of time
(approximately 10 years) has elapsed since
the table top test of the Business
Continuity and Disaster Recovery Plan.

Alternative staff members are adequately
cross-trained to use key automated
business systems in the absence of the

imarv users of the s

Key Audit Observations

Access to the SOAH network is controlled
by logon IDs and passwords that are
encrypted and required to be changed
every 90 days, which is prompted by an
automated process.

While the Information Resources
Department (IR or IR Department) has
many controls in place to provide
reasonable assrrance against unauthorized
access to or changes to the software and
information of the key automated business
systems, the IR Department needs to
improve access controls and the
documentation of the controls.
The SOAH computer network is available
and operating substantially 100 percent of
the time when needed by agency staff to
conduct agency business.
The IR Department has developed backup
and recovery procedures to provide
reasonable assurance the agency's
automated business systems can be
restored in a timely manner in the event of
an adverse system event.
Key automated business system software
documentation is up-to-date for the HARP
system developed in-house, but not for the
Case Management System (CMS)

a third-party vendor.
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Signifi cant Recommendations

The Information Security Manual should
align responsibilities for granting
authorization rights to gain access to
agency's key automated business
applications with actual practices and
management's intentions.
The Information Security Manual should
be updated to require written processes,
procedures and documentation standards
for creating, changing and revoking ID's
and passwords to the agency's computer
systems and applications. The procedures
should apply to existing employees and
changes in their access rights, new hires,
separations, temporaries and contractors.
The IR Department should prepare
detailed listings for each of the key
automated business applications
speciSring the individuals that have been
granted access and their access rights.
The IR Department should develop and
implement written policies and
procedures regarding the development
and maintenance of software
documentation.
Written policies and procedures should be
developed for the testing of software
enhancements, bug fixes or other changes
to the agency's software to ensure
software failures are detected and
corrected in a timely manner.
The HARP user procedures should be
complemented with a written process to
document and support changes made to a
HARP report after the Fiscal Services
Division releases the report to the agency
for distribution. The procedures should
include quality control processes to
provide reasonable assurance of the
appropriateness of the changes and that
the changes result in a complete and
accurate HARP report.

o SOAH should conduct periodic table top
tests of the agency's Business Continuity
and Disaster Recovery Plan, including the
information resources component, in
accordance with the requirements
specified in the plans. Lessons learned
from the tests, including the identification
of business continuity and disaster
recovery plans that are overly broad,
should be used as a basis for improving
the plans.

Managementrs Response

Management concurs with the findings and
recommendations in the report. Staff
responsibilities and completion dates have
been established for implementing each
recommendation.
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AUDIT PURPOSX & SCOPU

The primary purposes of the internal audit
were to determine if key automated business
systems in use at the SOAH are reliable,
have adequate edits and controls to ensure
accurate processing of information, ffia
protected against unauthorized use and if
there is adequate contingency planning for
all key automated business systems.

Key automated business systems are defined
as those essential to the operations of the
SOAH, which are supported by the
Information Resources Department. Key
automated business systems were identified
through interviews with SOAH management
staff. Key automated business systems are
identified in Appendix l.

The scope of the audit included review,
analysis and/or testing of the following
areas:

. access controls and computer security;

. systems availability and reliability;
o backup and recovery procedures;
o softwaredocumentation;
. usef manuals;
o technical support procedures;
o input and output controls; and
o disaster recovery/business continsencv

planning.

Specific audit objectives were developed
and coordinated with SOAH management.
These audit objectives and the results of our
audit work are presented in the next section,
"Audit Results and Recommendations. "

AUNIT R&SULTS AND
R&COMMKNNATIONS

The results and recommendations of the
internal audit work are presented in this
section for each of the ten audit objectives
that were established and coordinated with
SOAH manasement.

Audit Objective I: Determine if each key
automated business system has adequate
security to protect against unauthorized
qccess to or changes to the software or
information contained in the system.

While the Information Resources
Department (IR or IR Department) has many
controls in place to provide reasonable
assurance against unauthorized access to or
changes to the software and information of
the key automated business systems, the IR
Department needs to improve access

controls and the documentation of the
controls.

To gain access to the agency's key
automated business software applications, a
person must have access rights to the
agency's computer network. Only current
SOAH employees have access rights to the
agency's network. Access to the SOAH
network is controlled by logon IDs and
passwords that are encrypted and required to
be changed every 90 days, which is
prompted by an automated process.

Employees that fail to create a new
password are locked out of the network after
five automatic advanced warnings to create a
new password.

Application passwords are required for the
key automated business applications with
the exception of CMS and HARP, which are
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MS Access-based systems. Access to these
applications beyond the network logon IDs
and passwords is restricted to authorized
personnel having MS Access installed in
their Windows confi guration.

The Information Security Manual specifies
from whom authorization must be received
to gain access to agency's key automated
business applications. While the Manual
specifies the Director of ALR Program shall
grant authorizations to the ALR Lotus Notes
system and the Chief Administrative Law
Judge shall grant authorizations to the MIP
system, the Docketing Manager and Chief
Operating Officer (COO) are granting
authorizations to the ALR system and the
COO is granting authorizations to the MIP
system.

The Information Security Manual describes
the processes of creating, changing and
revoking ID's and passwords for regular
employees, temporaries and contractors. To
complement the Information Security
Manual, the agency has developed and
implemented the use of a form, the New
Employee Notification form, designed for,
in part, identifring the agency's information
systems an employee should be granted
access. However, several deficiencies were
noted in the design of the form. While the
form identifies which systems an employee
should be granted access, the access rights
are limited to two categories (Read Only,
and Data Entry and Read Ability). There are
other rights to be considered such as editing
rights, deletion rights, and administrator
rights for granting and removing access.
For the MIP application, in addition to data
entry rights, there are process or execution
rights whereby a person approves, or
releases, data to the system after review of
the data entry performed by another
employee with data entry rights.

The form also authorizes access at the
software application level while greater
granularity ofaccess rights is necessary. For
example, MIP has a full range of accounting
transactions; each type of transaction access

should be authorized. ALR Lotus Notes has

employees assigned to multiple groups, with
each group having defined access rights to
multiple ALR Lotus Notes tables.
Employees' access rights should be

authorized considering the access rights of
the group relating to each of the
applications' tables. The need for more
defined access rights was also noted in
Timeslips whereby both the Docketing
Division and the Financial Services Division
need access for different reasons to different
data tables; however the authorization form
does not take the different needs into
consideration.

The form does not provide for approval by
the business owner that is primarily
responsible for the management information
system. For example, each manager is
responsible for completing the form for their
newly hired employees and identifuing
which systems they should have access to
and the type of access they should have.
This can result in a manager granting access

to a system that is the primary responsibility
of another manager or business owner
without the required authorization approval
of the responsible owner. Additionally,
managers are not necessarily properly
completing the New Employee Notification
form. Multiple instances by multiple
managers were noted where they did not
designate ifthe access rights being requested
were limited to Read Only, or to Data Entry
and Read Ability, the two categories of
access controlled by the form.

The form was put into use approximately in
the spring of 2004. However, many
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employees with the agency prior to that time
already had their access rights to the key
automated business systems established.
Based on discussions with management, the
access rights were based on an employee's
position and related job duties; however,
there is not specific documented
authorization for those employees' access
rights.

Without written authorization documenting
employees' access rights, it was necessary to
review and discuss employees' access rights
with management to determine the
appropriateness of the rights. Based on the
reviews, management concluded all persons
who have access authority that would allow
them to make changes to information in the
key automated business applications are
authorized to have such access and are
employees of the agency, with exception.
Five instances were noted where employees
had access to ALR Lotus Notes, but had
transferred to other divisions and no longer
need their access to the system. There were
two terminated employees identified that
continued to have access to the ALR Lotus
Notes system. This indicates the need for
better controls to ensure that access rights
are terminated when no longer needed, even
though other controls probably would have
precluded these individuals from accessing
these systems.

Recommendation 1: The Information
Security Manual should align
responsibilities for granting authorization
rights to gain access to agency's kuy
automated business applications with actual
practices and management's intentions. The
Manual currently specffies the Director of
ALR Program as being responsible for
granting authorizations to the ALR Lotus
Notes system and the Chief Administrative
Law Judge being responsible for granting

authorizations to the MIP system; however,

in actual practice, the Docketing Manager
and Chief Operating Officer are granting
authorizations to the ALR system and the
COO is granting authorizations to the MIP
system.

SOAH Management Response: The
Information Security Manual will be aligned
with current practices. The Chief ALJ will
assign designees to grant authorization to the
various key applications and systems.

Responsible Employee: Chief Operating Officer, IR
& Docketing Managers

Target Completion Date: December 31,2009

Recommendation 2: The Information
Security Manual should be updated to
require written processes, procedures and
documentation standards fo, creating,
changing and revoking ID's and passwords
to the agency's computer systems and
applications. The procedures should apply
to existing employees and changes in their
access rights, new hires, separations,
temporaries and contractors.

A form should be developed and
implemented for authorizing employees'
access rights. The form should include
consideration of changes in access rights of
existing employees, separations,
temporaries and contractors, as well as new
hires. The form should specify the types of
rights being granted, such as read, write,
edit, delete, etc. fo, each business
application and be at a sfficiently granular
level to restrict access rights, as

appropriate, to the necessary application
modules, tables, transactions, and data

fields an employee needs to perform their
job duties.
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The documentation authorizing access rights
should provide for the approval by the
designated business owner or manager of
the key automated business application that
is primarily responsible for the application
and the data it processes. The Information
Resources Department staff should not
process occess rights until the access rights
are clearly defined and authorization ls
properly documented as prescribed.

SOAH Management Response: The
Information Security Manual will include
processing procedures and documentation
for creating, changing and revoking ID's and
passwords for SOAH applications and
systems.

SOAH IR Department will develop and
implement a granting of rights tracking
database system. This system will provide
us with a more constructive method for
tracking assignments and changing of user
rights to SOAH applications and systems.

Responsible Employee: IR Manager

Target Completion Date: March 31,2010

Recommendation 3: The Information
Resources Department should prepare
detailed listings for each of the key
automated business applications specifying
the individuals that have been granted
access and their access rights. The IR
Department should work with appropriate
business owners of the key automated
business applications explaining, where
necessary, who hqs been granted what
rights to their applications. Once the
business owners are satisfied with the access
rights that have been granted to the
business applications, the business owners
should document their approval of the
access rights, which should be retained by

the IR Department as baseline
documentation of the business owners'
authorizqtions of access rights that have
been granted to the key automated business
applications.

SOAH Management Response: The
granting of rights tracking database system
described in SOAH's management response
to recommendation #2 will cover this
recommendation.

Responsible Employee: IR Manager

Target Completion Date: March 31,2010

Audit Objective 2: Determine if each key
automated business system is avqilable and
operating at all times when needed to
conduct a ge ncv bus i ne s s.

The SOAH computer network is available
and operating substantially 100 percent of
the time when needed by agency staff to
conduct agency business. While a log of
unscheduled downtime is not maintained by
the Information Resources Department, 19

of 22 respondents to a survey requested of
the 26 user staff employees replied that their
computer was operating and available for
use substantially 100 percent of the time.
The remaining three respondents replied
their computer was operating and available
for use more than 95% of the time.

The IR Department relies primarily on high-
quality reliable hardware, network
monitoring tools, an unintemrpted power
supply, and its backup and recovery
procedures to ensure the availability of the
SOAH computer network. The SOAH
Network servers have built in redundancies
to protect data against the loss of any one
disk. The Department also has an extended
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warranty agreement over a key server of the
system that acts as the data host for four of
the five key automated business software
applications; however, another data host
server for the fifth key automated business
application is not under warranty, as

discussed further in connection with Audit
Objective 3.

While it is the IR Department's goal to have
the network operating 24 hours a day, seven
days a week, technical support is formally
available only during business hours;
however, the agency's network specialists
carry pagers and are available after business
hours on an informal basis should the need
arise.

Recommendutions: None.

Audit Objective 3: Determine if there are
adequate backup and recovery procedures
to ensure that key automated business
systems can be restored in a timely manner
in the event of a system crash or similar
adverse event.

The IR Department has developed backup
and recovery procedures to provide
reasonable assurance the agency's
automated business systems can be restored
in a timely manner in the event of an adverse
system event. The Department has
developed an Information Resources
Department Business Continuity and
Disaster Recovery Plan that is a component
of the agency's disaster recovery plan, which
is considered fuither in connection with
Audit Objective 9. The IR Department's
disaster recovery plan includes strategies for
the: (1) comprehensive data backup and
rotation practices for agency's automated
data; (2) storage of backup tapes at the
Texas State Library, Records Management

Division (TSL RMD) facility; and (3)

retrieval and use of backup tapes in a timely
manner.

The IR Department conducts daily and

weekly incremental data backups that are

stored on tape in a fireproof locked safe in
the agency's computer server room. The

safe and server room are restricted to IR
staff by means of mechanical key locks.
Full monthly backup tapes are created for
storage at the off-site TSL RMD facility.
The IR Department has established an

effective and efficient system for submitting
and retrieving tapes from the off-site
location.

Testing of the incremental daily back-up
tapes is performed at the time the back-up
tapes are created through a file by file
comparison, with a log generated for any
problems which are noted. Users
periodically request recovery of deleted files
whereby recovery backup tapes are used if
alternative procedures to recover the files are

not successful. These uses of backup tapes
provide a random validation of the backup
and recovery procedures. There are adequate

backup and recovery procedures for
restoring the agency's systems in a timely
manner.

Two of the agency's servers act as data hosts
for the five key automated business systems.
While one of the servers is under an
extended warranty agreement that provides
timely responses to system problems and on-
site service if necessary, the data host server
for the MIP application, the SOAHWS1
server, is out of the manufacturer's warranty
period and is not eligible for coverage under
an extended warranty agreement because of
its age. While the Information Resources
Department recognizes the potential risks of
the server going down and not being able to
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restore it, the Information Security Offrcer
reports that the system has been very stable
and if it were to crash and recovery was not
possible, the data could be restored to
another server from the backup tapes
discussed above. The extent of loss
exposure would be limited to the data
processed the day the server went down
because of the daily backups that take place.
The Information Security Officer reports that
the Department intends to convert the data to
a newer seryer under warranty coverage
during FY 2010 if sufficient funding is
available.

Recommendations : None.

Audit Objective 4: Determine f the
outomated business system soft'vvare
documentation is up-to-date and whether
there is an ffictive system for authorizing
and documenting all changes that are made
to the software.

Key automated business system software
documentation is up-to-date for the HARP
system developed in-house, but not for the
CMS system developed through a third-party
vendor. The IR Department does not have a
policy or procedure regarding the
development and maintenance of software
documentation. There is an effective system
for authorizing and documenting all changes
that are made to the key automated business
system software, but there are not written
procedures for testing changes before they
are put into production.

MIP and Timeslips are off-the-shelf
software, i.e., computer software ready-
made and available for sale, lease, or license
to the general public. ALR Lotus Notes was
developed by another state agency.
Accordingly, SOAH does not have software

documentation for these applications and

does not attempt to make enhancements or
changes to the software.

HARP, another SOAH key automated
business software application of the agency,
was developed by the SOAH IR Department
development staff. The software
documentation appears to be current with
the most recent date of the software
documentation being ApriI 2009. While
there is not a documented process for
keeping system software documentation
current, the HARP software documentation
is updated by the IR staff as changes are

requested by the users.

CMS does not have software documentation
because SOAH did not include in its
specifications for the 3rd party developer the
requirement of providing SOAH software
documentation upon completion of the
project. Near completion of the project,
SOAH recognized the need for the software
documentation; however, the project was
over budget. Additionally, IR Manager
reports the project developers had left the
development company. Accordingly, the
software documentation was never received.

The IR Manager reports that SOAH has

never had significant problems with the
CMS software and the only change that has

typically been made to the software is the
addition of data fields. The agency has the
source code for CMS and the backend
database for the CMS application is in SQL,
i.e., a database computer language designed
for the retrieval and management of data in a
relational database management system.
The IR Manager reports these conditions
have mitigated potential problems associated
with the lack of software documentation
when enhancements or system fixes are
needed.
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There are no written policies and procedures
regarding the authorization and approval of
changes to the application; however, change
requests are supported by formal change
request forms that are self-explanatory. The
forms are formatted to document, among
other information, the requestor, the
applicable supervisor's or manager's
approval of the change request, the software
application, a description of the change
being requested, the IR Manager's approval
for making the change and final review of
the change, and acceptance ofthe change by
the requestor and the requestor's supervisor
or manager. A change log is not maintained;
however, the IR change request forms are
centrally maintained in a three-ring
notebook. A review of the change request
forms indicate that forms are being properly
completed.

The IR Department does not have written
policies and procedures regarding the testing
of changes made to the applications. IR
management and staff report that there have
been no significant changes made to the
CMS or HARP applications. Changes to
CMS generally consist of the addition of a
data field while changes to HARP relate to
changes in report formats, data fields to
report, and queries applied to the supporting
databases for retrieving specified desired
data. While there are no written procedures
for testing changes, the IR staff work with
the users to ensure changes are accurate and
that their change requests are satisfied. The
users review changes and document their
acceptance of changes on the previously
mentioned change request forms.

Recommendation 4: The IR Department
should develop and implement written
policies and procedures regarding the
development and maintenance of software

documentotion. The policies should identifu
employee positions responsible for
developing and maintaining the
documentation. The procedures should
include the types and content of required
documentation and the circumstances
warranting the updating of the
documentation. Required documentation
should include the sofrware requirements,
design specifications, technical
documentation including source code and
required text to describe the intended
operations, and user documentotion as

discussed further at Audit Objective 6. The
policies should also require soffi,vare
documentation to be a contract deliverable
of soft',uare to be developed for the agency
by third-party s oftw are developers.

SOAH Management Response: The IR
Manager will develop and implement policy
and procedures for a newly developed
system to include software documentation
and will identifu the employee position
responsible for maintaining the
documentation. The procedures will include
attributes recommended in this section by
the auditors.

Responsible Employee: IR Manager

Target Completion Date: January 31,2010

Recommendation 5: Written policies and
procedures should be developed for the
testing of software enhancements, bug fixes
or other changes to the agency's software to
ensure softtuare failures are detected and
corrected in a timely manner. The goal of
the tests should be detect and correct defects
in soffi,vare by contrasting a computer
program's expected results with its actual
results fo, a given set of inputs. The
procedures should incorporate the
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responsibilities and expectations of both IR
staffand users of the softuvare.

SOAH Management Response: The IR
Manager will develop and implement policy
and procedures for a newly developed
system to include software documentation
and will identifii the employee position
responsible for maintaining the
documentation. The procedures will include
attributes recommended in this section by
the auditors.

Responsible Employee: IR Manager

Target Completion Date: January 31,2010

Audit Objective 5: Determine if confidential
information rs maintained in any key
automated business systems and whether
there are adequate controls to ensure that

information is not disclosed.

The State Office of Administrative Hearings
has adequate controls in place to ensure that
confidential information maintained in its
key automated business systems is not
inappropriately disclosed. However, various
opportunities were noted to improve the
controls over confidential information as

discussed below.

The SOAH Employee Handbook includes a
policy, Disclosure of
Information/Confidentiality, which informs
employees that SOAH records may be
confidential and the records may not be
disclosed to third parties except under
limited circumstances. The policy further
requires employees to direct all questions
concerning the disclosure of information to
the appropriate supervisor, manager, or
Chief Administrative Law Judse.

Automated and manual and controls are m
place to provide reasonable assurance

confrdential information is not
inappropriately disclosed. The automated
controls include access rights and

restrictions to the agency's key automated
business systems that contain confidential
system. Another automated control coded
into the CMS system is a data field that can

be posted or flagged for cases identified as

being confidential. While all of the cases of
some of the agency's seryed by SOAH are

confidential, other cases are determined to
be confidential by the ALJ assigned to the
case.

Manual controls include a listing prepared

for the Docketing staff of agencies that
SOAH serves for which the cases are always
confidential. The physical or hard copy files
of the confidential cases are marked
"confidential." All open records requests

must be processed through the SOAH
General Counsel who will review the
requested information to ensure confidential
information is not inappropriately being
disclosed. Additionally, the managers will
mark information being requested as

confidential, if appropriate, before routing
the information to the General Counsel for
consideration.

There is a section in the Information
Security Manual, Responsibility fo,
Information, which defines the levels of
responsibility for information. The section
states that the owner of SOAH information
is the manager of the program responsible
for the information and provides a listing of
the owners' responsibilities, including the
following:

o Ensuring that cost-effective security
controls to protect information against
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unauthorized modification, disclosure or
destruction.

o Granting or revoking data access for
their programs. Each program manager
is charged with responsibility to
coordinate with IR for these access

changes.
o Working with the Information Security

Officer to classifv the data used bv their
program.

A section of the Information Security
Manual elaborates on the classification of
information and defines confidential
information &S, "Information that is
prohibited from disclosure by the Texas
Public Information Act." The section refers
to responsibilities of the SOAH program
managers for the information assets of the
agency used in carrying out the programs
under their direction and states that part of
that responsibility is to properly classifu
program information, which helps the
program manager, the user, and the
Information Security Officer determine the
type ofcontrol required to adequately secure
the information. However, inconsistencies
were noted between the opinions of the
Information Resource Manager and program
managers as to which systems contained
confidential information. Additionally, the
Chief Operating Officer expressed concern
about source documents used to enter judges
time spent on cases into the key automated
business system used for billing purposes.
The source documents contain the docket
numbers md, at times, the names of
respondents to confidential cases. While
only the initials of the respondents are
entered into the system to protect the
confidentiality of the respondent, the source
documents with the respondents' full names
could be used to associate a respondent with
confi dential case information.

Based on the survey of agency employees,

six docketing employees that have access to
CMS, which contains confidential
information, responded to the survey
question, "Do you handle or process

confidential information?" Two of the
respondents said they were not sure if they
processed or handled confidential
information while one of the respondents

said they did not handle or process

confidential information. One of the

respondents who was not sure if they
processed or handled confidential
information replied they were not aware of
the policies and procedures regarding the
conhdentiality of information while the
respondent that said they did not handle or
process confidential information did not
respond to the question regarding their
awareness of confidentiality policies and
procedures. Of 14 respondents that said they
have access to ALR Lotus Notes, another
system containing confidential information,
11 of the respondents stated they were aware
of the agency's policies and procedures
regarding confidential information while
three of the respondents stated they were not
aware of the policies and procedures.

Recommendation 6: SOAH managers
should periodically educate/inform
employees regarding information the agency

considers to be confidential and employee
responsibilities fo, non-disclosure of
confidential information that they process in
connection with their job duties.

SOAH Management Response:
o CMS (Case Management System)
Cases in CMS are flagged to designate that a
case file is considered confidential. The
information that is entered in CMS contains
only initials or a number as a style identifier
and does not contain any information that
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cannot be provided to the public. The
purpose for flagging a case in CMS as

confidential is to readily identifr that the
entire case itself is confidential. Any
information that might be requested from the
case hle is handled through SOAH's
General Counsel, as appropriate and in
conformance with the applicable law and
SOAH's policies and procedures.

o Lotus Notes (ALR)
This database contains the driver's license
number and is considered confidential
information.

SOAH agrees with the recommendation that
all home office and field office personnel
processing or handling ALR cases should
follow SOAH's policies and procedures
regarding any distribution of information.
Additionally, SOAH's current Docketing
employees will be reminded what is
confidential and given a copy of Chapter V,
page 14 of SOAH's Policies and Procedures
regarding confidentiality. Any new
Docketing employees will receive training
on what information is confidential to ensure
that they are aware of SOAH's policy and
procedure on the matter.

Responsible Employee: Docketing Manager

Target Completion Date: August 31, 2009

Recommendation 7: SOAH should establish
a policy requiring the ALJs to use the
initials of respondents on the time records
submitted to Financial Services for posting
to the applicable information systems to help
ensure the confidentiality of respondents in
confidential cases.

SOAH Management Response: SOAH
agrees with this recommendation. SOAH
notes that its longstanding practice is to use

a party's initials or other identiffing
mechanism in confidential cases, including
on the timesheets. It is the rare exception
that the practice is not
observed. Nevertheless, SOAH will develop
a policy implementing its longstanding
practice.

Responsible Employee: General Counsel

Target Completion Date: November 1,2009

Audit Objective 6: Determine if there are
adequate, up-to-date user manuals and
procedures -fo, all users of the key
automate d bus ine s s sv stems.

Guidance and instructions for use of the key
automated business software applications
consists of user manuals andlor automated
help features associated with off-the-shelf
software and user procedures that
incorporate the use of the key automated
business software applications into the
business processes of the staff using the
automated applications. The manuals and
procedures are considered to be adequate
and up-to-date for each of the key automated
business systems, although some
improvements in the documentation and
accessibility of procedures are needed as

discussed below.

The CMS procedures are regularly used
because the CMS procedures are tailored for
the unique processing needs of each of the
SOAH client agencies. The HARP
procedures are regularly used because ofthe
complexity of the process to prepare a

HARP report and because of the frequent
changes to the HARP report format or
content and HARP system. User
procedures for the other three key business
applications are considered useful even
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though they are not used often because of
the staff s familiarity with their job
responsibilities. The SOAH staff members
surveyed report they find the user procedures
especially useful for training new employees
and in instances when it is necessary to
perform an employee's job duties in their
absence.

Based on interviews with staff and review of
the user procedures, the procedures for each
of the key business applications were found
to be thorough, clear and concise. The
procedures are complemented with copies of
the relevant software applications screens
used by the staff in their business processes
and for data entry purposes. The procedures
provide the sequential steps for data entry to
the key automated business applications and
appear to be user friendly and easy to use.
The procedures are generally dated,
including the dates of revisions, with the
exception of the Docketing Division's
procedures that include procedures for ALR
Lotus Notes, CMS, and Timeslips.

While the user procedures are considered to
be generally adequate, the HARP procedures
need to be complemented with procedures
regarding the process of making changes to a
HARP report after it has been prepared,
supported, documented, and reviewed for
accuracy. Currently the Fiscal Services
Division has processes in place to provide
reasonable assurance of the completeness
and accuracy of a HARP report and that it is
adequately supported and documented;
however, on occasions, there are changes
made to the report after the Fiscal Services
Division considers the report complete. The
changes may be made by senior staff, the
Executive Division or by the Information
Resources Staff for legitimate reasons;
however, there is not a fon4al process in
place to inforrn the Fiscal Services Division

of the changes to allow them to correct any
processes they have in place or data that may
affect future reports.

The ALR Lotus Notes user procedures are in
the process of being updated. While the

ALR Lotus Notes system rarely has changes
made to it, the business processes have

changed over the years. As the Austin office
has updated their user procedures, they were
made available to the field offices; however,
each field office maintains their own
procedures according to its manner and
methods of conducting business. One of the
goals of the current procedures being
developed is to promote consistency in
business processes across all of the SOAH
offices. The procedures are expected to be

completed by the end of the fiscal year and
expectations are being established for the
field offices to implement the standard
procedures.

The CMS, MIP and Timeslips
procedures are considered to be current.
MIP procedures for the most common types
of accounting entries have been updated
since the last quarter of calendar year 2008.
The procedures were in need of updating
because of a new version of MIP released in
late summer 2008. Less common
procedures such as those related to year-end
closing procedures will be updated in
connection with closing the accounting
records for the current fiscal year.

Management indicated in a previous internal
audit that a numbering system and electronic
filing system will be developed as a part of
this process.

Recommendation 8.' The HARP user
procedures should be complemented with a
written process to document and support
changes made to a HARP report after the
Fiscal Services Division releases the report

user
The
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to the agency fo, distribution. The
procedures should include quality control
processes to provide reasonable assurance
of the appropriateness of the changes and
that the changes result in a complete and
accurate HARP report. The procedures
should also provide a mechanism to inform
the Fiscal Services Division of any changes
to the HARP report so they may take
corrective actions regarding the HARP
reportformat, content and data, as needed.

SOAH Management Response: SOAH
agrees with this recommendation. SOAH's
Operations (Fiscal) will develop a report to
reflect all changes made to the HARP report
and maintain the reports.

Responsible Employee: Chief Operating Officer

Target Completion Date: October 31,2009

The IR Department provides strong
technical support to the agency's computer
system end-users. End-users having
questions or system software problems
contact the IR helpdesk for assistance. The
helpdesk team member attempts to assist the
end-user to the maximum degree possible.
If the problem exceeds the helpdesk team
member's abilities or requires system
modification, the helpdesk team member
contacts the appropriate IR team members to
respond to the request for support or, if
necessary, contacts external resources.

Users requesting changes or enhancements

to the key automated business systems or
development of reports prepare and submit
to the IR Department a standardized change
request form, the Database Change/Request
Form & Report Generation Request. The
change request form includes the requestor's
name and date, the software applications for
which the request is made, a description of
the change or request, and approval of the
change request by the requestor's supervisor
or manager. There is an expected due date

that is completed by the requestor; however,
if the date is unreasonable, the IR staff will
negotiate a new date. There is an initial
approval by the IR Manager approving the
project and final review approval by the IR
Manager upon completion of the project.
The requestor and requestor's manager or
supervisor document their acceptance of the

services provided by the IR staff by dating
and signing the form.

Interviews with nine user employees,
including two managers, indicate they are

satisfied with the timelines of the IR staff
members' responses to requests for technical
support. The users also reported the IR staff
effectively communicates the status of
technical support requests and resolution or
completion of the requests.

A survey sent to 26 employees resulted in 22
responses. Of the 22 respondents, 20
responded to questions regarding their
satisfaction with the IR support. Sixty
percent ofthe respondents (12 of20) ranked
their satisfaction with the IR support they
receive on the key business applications as a

10 on a 10 point scale with 10 being
completely satisfied. Eighty percent (16 of
20) ranked their satisfaction as an 8 or
above. Ten percent (2 of 20) ranked their
satisfaction as a 6 or less.

Audit Objective 7: Determine if there is
adequate technical support -for key
automated business systems in terms of
responding to user questions, softuuare
problems, change requests and similar
issues involving the ongoing support of the

ication.
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Recommendations: None.

Audit Objective 8: Determine if there are
adequate input controls and reasonableness
checlcs to ensure the accuracy of information
entered into key automated business
systems.

The key automated business systems used by
the SOAH have an adequate level and
combination of input controls and output
controls derived from the business rules for
each automated business system to provide
reasonable assurance of the accuracy of
information entered into the automated
information system.

Input controls are reasonably assured with
widely used off-the-shelf software
applications such as MIP and Timeslips.
Input controls such as formatted data fields
force alpha and numeric data entry and
dates, as appropriate. Considerable use of
drop down menus force the entry of
standardized data that helps minimize the
entry of incorrect data while sequential
docket numbers promote complete and full
processing of cases heard by the
administrative law judges.

Data entered to the MIP system is performed
by one employee while another employee is
responsible for reviewing the accuracy of the
data entry and releasing the data to the MIP
data tables in support of a permanent record.
The CMS and Timeslips data is reviewed for
accuracy on the backend of data entry.
Output is generated from the systems and
compared to the input to provide reasonable
assnrance of the accuracy of the dataentry.

ALR Lotus Notes relies primarily upon the
docket clerks that enter the data to ensure
the accuracy of the data. Each docket data

entry clerk is responsible for a second look
ofthe data they enter to the system before a
record is saved. It is not reasonable to try to
perform an independent review of the data

entered into the ALR Lotus Notes system
because there are over 25,000 cases a year,
the data is entered by the field ofhces
throughout the state and the supporting data
is located in the field offrce until the case is
closed and the files are prepared for
permanent storage.

HARP reports are provided to the
Legislative Budget Board and to Legislative
oversight committees. Procedures to
prepare a HARP report are thoroughly
documented; however, the preparation of the
HARP reports is a complicated process that
requires close coordination by the preparer
of the report and the HARP specialist in the
Information Resources Department, the
automated importation of data from MIP,
ALR Lotus Notes and Timeslips and manual
entry of additional data from ALR Lotus
Notes. There is a thorough review and
documentation of the HARP report by the
preparer of the report, including a

reconciliation of data from the supporting
information systems to the HARP reported
data,to ensure the accuracy of the report and
that the report is adequately documented.
SOAH senior staff also review the reports
for reasonableness; however, there is not an
independent review of HARP reports to the
supporting documentation by someone other
than by the preparer of the report.

Recommendation 9: Written procedures
should be developed and implemented
requiring on employee other than the
preporer of the HARP report to review and
approve completed HARP reports and the
supporting documentation accumulated by
the preparer of the report. The review and
approval should focus on the reconciliation
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of data from the source information systems
with the HARP reported data to provide
reasonable assurance the HARP report is
prepared, and the controls designed by
mqnagement to ensure the accuracy of the
report are being applied, as intended by
management.

SOAH Management Response: SOAH
agrees with this recommendation. SOAH
notes that our current practice is for senior
management to perform the final review of
HARP; however, this is not formally
documented. Procedures will be written for
the review process.

Responsible Employee: Chief Operating Oflicer

Target Completion Date: October 31,2009

Audit Objective 9: Determine f the key
automated business systems are specffically
covered and addressed in the disaster
recovery/busine ss contingency plan.

The SOAH Business Continuity and
Disaster Recovery Plan (the Plan) consists of
a planning document for the agency (the
Agency Plan) that incorporates, by
reference, the SOAH Information Resources
Business Continuity and Disaster Recovery
Plan (the IR Plan). The goal of the Agency
Plan is to identiS' and/or establish: (1)
emergency evacuation gathering sites for the
agency's central and field offices; and (2)
procedures that will enable SOAH to
respond to a disaster so that critical business
functions resume, and stricken facilities are
repaired or replaced, as soon as possible.

While the Plan does not specifically identifu
the key business applications for recovery,
the objectives of the IR Plan is to, "Facilitate
the recovery and restoration of mission-

essential data processing and

telecommunications capabilities and
services." The core business functions
prioritized for recovery in the IR Plan
include Docketing, Accounting and
Budgeting, which are the business units
responsible for the data entry to and data
quality of the key automated business
applications.

Recovery operations of the Information
Resources Department are referenced in the
Agency Plan to the IR Plan. A critical
component the IR Plan is the agency's data
backup and recovery procedures. Recovery
operations for Docketing and Fiscal, which
includes Accounting and Budgeting, are
included in the Agency Plan. Recovery
operations for each of the agency's sections
are broad-based operational plans that
provide general procedures to be taken and
the personnel positions responsible for
recovery of the agency's automated business
systems and divisional functional activities
in the event of a disaster.

The Agency Plan requires that it be tristed
annually and that prior to each test, the
Disaster Recovery Management Team
develop a scenario for use during the test
while the IR Plan requires the plan to be

tested, in whole or in part, at least once
annually and that the test will be announced
to all Division Managers/Directors 60 days
prior to testing. However, the plans are not
being formally tested. Although the IR
Department considers its periodic restoration
of files and servers that occur in the normal
course of business as tests of the IR Plan,
scheduled tests of the Plan are not preformed
on a regular basis. The last formal test was
in the form of a "table top" test that was
designed with the goal of discussing the
over-arching concepts of the Plan as well as

the details of the Plan and makins sure the
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users were awa.re of the Plan and their
responsibilities.

An overly long period of time
(approximately l0 years) has elapsed since
the table top test of the Plan discussed in the
previous paragraph. The Docketing
Manager was in another position and did not
participate in the table top test while the
agency's Chief Operations Officer, Chief
Information Officer and Risk Manager were
not employed by the agency at the time of
the test. Each of these positions and
individuals are members of the agency's
Disaster Recovery Team and are responsible
for essential functions of agency.

Surveys were solicited from 26 "user"
employees. Six of 22 respondents were
aware of a business continuity plan designed
to continue conducting business in the event
of a nature or manmade disaster. Sixteen of
the respondents were not aware of the plan.
Of the respondents being aware of the plan,
their perceptions of the expectations of their
roles in the event of a disaster were
insufficient to provide reasonable assurance
of successful business continuity. None of
the 22 respondents have ever participated in
a test of the business continuity plan.

Recommendation 10: SOAH should conduct
periodic table top tests of the agency's
Business Continuity and Disaster Recovery
Plan, including the informqtion resources
component, in accordance with the
requirements specified in the plans.
Lessons learned from the tests, including the
identification of business continuity and
disaster recovery plans that ore overly
broad, should be used as a basis for
improving the plans.

SOAH Management Response:
Information Resources Response - The

basis of the entire Information Resources
Business Continuity Plan (IR BCP) is
restoring files from backup tapes onto
hardware to be provided by our purchasing
team, in space provided by our facilities
management team. The IR department
restores files, sometimes entire volumes, in
the routine course of our business, or upon
server hardware replacement. Although not
documented as a test of the IR BCP, these
file, volume, of server "restorations"
validate the whole process, and thereby the
core of the IR BCP.

In the future, the IR Department will
document these routine restorations and

conduct formal annual tabletop tests of the
IR BCP.

Human Resources Response The
Disaster Recovery Management Team will
conduct a tabletop test of the Agency BCP
on a schedule to coincide with the annual IR
BCP test. Revisions will be made to the
Agency and IR BCPs as necessary, based on
the results of these tests.

Responsible Employees: Security Officer &
HR Manager

Target Completion Date: May 31,2010

Recommendation 11: SOAH should
implement a business continuity and disaster
recovery plan awareness campaign that
periodically (at least annually) reminds the
agency's employees of the possibility of
natural or manmade disasters, the agency's
plans to recover in the event of a disaster,
and employees' responsibilities associated
with the agency's plans and recovery
operations.
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SOAH Management Response: The Risk
Manager will conduct an online
BCP/Disaster Recovery Plan awareness
campaign annually which will remind the
agency's employees of the possibility of
disasters which could affect the agency's
ability to conduct business. The campaign
will consist of emails and dedicated space on
the agency's intranet site.

Responsible Employee: HR Manager

Target Completion Date: March l, 2010

Audit Objective 10: Determine if
alternative staff members are adequately
cross-trained to use key automated business
systems in the absence of the primary users
of the systems.

Sixteen of the 20 respondents to an
employee survey believe there is another
staff adequately trained on the business
software applications to satisfactorily
perform the respondent' s j ob responsibilitie s

in their absence. Three of the respondents
that did not believe they had adequate
backups were administrative technicians in
the field responsible for data entry to ALR
Lotus Notes. The Docketing Manager is
prepared to transfer adequately trained
administrative technicians between the
agency's field offices as necessary to ensure
continued operations in the extended
absence of one or more of the administrative
technicians at the agency's offices. The
Chief Financial Officer previously
performed the work of the fourth employee
that did not believe there was an adequately
trained backup person to perform her job
duties in her absence. The COO believes
she could fulfill the employee's duties until
a replacement for the employee was trained.

The Information Resources Department staff
appears adequately trained and cross trained
or have alternative strategies in place to
respond to technical support needs of the

agency staff in regard to the key automated
business applications and the servers and

network upon which they run based upon
interviews with the IR Manager and staff as

well as the results of the employee survey
regarding their overall positive satisfaction
with the information resources technical
support. While the IR Department staff is
generally trained and cross-trained to
provide the agency's staff its technical
support needs, the IR Department relies
primarily upon a contracted third party for
technical support for the off-the-shelf MIP
business application as backup for the IR
employee that provides primary support to
the agency's users. Additionally, the IR
Department accepts the risk of not having a

designated backup employee to provide
technical support of the HARP application
in the absence of the primary IR support
employee. The Department believes the
application, which is in MS Access and is
primarily a reporting tool drawing data from
other databases, is fairly simple and the
software documentation is considered to be

well maintained and current should there be

a need for technical backup support.

Recommendations: None.

,|. * {< * {. * {< {< {< rF {< * {< *
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Appendix l.: Listing of Key Automated Business Systems

Key Automated
Business Svstem

Purpose Primary User Divisions

Case Management System
(cMS)

General Cases

Management
Docketing

Administrative License
Revocation (ALR) Lotus
Notes

ALR case judge
timekeeping and ALR
management; i.e.
Drivers'license
suspensions

Docketing, Field Offices,
Financial Services

Timeslips General casesjudges'
timekeeping

Financial Services,
Docketing

Micro Information
Products (MIP)

Internal Accounting and
Budgeting

Financial Services

Hearings Activity Report
Program (HARP) Case reporting system Financial Services
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EXECUTIVE SUMMARY

Audit Purpose and Scope

The primary pu{poses of the intemal audit
were to evaluate the adequacy of the
accounting and budgeting systems for
providing financial information for decision-
making and reporting, the adequacy of
internal controls over the agency accounting,
budgeting and payroll functions and the
effectiveness and efficiency of operating
procedures.

There are adequate internal controls over
travel voucher processing, processing
procedures are and travel vouchers are

being processed in a timely manner, but
the process is not efficient because

duplicate filing systems are maintained by
the Travel Coordinator and Operations.
There is a weakness in internal controls
over the processing of incoming revenues
and preparing deposit vouchers, but other
than this one internal control weakness,
the procedures for receiving and
depositing cash receipts are effective and
efficient. The internal control weakness is
cash receipts recorded by Docketing and
field offices are not reconciled to the
deposits made in USAS for the month.
Journal vouchers prepared to correct prior
entries should be reviewed and approved
by the Chief Operating Office.r so that she

is aware of any corrections being made to
the accounting systems.

SOAH has an effective budgeting system
for monitoring, controlling and reporting
on agency revenues and expenditures.
Payroll processing procedures are
effective and efficient and there is
appropriate management approval and
supporting documentation for all payroll
transactions.
SOAH's Annual Financial Report has

adequate supporting documentation and
an audit trail to the accounting records.

Required accounting, budgeting and
payroll reports for external entities were
accurate, timely, and well documented.
Although Operations has a number of
written procedures and the procedures are
generally comprehensive and have
adequate detail, there is no numbering
system and there is no record of when the
procedures were developed or last
reviewed and revised.

Key Audit Observations

Adequate controls have been established
within the accounting systems to ensure
compliance with all legislative
requirements and restrictions regarding
the agency's spending authority.
The Uniform Statewide Accounting
System (USAS) and the agency's internal
accounting system (MIP) are adequately
structured to comply with the agency's
Appropriation Bill.
All FY 2008 reconciliations completed
included adequate supponmg
documentation and all required
corrections were made in MIP and USAS
so that the two systems were in
agreement, but not all reconciliations
were completed in a timely manner.
There are adequate internal controls over
purchase voucher processing, processing
procedures are effective, and purchase
and vouchers are being processed in a
timely manner, but current processing
procedures are not efficient.
Most agencies that use MIP have
developed an electronic interface so that
information can be entered into MIP and
then electronically posted to USAS.
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Signifi cant Audit Recommendations

.o

Reconciliations should be completed on a
timely basis, i.e., within 30 days of the
prior month's activity.
Invoices should be entered into the
purchase voucher log on the date received
to ensure that they are not lost or
misplaced. Purchase vouchers should be
entered into USAS with a scheduled
payment date when they are approved for
payrnent rather than being held until near
the payment due date.

The Chief Operating Officer should
investigate the feasibility of
implementing an electronic interface
between the MIP and USAS accounting
systems.

A dollar threshold should be established
for approval of purchase requests by the
Chief Administrative Law Judge.
A monthly report should be generated
from the cash receipts database and
reconciled to monthly USAS deposits by
someone independent of the deposit
preparation process.

Field offices and Docketing should
restrictively endorse all checks when
received and the field ofhces and
Docketing should be instructed to send
cash and checks to Operations when
received.
All journal vouchers that involve
corrections of prior transactions should be
reviewed and approved by the Chief
Operating Officer.

AUDIT PURPOSE & SCOPE

The primary purposes of the internal audit
were to evaluate the adequacy of the
accounting and budgeting systems for
providing financial information for decision-
making and reporting, the adequacy of
internal controls over the agency accounting,
budgeting and payroll functions and the
effectiveness and efficiency of operating
procedures.

The scope of internal audit work included
review, analysis, andlor testing of the
following areas:

o structure of the accounting system;
. accountingreconciliations;
o processing of purchase vouchers,

travel vouchers, deposit vouchers
andjournal vouchers;

o budgeting system;
o operating budget reports and other

financial reports provided to
management;

o payroll processing and payroll
reporting;

o the annual financial report and other
financial reports provided to external
entities; and

o accounting policies and procedures.

Specific audit objectives for each of these
audit areas were developed and coordinated
with SOAH manaqement.

Managementts Response

Management concurs with the findings and
recommendations in the report. Staff
responsibilities and completion dates have
been established for implementing each
recommendation.
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AUDIT RESULTS AND
RECOMMENDATIONS

The results and recommendations of the
internal audit work are presented in this
section for each of the eleven audit
objectives that were established and
coordinated with SOAH manasement.

The Uniform Statewide Accounting System
(USAS) and the agency's internal
accounting system (MIP) are adequately
structured to comply with the agency's
Appropriation Bill. The MIP system was not
designed to include appropriation numbers,
but staff has developed a mechanism to
summarize information in a way that it is
compatible with USAS reporting by using
program cost accounts (PCAs) to match
appropriation funding strategies.

Adequate controls have been established
within the accounting systems to ensure
compliance with all legislative requirements
and restrictions regarding the agency's
spending authority. Entries in the USAS
system and the MIP system match the
amounts appropriated to the agency in the
Appropriations Bill and Article IX of the
Appropriations Bill. Appropriation Riders
involving financing are monitored through

the agency budget as further discussed in
Audit Objective 8.

Recommendations : None.

Audit Objective 2: Determine if there is a
documented reconciliation of the USAS and
MIP accounting systems and tf the
reconciliation is performed in a timely
monner each month.

Four different reconciliations are performed
each month between information in USAS
and MIP. These reconciliations are for
revenue, accounts receivable, expenditures
and fringe benefits. There are written
procedures for each type of reconciliation.
Nine monthly reconciliations for FY 2008
were complete at the beginning of the audit
in December 2008. All FY 2008
reconciliations completed included adequate
supporting documentation and all required
corrections were made in MIP and USAS so

that the two systems were in agreement.

During the audit, the remaining three months
of FY 2008 were completed. Normally
reconciliations should be completed within
30 days of the end of the month. This
ensures that any effors or omissions have
been corrected and budget reports are correct
for monitoring the agency's revenues and
expenditures. Management cited several
reasons for the delay in completion of the
reconciliations for June, July and August
2008 included the learning curve of a new
employee, and the need for staff to complete
the Annual Financial Report and budget
submission for FY 2009.

Recommendation 1: Reconciliations
should be completed on a timely basis, i.e.,

within 30 days of the prior month's activity.

Audit Objective I: Determine f the
Uniform Statewide Accounting System
(USAS) and the agency's internal
accounting system (MIP) are adequately
structured to comply with the agency's
Appropriation Bill and if adequate controls
have been established within the accounting
systems to ensure compliance with all
legislative requirements and restrictions
regarding the 's spending authority.
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SOAH Management Response: SOAH
agrees with the recommendation.

Responsible Employee: Chief Operating Officer
Target Completion Date: February 28,2009

There are adequate intemal controls over
purchase voucher and interagency
transaction processing, processing
procedures are effective, and purchase and
interagency transaction vouchers are being
processed in a timely manner, but current
processing procedures are not efficient in
several areas.

Audit testing indicated that all payment
vouchers were processed accurately in
accordance with established asencv
procedures, adequate supporting
documentation was included with all
voucher payments, and all purchase and
interagency transaction vouchers were paid
by the established deadlines. There is one
internal control weakness in processing
purchase vouchers. Invoices are not logged
upon receipt, which increases the risk of loss
of the invoice or delays in meeting the
payment deadline for the invoice. They are
logged into a purchase voucher log at the
time they are entered into USAS for
payment, which may be several weeks after
actual receipt. This increases the likelihood
that the invoice could be misplaced or the
deadline for payment could pass before the
invoice is entered into USAS for payment.

There are several inefficiencies in
processing purchase vouchers. The most
significant inefficiency is the duplicate data
entry that is required for entering
information into USAS and MIP. Most
agencies that use MIP have developed an
electronic interface so that information can
be entered into MIP and then electronically
posted to USAS. This electronic interface is
also used for entering revenues into MIP and
USAS. Ziegner Technologies (Z-Tech) is a
company that has developed the MIPAJSAS
interface for most state agencies using MIP.
The cost to develop and implement this
interface is very reasonable and most
agencies will achieve cost savings in terms
of reduced staff time for data entry and time
savings in performing monthly
reconciliations between MIP and USAS that
will result in a quick payback of the costs
incurred in developing the required
interface. SOAH needs to investigate the
feasibility and costs of an electronic
interface between MIP and USAS.

Another inefficiency deals with the need for
the Chief Administrative Law Judge to
approve all purchase requests. It is
inefficient to require the Chief
Administrative Law Judge to participate in
this administrative function for normal
operating purchases of the agency. Her
control should rest in the review of the
budget that is approved and monitored
throughout the fiscal year. A purchasing
threshold should be established so that she

would only need to approve purchase
requests over a certain dollar amount, i.e.,

$5,000 for example.

Recommendation 2: Invoices should be

entered into the purchase voucher log on the
date received to ensure that they are not lost
or misplaced. Purchase vouchers should be

entered into USAS with a scheduled payment

Audit Objective 3: Determine if there are
adequate internal controls over purchase
voucher and interagency transaction
processing, f the procedures are ffictive
and fficient, and if purchase and
interagency transaction vouchers are being

ssed in a timelv monner.
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date when they are approved for payment
rather than. being held until near the
payment due date.

SOAH Management Response: SOAH
agrees with the recommendation.

Responsible Employee : Chief Operating Officer
Target Completion Date: March 16,2009

Recommendation 3: The Chief Operating
Officer should investigate the feasibility of
implementing an electronic interface
between the MIP and USAS accounting
systems.

SOAH Management Response: SOAH
agrees with the recommendation.

Responsible Employee: Chief Operating Officer
Target Completion Date: July 31,2009

Recommendation 4: A dollar threshold
should be established for approval of
purchase requests by the Chief
Administrative Law Judge. Most agencies
use a threshold of $5,000 to minimize the
need for the executive head to approve
routine agency purchases.

SOAH Management Response: SOAH
agrees with the recommendation. The Chief
ALJ and Chief Operating Officer had
initiated discussions on this subject in 2008,
and they will establish an actual threshold
and guidelines in the near future.

Responsible Employee: Chief Administrative Law
Judge and Chief Operating Officer
Target Completion Date: July 31,2009

Audit Objective 4: Determine if there are
adequate internal controls over travel
voucher processing, f the procedures are

ffictive and fficient, and if travel vouchers
are being processed in a timely manner.

There are adequate internal controls over
travel voucher processing, processing
procedures are and travel vouchers are being
processed in a timely manner, but the
process is not efficient because duplicate
filing systems are maintained by the Travel
Coordinator and Operations.

SOAH has developed travel rules that are

concise, follow Comptroller requirements
and identiff all requirements and procedures

for those responsible for submitting,
reviewing and approving travel vouchers.

Travel is reviewed and verified for
compliance with State requirements by the
Travel Coordinator, rather than by
Operations. Operations pays the travel
vouchers approved by the Travel
Coordinator. Both the Travel Coordinator
and Operations maintain files of the paid
travel vouchers, but neither is complete.
The Travel Coordinator keeps the original
travel voucher and supporting
documentation for five years per State

records retention requirements, but she does

not have the copy with the payment approval
by Operations, nor does she have the
information about when the payment was
made in USAS. Operations has a copy of
the travel voucher with the payment
information, but none of the travel voucher
supporting documentation. These travel
vouchers are filed in an "information" file
and retained for one year and then shredded.
Since the Travel Coordinator is maintaining
the official travel voucher files, she needs to
have the complete file. It would be more
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efficient for the Travel Coordinator to
submit the original travel voucher and
supporting documentation to Operations.
Upon payment of the travel voucher, the
original travel voucher with payment
information and supporting documentation
would be returned to the Travel Coordinator
for filing.

Audit testing of travel vouchers indicated
that all vouchers were processed in
accordance with agency procedures and had
adequate supporting documentation to meet
State requirements. A11 vouchers were paid
within 30 days, although the supervisor
approval date did not always occur within
the five days specified in the agency travel
rules.

Recommendution 5: The original copy of
paid travel vouchers with approval
signatures and payment information should
be retained by the Travel Coordinator.

SOAH Management Response: SOAH
agrees with the recommendation.

Responsible Employee: Travel Coordinator and
Chief Operating Officer
Target Completion Date: March 31,2009

There is a weakness in internal controls over
the processing of incoming revenues and
preparing deposit vouchers, but other than
this one internal control weakness, the
procedures for receiving and depositing cash

receipts are effective and efficient. Due to
delays in receiving deposits from the field
offices, deposits are not always processed in
accordance with required state time frames.

Checks received by Docketing and field
offices are sent to Operations along with a

cash and check receipt form that is generated

from a cash receipts database system.
Checks received by Operations are endorsed
when received and locked in a lock box until
deposited every Tuesday and Thursday.
Deposits are entered by one employee,
approved and released in USAS by another
employee and taken to the Treasury by
another SOAH employee not in the fiscal
area. This is an appropriate segregation of
duties, however, there is a significant
internal control weakness because the cash

receipts recorded by Docketing and field
offices are not reconciled to the actual
deposits made in USAS for the month. As a

result, the loss or theft of cash receipts
would not be detected in a timely manner. A
monthly report should be generated from the
cash receipts database and reconciled to
monthly USAS deposits. In addition,
controls would be improved if field offices
and Docketing restrictively endorsed (For
Deposit Only, State Office of Administrative
Hearings) all checks when received.

Audit testing indicated that all deposits had

adequate supporting documentation.
Payments were timely entered into MIP for
accounts receivable and other payments
received. Agencies are required to deposit
cash receipts in three business days. Based
on the earliest date noted on cash or checks
in each deposit tested, the business days to
deposit checks ranged from five to 13. This
indicates that SOAH needs to ensure that
field offices submit cash receipts timelier so

that Operations can make deposits timelier.
The person receiving checks and cash should

Audit Objective 5: Determine if there are
adequate internal controls over the
processing of incoming revenues and
deposit vouchers, f the procedures are

ffictive and fficient, and if deposits are
being processed in accordance with

ired state timeframes.
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date stamp the cash receipt forms to
document when funds were actually received
in Operations.

We noted that employees reimburse SOAH
for personal telephone calls with cash even
though the agency policy indicates this must
be done by check or money order. The
agency also accepts cash for services
provided to customers such as purchase of a
CD. Accepting cash poses more risks than
checks, however, since the person is issued a

receipt from the cash and check receipt
system, this is an adequate control process,
assuming that a monthly reconciliation is
done as noted above. We also noted that the
written procedure for deposits does not
provide sufficient details for a person not
familiar with this task to enter a deposit.
Procedures concerning endorsement of
checks, date stamping the check receipt
forms and filing are not addressed in the
procedure. The procedure needs to be
updated to include all the details necessary
to prepare a deposit.

Finally, we noted that Fiscal processes many
low dollar items i.e., $1 to copy a CD. An
analysis of the total costs of completing an
order for a copy of a CD (including the time
required to receive and deposit the money)
should be made to determine if this is a
reasonable fee.

Recommendation 6: A monthly report
should be generated from the cash receipts
database and reconciled to monthly USAS
deposits by someone independent of the
depo s it pr eparation proce s s.

SOAH Management Response: SOAH
agrees with the recommendation.

Responsible Employee: Chief Operating Officer
Target Completion Date: April 30,2009

Recommendation 7: Field ffices and
Docketing should restrictively endorse all
checlcs when received and the field ffices
and Docketing should be instructed to send
cash and checlrs to Operations when
received. Operations should date stamp all
cash and check receipt forms when received.

SOAH Management Response: SOAH
agrees with the recommendation. SOAH
would like to note that generally the
individual dollar amounts currently received
at the Field Offices are not material;
however, SOAH agrees that the timely
submission for deposit is critical. This will
be monitored as a part of the monthly
reconciliation proce ss.

Responsible Employee: Chief Operating Officer
Target Completion Date: April 30,2009

Recommendation 8.' The Deposits Entry
into USAS procedure should be updated to
include steps involved prior to and after the
actuol entry into USAS such as endorsing
checl<s, date stamping forms and filing
requirements.

SOAH Management Response: SOAH
agrees with the recommendation.

Responsible Employee: Chief Operating Officer
Target Completion Date: April 30,2009

Recommendation 9: The cost of small
dollar items charged to the public should be

reviewed to consider whether the current fee
covers the cost of processing cash and
checlcs by both Docketing and in Fiscal.

SOAH Management Response: SOAH
agrees with the recommendation.

Responsible Employee: Chief Administrative Law
Judge and Chief Operating Officer
Target Completion Date: June 30,2009
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Aadit Objective 6: Determine if there is
appropriate management approval and
supporting documentation for all journal
vouchers.

Journal vouchers are used for a variety of
reason such as transferring funds between
fiscal years or other funds within a fiscal
year, or to correct a transaction. Because
joumal vouchers can be used to correct
payments that have already been approved
by management and paid, it is important to
have adequate documentation and approval
of these correcting joumal vouchers by
management. Audit testing of joumal
vouchers indicated that joumal vouchers in
USAS and MIP are prepared by one
employee and reviewed and released in
USAS or posted in MIP by a second
employee, but they are not always reviewed
and approved by the Chief Operating
Officer. Joumal vouchers prepared to
correct prior entries should be reviewed and
approved by the Chief Operating Officer so
that she is aware of any corrections being
made to the accounting systems. Audit
testing also indicated some journal vouchers
that were made with an inadequate
description of the reason for the journal
voucher. An adequate explanation should be
included on all journal vouchers so the
reason for the journal voucher is evident and
adequate supporting documentation is
attached to the journal voucher. We also
noted that there is not a SOAH procedure for
processing journal vouchers in USAS and
MIP.

Recommendation 10: All journal vouchers
that involve corrections of prior
transactions should be reviewed and
approved by the Chief Operating Officer,
and all journal vouchers should contain an
adequate explanation of the reason for the

journal voucher, with adequate supporting
documentation attached to the iournql
voucher.

SOAH Management Response: SOAH
agrees with the recommendation.

Responsible Employee: Chief Operating Officer
Target Completion Date: March 11,2009

Recommendation 11: A procedure -for
preparing and processing journal vouchers
in USAS and MIP should be developed. The

procedure should include the information
noted in Recommendation 10.

SOAH Management Response: SOAH
agrees with the recommendation. SOAH
notes that procedures are already in place for
the routine journal vouchers (i.e., salary
allocation, reimbursement of fringe to
general revenue).

Responsible Employee: Chief Operating Officer
Target Completion Date: May 31,2009

Audit Objective 7: Determine if there is an
effective budgeting system for monitoring,
controlling and reporting on agency
revenues and expenditures.

SOAH has an effective budgeting system for
monitoring, controlling and reporting on
agency revenues and expenditures. Revenue
projections include a review of the cases

received and hours worked for the most
recent past four years and a review of
workload analysis for the past ten years.

Other state agencies are contacted to obtain
two-year projections for hearings. A
monthly budget status report that reconciles
to USAS and MIP is completed by the Chief
Operating Officer and reviewed with the
Chief Administrative Law Judge. The Chief
Operating Officer also completes a monthly
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memorandum to the Chief Administrative
Law Judge concerning time and contract
tracking. A quarterly appropriations
analysis also is completed by the Budget
Analyst to ensure that funds are not
overspent and afe spent in the correct
appropriation in USAS.

Audit review indicated that budget status
reports were only completed for seven of the
twelve months for FY 2008. Memorandums
of time and contract tracking were
completed for only six of the twelve months
in FY 2008.

Recommendation 12: The Chief Operating
Officer should provide the monthly budget
status report and the monthly memorandum
regarding time and contract tracking to the
Chief Administrative Law Judge timely
throughout the fiscal year in order to
adequately monitor the agency's financial
position.

SOAH Management Response: SOAH
agrees with the recommendation. SOAH
notes that the Chief Operating Officer and
Chief Administrative Law Judge regularly
and routinely communicate regarding the
agency's financial position even though it is
not formally documented in a monthly
budget status report, and especially during
preparation of the agency's Legislative
Appropriation Request or fiscal year budget.

Responsible Employee: Chief Administrative Law
Judge and Chief Operating Officer
Target Completion Date: March 31,2009

Audit Objective 8: Determine if there are
adequate internal controls over the
processing of payroll, if the procedures are

ffictive and fficient, and if there ls

appropriate management approval and
supporting documentation for all payroll
transactions.

SOAH has adequate internal controls over
the processing of payroll. Payroll processing
procedures are effective and efficient and

there is appropriate management approval
and supporting documentation for all payroll
transactions.

The payroll officer prepares and reconciles
the trial payroll report using last month's
final payroll, the current month's trial
payroll and a list of all personnel changes
made during the month. The payroll officer
cannot release the payroll for payment in the

State's payroll system (USPS). The Chief
Operating Officer reviews, approves and
releases the payrolls for payment in USPS.
The payroll officer retains copies of all
approval screens in USPS for the fiscal year.

Audit testing of a sample of payroll
transactions indicated all changes to payroll
were documented by personnel action forms
or other appropriate supporting
documentation.

The Basic Procedures for Processing Payroll
were updated during the audit to include a
definition/list of all of the types of personnel
changes; the procedures used to reconcile
payroll reports. i.e., the Tex-Flex and
Insurance Reports to ERS and the
Retirement account information for
employees' 401ks; and the deletion of a

procedure that is no longer used to distribute
payroll and leave information to employees
every month. The procedures are now
complete and up-to-date.
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Recommendations: None.

Audit Objective 9: Determine if the Annual
Financial Report has adequate supporting
documentation and an audit trail to the
accountins records.

SOAH's Annual Financial Report has
adequate supporting documentation and an
audit trail to the accounting records. Backup
information was attached to relevant journal
vouchers and staff developed a spreadsheet
of journal entries and their purpose for easy
reference. A separate shared drive is
maintained on staff computers only for AFR
purposes. Certification of USAS and
Interagency Activity was signed and
submitted by the Chief Operating Officer.
The AFR was signed and dated by the Chief
Administrative Law Judge for timely
submission.

Recommendations : None.

Audit Objective 10: Determine if required
accounting, budgeting and payroll reports

for management and external entities are
accurate, t imely, and well documented.

Required accounting, budgeting and payroll
reports for external entities were accurate,
timely, and well documented, except for
several monthly Employees Retirement
System Tex-Flex and Insurance reports that
were filed after the established deadline.

Accounting and budgeting reports provided
to the Chief Administrative Law Judge were
not always submitted monthly in accordance
with established procedure; however, this
issue is discussed in Audit Obiective 8.

Recommendations : None.

Audit Objective 11: Determine if there are
adequately documented and up-to-date
accounting policies and procedures.

Although Operations has a number of
written procedures and the procedures are

generally comprehensive and have adequate
detail, there is no numbering system and

there is no record of when the procedures
were developed or last reviewed and revised.
A numbering system or index of procedures,

with information about when the procedure
was last reviewed and updated would be

helpful in ensuring complete and up-to-date
procedures.

Recommendation 13: The Chief Operating
Officer or her designee should index all
existing procedures and identifu any gaps in
existing procedures. Once this task ls

complete, the Chief Operating Officer
should review all procedures to ensure that
they are assigned to the coruect employee
whose job title and job responsibilities
include those tasl<s. An electronic filing
system should be developed to record
procedures in some logical order, perhaps
with a numbering system, to identify the
nqme of each procedure, the date it was
adopted, and date it was reviewed and/or
revised. The procedure index should be

updated annually to conespond to the titles
and review dates for each procedure.

SOAH Management Response: SOAH
agrees with the recommendation. Staff
began reviewing and, where necessary,
revising procedures in September 2008.
SOAH will develop a numbering system and
electronic filing system as a part of this
process.

Responsible Employee: Chief Operating Officer
Target Completion Date: August 31, 2009
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SECTION 1:
STATE OFFICE OF ADMINISTRATIVE HEARINGS

INTERNAL AUDITING GUIDELINES

Certain operating guidelines are necessary for an effective intemal auditing program. The
purpose of this Section is to establish policies and guidelines to govem internal audits of all
operations of the State Office of Administrative Hearings. These guidelines, as well as the
FY 2009 Internal Audit Plan, are approved by the SOAH Chief Administrative Law Judge each
yeat.

I. INTERNAL AUDIT CHARTER

The Standqrds for the Professional Practice of Internal Auditing state that the Internal
Audit Charter should make clear the purposes of the internal auditing department, specifu the
unrestricted scope of its work, and declare that auditors are to have no authority or responsibility
for the activities thev audit.

The Internal Audit Charter is an extremely important document that sets out the statement
of purpose, authority, and responsibility for the internal auditing department. It is an agreement
between the Chief Administrative Law Judge and the SOAH Internal Auditor, which establishes
the guidelines for an effective internal auditing program.

Although the Internal Audit Charter can include all relevant policies and procedures, a

concise document is preferable. A concise document increases the likelihood that all parties will
understand the purpose, authority, and responsibility of the internal auditing department. Exhibit
I presents the SOAH Internal Audit Charter.

II. INTERNAL AUDITING STANDARDS

A. The Intemal Auditor shall conduct his/her activities in a manner that is consistent with the
most recent edition of the Standards for the Professional Practice of Internal Auditing, Certified
Internal Auditor Code of Professional Ethics, and the Statement of Responsibilities of Internal
Auditing.

B. Sufficient and relevant evidence shall be obtained to afford a reasonable basis for the auditor's
findings and recommendations. A written record of the auditor's work shall be retained in the
form of working papers.

C. Standards of conduct for the Internal Auditor require that the Internal Auditor shall:
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1. be free from personal or external impairments to independence in order that opinions,
conclusions, and recommendations will be impartial and will be viewed as impartial by
knowledgeable third parties.

2. be prudent in the use of information acquired in the course of his/her duties.

3. conduct all activities in accordance with the laws regarding confidentiality.

4. not use any information obtained in an audit for any personal gain nor in a manner,
which would be detrimental to the welfare of the SOAH, the Chief Administrative Law
Judge, or SOAH employees.

III. INTERNAL AUDITING POLICIES

A. The SOAH Chief Administrative Law Judge shall appoint the SOAH Internal Auditor. The
Intemal Auditor shall report directly to the Chief Administrative Law Judge, or her designee.

B. The Chief Audit Executive shall be responsible for the administrative supervision of the
Internal Audit program and shall ensure the independence of the internal audit function.

C. The Intemal Auditor shall submit to the Chief Administrative Law Judge for approval, the
annual audit plan, which shall be based on risk analysis and which shall identiff individual audits
to be performed during the year.

D. The Internal Auditor shall be responsible for performance audits of the SOAH. Performance
audit is defined as an independent appraisal activity performed by the Internal Auditor which
includes determining whether the entity being reviewed is acquiring, protecting, and using its
resources economically and efhciently, identiffing the causes of inefficiency or uneconomical
practice, and determining whether the entity has complied with laws, riders, rules and
regulations.

E. The Internal Auditor's activities in reviewing, appraising and reporting established policies,
plans and procedures shall not in any way relieve SOAH personnel of responsibilities assigned to
them.

F. The implementation of, or action taken on, the Internal Auditor's recommendations shall be
the duty of the Chief Audit Executive. The Internal Auditor will perform follow-up audits to
determine what corrective action was taken and whether it is achievins the desired results.
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IV. INTERNAL AUDITING PROCEDURES

A. The Internal Auditor prior to beginning an audit will inform the Chief Audit Executive and

the appropriate directors or managers of the audit and its objectives by conducting an entrance

conference.

B. The Internal Auditor will conduct an exit conference with the Chief Audit Executive and the
appropriate directors or managers, at which time exceptions noted during the course of the audit
will be discussed.

C. The Internal Auditor will independently make a determination on the results of the audit and
issue a draft report to the Chief Audit Executive and the appropriate directors or managers for
management response. A management response will be made within 14 calendar days of the
issuance ofthe draft report.

D. The Internal Auditor will add the management response to the body of the report and issue a

final draft report for the Chief Administrative Law Judge, Chief Audit Executive and the
appropriate directors or managers within 14 calendar days of receiving the management response.
After approval by the Chief Administrative Law Judge, the final report will be prepared.

E. If during the course of an audit, the Internal Auditor detects situations or transactions that
could be indicative of fraud or other illegal acts, or receives information from external sources
alleging such actions, the Internal Auditor will:

1. Provide all pertinent information to the Chief Administrative Law Judge and Chief
Audit Executive.

2. Formally request approval from the Chief Administrative Law Judge to expand audit
procedures or perform an investigation.

3. Upon approval, the Internal Auditor will extend audit procedures or perform an
investigation to obtain sufficient evidence to determine whether in fact such acts have
occurred and, if so, the cause of the problem and the possible effect on the SOAH's
operations and programs.

4. Provide the Chief Administrative Law Judge and Chief Audit Executive a formal
report on the results. Upon receipt of evidence of illegality, the Chief Administrative Law
Judge will forward findings to the appropriate legal entity.
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SECTION 2:
STATE OFFICE OF ADMINISTRATIVE HEARINGS

RISK ASSESSMENT

This section presents the results of the SOAH Risk Assessment, and establishes the
foundation for the Internal Audit Plan presented in the next section.

Purpose

One of the key findings in the State Auditor's Office report, Statewide Review of Internal
Auditing, was that the scope of internal auditing is often limited in state agencies. The report
states, "Because significant financial and operating risks to the agency may be overlooked if the
scope of the internal auditors work is limited, we recommend that internal auditors:

- Document, in writing, a risk assessment that considers all the major systems and
controls of the agency as part of the audit universe. The audit universe refers to all auditable
subjects, activities, units, issues and functions within the organization.

- Identifu the risk factors that affect the audit universe and weights that may be applied to
the risk factors.

- Establish a method for combining and assigning risk factors and weights to develop a

prioritized annual audit work plan.

- Develop an audit plan and work schedule based on the results of the risk assessment.

- Obtain written approval for the plan from the highest level within the organization.

- Implement the plan. Significant deviations from the audit plan should be supported by
reasonable, documented explanations. "

The purpose of conducting a Risk Assessment for the SOAH was to incorporate all these
recommended elements in an objective assessment of the agency. This should ensure that the
scope of internal audit work at the SOAH is not limited and that the Internal Audit Plan for
FY 2009 is based on documented, written findings.

Concept of Risk

The concept of risk is fundamental in internal auditing. Given the importance of the
concept of risk, it is necessary to define what risk is, describe types of risk and describe how risk
was measured in performing the State Office of Administrative Hearings Risk Assessment.

Risk is a measurement of the likelihood that an organization's goals and objectives will
not be achieved. Since controls are anythingthat improve the likelihood that goals and objectives
will be achieved, controls and risk are inversely related by definition. Better control means less
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risk. The Risk Assessment was designed to detect and evaluate the controls in place to reduce
different types ofrisk exposure.

The SOAH Risk Assessment was designed to measure different types of "risk exposure"
and to assess the controls in place to compensate for different levels of risk. The types of risk
exposure that are relevant to the SOAH are:

- Audit Exposure: Audit exposure exists whenever an audit area is susceptible to
errors or defalcations that affect the general ledger and financial statements or the integrity and
safekeeping of agency assets, regardless of the financial statement impact.

- Regulatory Exposure: Regulatory exposure exists whenever an event in an audit area
could cause the agency to fail to comply with regulations mandated by state or federal authorities,
irrespective of whether financial exposure exists.

- Information Exposure: An information exposure exists whenever there is information
of a sensitive or confidential nature, which could be altered, destroyed, or misused.

- Efficiency Exposure: An efficiency exposure exists whenever agency resources are not
being utilized in an effective or efficient manner.

- Human Resource Exposure: A human resource exposure exists whenever an area is
managing human resources in a way, which is contrary to agency policy.

- Environmental Exposure: An environmental exposure exists whenever internal or
external factors pose a threat to the stability and efficiency of an audit area. Examples of factors
that affect environmental exposure are:

. Recent changes in key personnel

. Changing economic conditions

. Time elapsed since last audit

. Pressures on management to meet objectives

. Past audit findings and quality of internal control

- Political Exposure: A political exposure exists whenever an event in an audit area
could cause the agency to be subjected to adverse political consequences.

- Public Service Exposure: A public service exposure exists
whenever an event in an audit area could jeopardize existing public services or new public
services.

The SOAH Risk Assessment Survey was designed to measure various types of risk
ranging from the risk of loss of assets to the risk of adverse publicity due to erroneous
information. The survey instrument allows meaningful comparisons among very different
activities and types of risk by assigning all potential auditable topics a numeric score.
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Methodology

The risk variables utilized for the State Office of Administrative Hearings Risk
Assessment combined measures of the various controls and exposure types described in the
previous section. Exhibit 2 presents the risk survey instrument utilized. Sixteen risk variables or
risk factors were selected to provide a cross-section of overall risk. These sixteen factors were
weighted according to their perceived importance, i.e. the higher the weighting, the higher the
risk.

The first step in conducting the Risk Assessment involved defining the potential audit
universe. To be in compliance with the Texas Internal Auditing Act, all potential auditable
subjects, activities, units, issues and functions were determined. The universe of potential audit
topics was developed through interviews with the State Office of Administrative Hearings staff
and by reviewing materials such as the agency organizational chart, the agency Strategic Plan,
Legislative Appropriations Request, etc.

The second step in the process was to utilize the survey instrument to assess the risk for
each potential audit topic. After completing the risk survey for all potential auditable topics,
each survey response was reviewed for consistency based on the knowledge of the auditor. This
phase was a means of assuring "quality control," since the completion of the survey instruments
was based on information provided by various management members of the State Office of
Administrative Hearings.

The third phase of the Risk Assessment involved scoring and ranking the answers to the
survey questions. By weighting the values of the different risk indicators, the survey was
individualizedfor the State Office of Administrative Hearings.

The final step in conducting the Risk Assessment was to rank and categorize every
potential auditable topic. Based on the average score and the standard deviation of the potential
audit universe, the potential auditable topics were categorized as follows:

High Risk - Above 196
Moderate Risk - 166 to 196
Low Risk - Below 166

Results

Exhibit 3 presents the weighted risk scores and overall risk categorization. Five potential
audit topics are rated as high risk, with nine other topics categorized as moderate risk. The high
risk potential audit topics are:

o Accounting, Budgeting and Payroll
o Billing Process
o Information Resources- Key Business Systems
o Information Resources- Operations and Security
o Docketing Section

-7 -



State Office of Administrative Hearinss - FY 2009Internal Audit Plan

SECTION 3:
STATE OFFICE OF ADMINISTRATIVE HEARINGS

F'Y 2OO9INTERNAL AUDIT PLAN

The Texas Internal Auditing Act requires certain audits to be performed on a periodic
basis. Required audits include audits of the department's accounting systems and controls,
administrative systems and controls, information resources systems and controls, and other major
systems and controls. In addition, five general types of audits are required by the Standards for
the Professional Practice of Internal Auditing as follows:

Reliabilit.v and Integrittt o-f l4formation - Internal Auditors should review the reliability and
integrity of financial and operating information and the means used to identiff, measure, classifu,
and report such information.

Compliance with Policies, Plans, Procedures, Laws, qnd Regulations - Internal auditors should
review the systems established to ensure compliance with those policies, plans, procedures, laws,
and regulations which could have a significant impact on operations and reports, and should
determine whether the organization is in compliance with them.

Safeguarding o.f Assets - Internal auditors should review the means of safeguarding assets and,
as appropriate veri$ the existence of such assets.

Economical and Efficient Use o.f Resources - Internal auditors should appraise the economy and
efficiency with which assets are employed.

Accomplishment o_f Established Obiectives and Goals .for Operations and Programs - Internal
auditors should review operations or programs to ascertain whether results are consistent with
established objectives/goals, and whether the operations or programs are being carried out as

planned.

The FY 2009 Intemal Audit Plan for the State Office of Administrative Hearings is based
on the Risk Assessment presented in the previous section. For FY 2009, two topics categorized
as high risk as determined by the risk assessment (Exhibit s) are included in the audit plan.

These two audits that will be conducted in FY 2009 are:

. Accounting, Budgeting and Payroll Systems and Controls

. Information Resources Key Agency Business Systems

The audit of Accounting, Budgeting and Payroll is an audit required to be performed on a
periodic basis by the Texas Internal Audit Act. The audit will focus on evaluating the adequacy
of the accounting, budgeting and payroll systems and internal controls; the effectiveness and
efficiency of accounting and budgeting procedures; and the reliability and integrity of financial
and budset information.

-8-
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The audit of Information Resources Key Agency Business Systems will focus evaluating
whether key automated business systems in use at the SOAH are reliable, have adequate edits
and controls to ensure accurate processing of information, provide the functionality needed by
users, are protected against unauthorized use and if there is adequately contingency planning for
all key automated business systems.

Specific audit objectives will be developed and coordinated with management to define
the scope of audit work to be performed before fieldwork on any of these audits begins.

In addition to these proposed audits and audit work, follow-up reviews and reports will be
issued on audit recommendations made in prior years and a risk assessment will be performed
and an audit plan developed for FY 2010.

The following estimated time and timeframes for performing internal audit work during

the project are as follows:

' Complete the FY 2009 Risk Assessment and Audit Plan - 16 hours (October
2008)

' Audit of Accounting, Budgeting and Payroll- 140 hours (November to December
2008)

. Audit of Information Resources Key Agency Business Systems - 140 hours
(March 2009 to April2009)

. Prior Years Audit Follow-up Reviews - 12 hours (July 2009)

' Update Risk Assessment and Prepare FY 2010 Audit Plan - 8 hours (July 2009)

-9 -
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EXHIBIT 1

STATE OFFICE OF ADMINISTRATIVE HEARINGS
INTERNAL AUDITING CHARTER

PURPOSE

Internal Auditing is an independent appraisal activity established to conduct reviews of
operations and procedures and to report findings and recommendations to the State Office of
Administrative Hearinss Chief Administrative Law Judse and Chief Audit Executive.

AUTHORITY

The Internal Auditor reports directly to the Chief Administrative Law Judge. This reporting
relationship ensures independence, promotes comprehensive audit coverage and assures adequate
consideration of audit recommendations.

The Internal Auditor, in the performance of audits and with stringent accountabilities of
safekeeping and confidentiality, will be granted unlimited access to all SOAH activities, records,
property, and staff members.

The Intemal Auditor will have no responsibilities assigned other than those related to developing
and implementing the internal audit program for SOAH.

RESPONSIBILITIES

The Internal Auditor is responsible for assessing the various functions and control systems in the
SOAH and for advising the SOAH Chief Administrative Law Judge and Chief Audit Executive
concerning their condition. The fulfillment of this accountability is not confined to but includes:

' Appraising the effectiveness and application of accounting systems and controls,
administrative systems and controls, information resources systems and controls, and
other major systems and controls, so as to ensure that all the major systems and controls
are reviewed on a periodic basis.

' Evaluating the sufficiency of and adherence to SOAH plans, policies, and procedures and
compliance with all governmental laws and regulations.

' Performing special reviews requested by the Chief Administrative Law Judge.

' Conducting appraisals of the economy and efficiency with which resources are employed.

' Coordinating audit planning and audit work with the State Auditor's Office.

-10-



State Office of Administrative Hearinss - FY 2009Internal Audit Plan

EXHIBIT 2
STATE OFFICE OF ADMINISTRATIVE HEARINGS

FY 2OO9 RISK ASSESSMENT INSTRUMENT

l. Annual Dollars Involved
The dollar amount per year of assets, receipts, or disbursements involved in the program or for
which the auditable unit is responsible. The auditable unit has responsibility if it identifies,
measures, classifies, reports, or monitors the assets, receipts, or disbursements. Dollar amounts
can be included in determinins the evaluation for more than one auditable unit.

Evaluation Points x Weighting : Score
Less than $100 thousand per year or not applicable

At least $100 thousand per year but
less than $500 thousand per year

At least $500 thousand per year but
less than $1 million per year

More than $1 million per year

1 x 7.5 : 7.5

2. Transaction Volume
The number of transactions for which the auditable unit is responsible. The auditable unit has
responsibility if it identifies, measures, classifies, reports, or reconciles the transaction. A
transaction can be included in determining the evaluation for more than one auditable unit. Also,
some auditable units are responsible for only summary transactions while others are responsible
for the detailed transactions that make up the sunmary transactions.

Evaluation Points x Weishtins Score

2 x 7.5 15.0

3 x 7.5 : 22.5

4 x 7.5 : 30.0

Less than 1,000 per year or not applicabie

Greater than 1,000 per year but
less than 3,000 per year

Greater than 3,000 per year

x 5.0 10.0

3x5.0 :15.0

1x5.0 : 5.0
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3. Safeguarding Assets
Personnel in the auditable unit safeguard assets if they control access to assets. Access to assets

includes both direct physical access and indirect access through the preparation and processing of
documents that authorrze the use or disposition of assets.

Evaluation Points x Weishtins : Score
No access to assets or not applicable

Limited access to assets

Some access to assets

Substantial access to assets

1x 7.50

7.50

7.50

7.s0

t.5

15.0

22.5

30.0

2

a
J

4

4. Impact of Adverse Publicity
This factor includes those circumstances that increase the adverse impact of errors. An auditable
unit's visibility results from several sources, including: 1.) the Chief Administrative Law Judge's
interest in the auditable unit's activities; 2.) involvement of outside groups, such as an advocacy
group or the Legislature; or 3.) direct interaction with the public or clients.

Evaluation Points x Weighting : Score
Little visibility or not applicable

Some visibility

High visibility 3 x 7.50 : 22.5

5. Time Since Last Audit or Review
The number of years between the date of the previous audit or review and the date of the risk
assessment.

Evaluation Points x Weishtins Score

1 x 7.50 : 7.5

2 x 7.50 : 15.0

One year or less

More than one year, but less than three years

No prior audit or more than three years

1x

2x

3x

7.25 : 7.25

7.25 : 14.5

7.25 : 21.75
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6. Results of Last Audit or Review
Auditor's evaluation of the results of the previous audit or review.

Evaluation Points x Weighting : Score
Positive findings or not applicable

Some findings or no prior audit

Negative findings

1x6.5:6.5

2 x 6.5 :13.0

3x 6.5 :19.5

7. Operational Changes
Auditor's evaluation of the impact on the auditable unit from changes in its operations, including
changes in staff, size, funding, budget, responsibilities, or processing data. Changes include
those made within the last yea.r or anticipated to be made in the next year.

Evaluation Points x Weishtins : Score
Few changes or not applicable

Some changes

Extensive chanses

8. Personnel Turnover
In the rast 12 months, the number of personnel leaving the auditable unit.

Evaluation Points x Weightine : Sr.r.

1x 6.25:6.25

2 x 6.25 12.5

3 x 6.25 :18.75

1x5.0:5.0

2 x 5.0 :10.0

3x 5.0 :15.0

Low turnover (l0o/o or less) or not applicable

Average tumover (10%to 20%)

High turnover (more than2}o/o)

Up-to-date written procedures or not applicable

Some written procedures or not up-to-date

No written procedures

9. Policies and Procedures
The existence of policies and procedures documenting the auditable unit's activities.

Evaluation Points x Weighting : Score
lx

2x

3x

5.0

5.0

5.0

5.0

10.0

15.0
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10. Training
Auditor's evaluation of the auditable unit's staff training, including cross training.

Evaluation Points x Weishtins : Score
Substantial training or not applicable

Some training

Little trainins

1x

2x

3x

5.0 : 5.0

5.0 : 10.0

5.0 : 15.0

11. Work Complexity
Auditor's evaluation of the work needed to complete assignments or transactions, including
amount of time, number of steps, and familiarity with agency laws, policies, and rules.

Evaluation Points x Weishtins : Score
Low work complexity or not applicable

Medium work complexity

High work complexity

lx

2x

3x

7.0

7.0

7.0

: 7.0

: 14.0

: 2I.0

12. Work Load Fluctuations
Auditor's evaluation of the fluctuations in the auditable unit's workload.

Evaluation Points x Weishtins : Score
Steady workload or not applicable

Some fluctuations in workload

Substantial fluctuation in workload
(yearly pattern)

13. Sensitivity of Data
Auditor's evaluation of the type of data collected, processed,

1x 5.5 : 5.5

2 x 5.5 : ll.0

3x 5.5 :16.5

and prepared

Points x

by the auditable unit.

Weishtins Score
7.5 7.5Little sensitive or confidential data or not applicable

Some sensitive or confidential data

Most data sensitive or confidential

1x

2x

3x

7.5

7.5

: 15.0

: 22.5
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14. Impact of Inaccurate Information
Auditor's evaluation of the impact of incorrect data processed by the auditable unit or supplied to
organizations outside of the State Office of Administrative Hearings.

Evaluation Points x Weightine : Score
Little information provided outside the agency

Some information provided outside the agency

Most information provided outside the agency

1x

2x

3x

2x

3x

2x

3x

t.J

t.)

7.5

7.0

7.0

5.0 : 10.0

5.0 : 15.0

7.5

15.0

22.5

: 14.0

: 2I.0

15. Management Review
Auditor's evaluation of the review given by the manager of the auditable unit's activities.

Evaluation Points x Weightine : Score
Frequent or detailed review or not applicable

Some direct review

Little direct review

1x5.0:5.0

16. Potential for Fraud, Waste or Abuse
Auditor's evaluation of the potential for fraud, waste, or abuse as compared to other agency
programs and functions.

Evaluation Points x Weighting : Score
Low potential or not applicable

Average potential

Higher than average potential

1 x 7.0 7.0
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STATE OFFICE OF ADMINISTRATIVE HEARINGS

FY 2OO9 AUDIT UNIVERSE RISK ANALYSIS RESPONSES

:::::::::::::::::.:i:::i::i:tii::,::::::::::i.:.:::.;::l:it:i:ii,.,.,

Xudl+nBi*,uultnUilA+rox I ar: 3l
$$K:asu$r,{oNi*s$RqNWii;i;i:i::r:'i:::i;r;;i;i;;r;;.
I i I i4: | : i i$ : i, : 6 :, :, :?. . . . . S 

' 
: i : 9 : : : :IS : : lli . : lt : : :tr$ : : 14: : : tr5 : I lI6

::RI$trC:l

SCORE

HIGH R]SK- ABOVE 196

Accounting. Budeetins and Pavroll 30 t5 30 15 22 l3 6 5 I 10 I4 l1 ZJ t5 5 2l 245

2 Billinss Process 30 5 30 15 l5 IJ 6 t5 I 15 l4 6 8 ZJ 5 2l 229

3 Information Resources- Key Business Svstems 30 t5 30 8 l5 13 l3 5 5 5 2l 6 l5 z5 5 2l 228

4 Information Resources- Operations & Securitv z) 5 30 8 22 13 t3 l5 5 5 2l 6 ZJ t5 5 21 227

5 Docketine Section 8 15 ZJ 15 l3 6 5 5 5 7 t1 ZJ 5 21 205

MODERATE RISK. 166T0 196

6 Field Office Hearinss 8 5 8 L.) 22 13 10 5 5 14 ll l5 z.) 5 l4 185

7 Purchasing and Contractins l5 ) JT, 8 22 IJ 6 5 5 5 n 8 8 10 2l 178

8 Administrative License Revocation Hearinss 8 5 8 z5 22 - r3 5 5 5 6 l5 23 15 t4 r77

9 Field Office Operations 8 5 l5 l5 22 t3 5 5 5 7 ll l5 l5 t0 21 177

l0 Iax Case Hearinss 8 5 8 ZJ 22 6 5 5 5 21 6 l5 z3 5 I4 r75
ll Utilities Case Hearines 8 5 8 22 7 6 5 5 5 21 6 t5 5 t4 175

I \atural Resources Case Hearines 8 5 8 z) 22 6 ) ) 5 21 6 15 ZJ ) I4 175

13 Economic Case Hearinss 8 5 8 22 7 6 5 5 5 l4 6 15 ZJ 5 t4 168

t4 License & Enforcement Case Hearinss 8 5 8 ZJ 22 6 ) ) 5 t4 6 l5 ZJ 5 l+ 168

LOW RjSK- BELOW 166

5 Legal Support 8 5 8 z) 22 7 6 5 t0 ) ll 15 15 l0 62

6 Human Resources 30 5 l) l5 l5 7 6 5 5 5 7 6 8 5 7 62

Alternative Dispute Resolution Cases 8 5 8 ZJ 22 7 6 5 5 5 t4 6 l5 L) 5 6l
8 Hearinss Suooort 8 5 8 ZJ 7 7 6 5 10 5 7 ll l5 5 50

9 Facilities Management/Other Support Services 8 5 l5 8 22 l3 6 5 l0 10 6 8 8 5 t4 48

20 Performance Reportine 8 5 8 8 22 1 6 5 5 5 6 8 z5 5 JZ

AVERAGESCORE: 181

STANDARD DEVIATION: 30
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EXHIBIT 4: STATB OFFICE OF ADMINISTRATIVE HEARINGS

FY2009PROPOSEDAUDITSANDAUDITHISTORY

(1) Partially covered during an internal audit of Hearings Administration.

(2) Partially covered during a State Auditor's Office audit of SOAH.

'+#ult ffiti'dil
:lilllii:::::ll:l

i::Rrsx(i:
,scoRE

. : : : : i . : . : :AUI)ITi,HIS:I
[.YiOS iliFY:06:: 'fV.05

I Accountine. Budeeting and Payroll 245 x
2 Billines Process 229 x(2)
a
J Information Resources- Key Business Systems 228 X x(2)

4 Information Resources- Operations & Security 227 X

5 Docketins Section 205 xfl) x(2)

6 Field Office Hearings 85

7 Purchasing and Contracting 78

8 Administrative License Revocation Hearings 77

9 Field Office Operations 77

10 Tax Case Hearings 75

ll Utilities Case Hearings 75

t2 Natural Resources Case Hearings 75

I3 Economic Case Hearings 68

l4 License & Enforcement Case Hearings 68

l5 Legal Support 62

16 Human Resources 62 x

t7 Alternative Dispute Resolution Cases 6l

l8 F{earinss Suooort 50 X

l9 Facilities Management/Other Support Services 48

20 Performance Reporting t32
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Overall Conclusion 

The State Office of Administrative Hearings 
(SOAH) should improve the accuracy and 
consistency of information related to its 
activities, cost allocations, and budget that it 
reports to agency management, the Legislative 
Budget Board, the Office of the Governor, and 
the Legislature. Improving its accounting, 
budgeting, and reporting processes would help 
SOAH to more reasonably project the total 
funds the agency needs to operate and help 
agency management make informed decisions. 
While SOAH has made improvements to its 
information technology based on prior audit 
recommendations, it should make further 
improvements to help ensure that all financial 
data is secure. In addition, four key 
performance measures tested for fiscal year 
2011 were certified with qualification. 

In order to improve its processes, SOAH should: 

» Improve its budgeting processes and controls. 

Background Information 

The State Office of Administrative 
Hea rings (SOAH) was created in 1991 by 
the nnd legislature to be a netJtral. 
Independent agency for the resolution 
of conflicts and disputes between state 
agencies 0( governmet"ltal entities, 
p rivate Citizens, corporations, or other 
entities regulated by or doing business 
w1th or in the State of Texas. 
In fiscal year 2011. SOAH was 
appropriated $10,543,565 and 127 full· 
time eQuivalent positions. It reported 
nearing 6.944 (17. 1 perceflt) general 
docket cases and 33,620 (82.9 percent) 
administrative license revocation (driver 
license suspension) cases during fiscal 
�ar 2011. 

» Improve the accuracy of the information presented in its Hearinss Activity 
Report. 

» Improve its processes for collecting and recording time worked. 

» Continue to improve controls over its systems to help ensure that financial data 
is secure. 

}> Update its policies and procedures over the collection, calculation, review, and 
reporting of performance measures. 

Those issues are discussed in more detail below. 

Budget Methodology 

SOAH uses a methodology for developing its budgets that should be improved 
because the methodology does not consider the actual costs of providing services. 

This audit was conducred in accordance wfth TellO; Government Code, Sections 321.0131 ond 321.0132. 

For more information regordlnj thfs report, please contoa Vermo EWott. Audit ManQger, or John Keel, �loll' Auditor. oC(512, 936· 
95{){). 
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While SOAH develops budget projections related to interagency contracts based on 
its projected workload, it develops the remainder of its budget based only pn the 
amounts of funds it received in prior years. SOAH does not develop a 
comprehensive budget that is based on the costs of the services the agency 
provides. Without developing a budget based on the costs of providing services, 
SOAH cannot adequately evaluate its operations and reasonably project its needs. 
As a resuLt , SOAH overestimated the General Revenue totals and underestimated 
the State Highway Fund totals it would need to cover its expenses in fiscal year 
2011. 

Hearings Activity Report 

SOAH reported inaccurate information in two of the three parts of its Hearings 
Activity Report for September 1, 2010, through August 31,2011. Auditors 
conSidered information in the Hearings Activity Report to be materially accurate if 
it was within 5 percent of calculated results. The Hearings Activity Report 
summarizes SOAH's performan ce and costs and is not used as a basis for the 
agency ' s billing or its annual financial report. SOAH submits the report to the 
Legislative Budget Board and the Office of the Governor by May 1 and November 1 
of each fiscal year. 

Part I and Part II contained inaccurate information due to calcuLation errors and 
SOAH not following the definition s of how to report the information. For example, 
in Part I, SOAH overstated the number of cases pending at the end of the fiscal 
year by 62 percent because it used a mathematical formula rather than obtaining a 
count of all pending cases. In addition, the costs reported in Part II did not reflect 
actual costs for each agency, fund type, and category. 

Based on information in SOAH's timekeeping and accounting systems, SOAH 
reported accurate information that complied with definitions in Part III, which 
reports judges' indirect time. 

Time CoHection Process 

SOAH's time collection process and timekeeping systems are n ot integrated and do 
not allow individuals or management to identify overreported, underreported, or 
unreported time for any given day_ Auditors identified weaknesses related to 
unrecorded, duplicate, and data entry timekeeping errors. The majority of the 
calculations related to SOAH's budget, Hearings Activity Report, and performance 
measures depend on time worked information. 

Information Technology Controls 

While SOAH has made improvements to its information technology based on prior 
audit recommendations, it should make further improvements to help ensure that 
all financial data is secure. For example, SOAH is using systems that are no longer 
supported by the vendor, which increases the risk of a loss of the application 
operations and underlying data that might not be remediated by the vendor. 

Ii 
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Performance Measures 

Four key performance measures tested for fiscal year 2011 were certified with 
qualification because SOAH did not have updated policies and procedures over the 
collection, calculation, review, and reporting of its performance measures. Those 
four performance measures were: 

� Number of Cases Disposed. 

� Number of Administrative License Revocation Cases Disposed. 

� Number of Administrative Fine Cases Disposed. 

� Average Time to Dispose of a Case (Median Number of Days). 

Auditors communicated other, less significant, issues to SOAH management 
separately in writing. Those issues were related to SOAH's budget process, 
methods of finance, Hearings Activity Report, information technology, and 
performance measures. 

Summary of Management's Response 
SOAH did not agree with some of the findings in Chapters 1 and 2. However, it 
agreed to implement most of the recommendations in this report. SOAH's 
management responses are presented in Appendix 5. 

Summary of Objectives, Scope, and Methodology 
The objectives of this audit were to determine whether SOAH has processes and 
related controls to help ensure that: 

� Budgets are prepared using a reasonable methodology and appropriate data. 

}> Financial data 1s secure. 

� The Hearings Activity Report is accurate and complete. 

The audjt scope included reviewing budget processes for the 2010-2011 and 2012· 
2013 biennia; the Hearings Activity Report for the period of September 1, 201 0, 
through August 31, 2011; and four key performance measures for fiscaL year 2011. 
Audit work included a review of supporting data, spreadsheets, documentation, 
systems, and calcuLations. 

The audit scope also included the information technology systems and processes 
that SOAH used to produce and calculate its budget, Hearings Activity Report, and 
performance measures. Audit work included a review of logical security controls 
reLated to user access and passwords; a review of application controls; and a 
review of controls related to data backups and system configuration, as well as a 

ill 
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follow up on technology-related issues identified in An Audit Report on the State 
Office of Administrative Hearings (State Auditor's Office Report No. 06-063, 
August 2006). 

The audit methodology tncluded collecting data, information, and documentation; 
performing selected tests and other procedures on the information obtained; 
analyzing and evaluating data and the results of tests; and conducting interviews 
with SOAH management and staff. 
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Detailed Results 

Chapter 1 

SOAH Should Improve Its Processes and Controls over Its Budgeting 
Methodology 

The State Office of Administrative Hearings (SOAH) uses a methodology for 
developing its budgets that should be improved because the methodology does 
not consider the actual cost of providing services. While SOAH develops 
budget projections related to interagency contracts based on its projected 

SOAH's Methods of Finance 

SOAH receives funding from four methods of 
finance. The type of case heard or the agency 
for which SOAH is performing the service 
determines which method of finance wil provide 
the funds to cover the costs associated with 
SOAH's hearings. Those four methods of finance 
are; 

Fund 0001 

• General Revenue - Genera! Revenue funds 
the cost to provide hearings for 35 agencies. 
SOAH does not seek reimbursement of costs 
from those 35 agencies. 

• InteraglfiCY Contracts - Any agency--other 
than the 35 agencies funded by General 
Revenue and the Department of Public 
Safety's administrative license revocation 
cases that requires a hearing must enter into 
a contract with SOAH so that SOAH can se 
reimbursement of costs from the agency. 
Interagency contracts can be negotiated up 
front (lump sum) or blUed at an hoorty rate 
based on the amount of time spent on the 
hearing at a $100/hour rate as specified in 
the General Appropriations Act. Because 
SOAH does not receive any funds until 
services are rendered and billed, It does not 
necessarily receive the apPfl:lpriated amount 
each year. SOAH also indudes, within 
interagency contract services, contract claims 
and appraisal review board cases. 

• Appropr�ted Receipts· SOAH seeks 
reimbursement for the cos� of providing 
official transcripts of a hearing when 
requested. 

Fund 0006 

• State Highway Fund · The State Highway 
Fund provides dire<t funding for 
administrative license revocation cases 
(driver license suspension cases) that the 
Oepartment of Pubtic Safety refers to SOAli. 
SOAH does not seek reimbursement of costs 
from the Department of PubUc Safety. 

Se Appendix 2 for a detailed list of agencies 
associated With each method of ftnance. 

workload, it devel ops the remainder of its budget based on on ly 
the amounts of funds it received in prior years. Additionally, 
SOAH does not capture actual costs in its internal accounting 
system for each method of finance. Not developing a budget 
based on actual costs and not capturing actual costs for each 
method of finance are the basis for the issues discussed in 
Chapters I-A and I-B. 

In add ition, SOAH uses different methodologies to allocate 
direct, indirect, and administrative costs among funds in its 
accounting, budgeting, and reporting processes. None of the 
methodologies accurately allocates actual costs among the 
methods of financing. SOAH also lacks documented policies 
and procedures for its budgeting process. 

Chapter l·A 

SOAH's Budgeting Process Does Not Produce a 
Comprehensive Budget That Reasonably Projects Costs 

SOAH does not develop a budget that is based on the costs of 
the services the agency provides. Without developing a budget 
based on the costs of providing services, SOAH cannot 
adequately evaluate its operations and reasonably project its 
needs during the appropriation process. As a result of its 
insufficient budget methodology, SOAH underestimated the 
amount of State Highway funds and overestimated the amount 
of General Revenue funds it needed to cover its expenses for 
fiscal year 201 1 (see Appendix 4 for more information). 

SOAH uses historical levels of service to detennine its 
projected workload, which is the number of hearings and the 
associated time it expects to conduct for each agency it serves. 
However, to develop its budget, SOAH: 

• Bases its projections for three of its four methods of finance 
(see text box) primarily on the amount of funds it received 
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in prior years. For example, for the 2012-2013 biennium, SOAH car ied 
forward the same amount of funds that it received in prior years for 
administrative license revocation cases (driver license suspension cases) 
rather than determining how much it would actually cost to provide the 
projected workload for driver license suspension cases  

• Considers its projected workload to develop its budget projection only for 
the interagency contracts method of finance. 

• Applies a pre-established per hour bill i ng rate rather than a rate based on 
costs to develop its budget for interagency contracts. For example, for the 
2012-2013 biennium SOAH used the $100 per hour bi ll i ng rate specified 
in the General Appropriations Act (82nd Legislature). Auditors calculated 
that its actual cost per direct hour for fiscal year 20 II was $125 based on 
the data in SOAH's systems and the Uniform Statewide PayrolllPersonnel 
System (USPS). 

When preparin g its budget, SOAH calculates historical costs for its 
operations. While historical costs can be a useful tool in developing 
reasonable budget projections, SOAH's methodology for calcu lating those 
costs l imits their usefulness of any analysis performed on those costs . 
Specifically: 

• SOAH allocated total historical costs for Fund 000 I and Fund 0006 based 
on estimated percentages that were not based on the actual past 
expenditures associated with each fund. Using estimated percentages that 
are not reconcil ed to actual historical costs increases the risk that SOAH 
may make budget decisions using inaccurate information. 

• SOAH calculated historical costs in total for Fund 
0001 and Fund 0006 rather than by method of 
finance (see text box for a list of the methods of 
finance in each fund). For example, interagency 
contract funds are billed to state agencies based on 
services received; whereas the Legislature directly 
appropriates General Revenue funds to SOAH. 
Because Fund 000 1 contains three methods of 
finance and, therefore, three different revenue 
sources, that approach does not provide SOAH 
with enough detail to analyze and detennin e costs 
related to each revenue source, reasonably proj ect 
its future revenue needs, and monitor and evaluate 
the overall budgetary effect of changes within the 
different methods of finance. 

SOAH's Appropriations for 
Fiscal Year 2012 

Method of Finance 
Fund 0001: 

General Revenue 

interagency 
Contracts 

Appropriated 
Receipts 

Fund 0006: 

State Highway Fund 
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Amount 

S 3,305,957 

S 3,545,187 

S 150,000 

S 3,239,763 



Recommendations 

SOAH should develop and implement a comprehensive and consistent budget 
methodology for each of its methods of finance. This methodology should 
include: 

• Using the actual historical costs of providing services for each of its four 
methods of finance. 

• Applying its actual historical costs to its projected workload for each 
method of finance. 

• Using its projected workload to determine the projected revenue and 
expenditures it will need to provide its projected levels of service by each 
method of finance. 

Chapter 1·8 

SOAH's Al location of Expenditures Within Its Internal Accounting 
System I s  Not Materially Accurate 

SOAH does not allocate its expenditures among its methods of finance or 
accurately allocate direct, indirect, and administrative-related costs within its 
internal accounting system. 

SOAH uses its internal accounting sYlitem (Sage MIP Fund Accountins) to track and 

allocate expenditures by fund. It does not allocate expenditures to each method 
of finance within the funds. As a result, SOAH cannot determine what 
portion of expenditures that it allocates to Fund 0001 belongs to General 
Revenue, Interagency Contracts, or Appropriated Receipts. It is important 
that SOAH's accounting system reflect the actual expenditures for each 
method of finance so that it can (l) effectively monitor the funding levels 
associated with each method of finance, (2) determine whether funding levels 
are appropriate, and (3) detennine whether contractual requirements with 
various agencies are being fulfilled. 

SOAH allocates expenditures to Fund 0001 and Fund 0006 based on estimated 

percentages rather than on the actual costs aSSOCiated with each fund. This increases 
the risk that SOAH is not accurately tracking the costs related to each fund. 
For fiscaJ year 2011, based on data in SOAH's systems and USPS, auditors 
determined that SOAH over allocated expenditures to Fund 0001 by $209,311 
in fiscal year 20 I I  (see Table 1 on the next page.) 
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Table 1 

Fund 0001 

General Revenue Not Available a $3,253,518 

Interagency Contracts Not Available a 3,552,037 

Appropriated Receipts 127,435 127,435 

Totals lor Fund 0001 $7,142,301 $6,932.990 
Totals for Fund 0006 53,778,088 $3,987,399 

a SOAH does not capture thi� level of information in ftslnternal accounting system. 

Sources: USPS and SOAH's internal accounting and timekeeping systems. 

Auditors identified the following instances in which SOAH's allocation of 
expenditures within its internal accounting system for fiscal year 20 I I  was not 
reflective of actual costs: 

• SOAH allocated to Fund 0006 (State Highway Fund) direct salary costs 
for driver license suspens ion cases based on estimated percentages. 
However, according to SOAH's timekeeping systems, auditors calculated 
the actual percentage for allocating those costs was an average of 41 
percent at year end. As a result, SOAH allocated $1,9 81,236 to the State 
Highway Fund for direct salaries for driver license suspension cases, 
rather than the $1,394,005 in actual direct costs calculated by auditors. 

• SOAH allocated 100 percent of non-payroll administrative costs to Fund 
0001, even though tne majority of the cases beard in fiscal year 2011 were 
driver license suspension cases funded by the State Highway Fund (Fund 
0006). 

While using est imated percentages can help SOAH increase efficiency for 
day to-day operations, it should perform periodic reviews to determine the 
actual costs incurred for each method of finance and adjust its allocated 
expenditures in its internal accounting system and its estimated percentages to 
reflect those actual costs. 

While SOAH approprlately allocated direct non-payroll expenditures (travel, 
court costs, and other expenditures) at the time that the expense was incurred. 
it allocated expenditures for indirect non- payro ll expenditures and for all 
judges' salaries based on a ratio, rather than on the cost of actual services 
provided. In addition , SOAH did not appropriately allocate expenditures 
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among direct, indirect, and administrative categories because it did not 
properl y allocate j udges' salaries in its internal accounting system (see 
Chapter 2 for more infonnation). 

Recom me ndati 0 ns 

SOAH should: 

• Develop and imp lement a methodology for allocating costs in its internal 
accounting system that reflects the actual cost ofperfonning all types of 
services. 

• Use the allocated costs in its internal accounting system throughout all of 
its processes, including its reporting and budgeting. 

Chapter 1·( 

SOAH Does Not Have Documented �olicies and Procedures for Its 
Budgeting Process 

SOAH lacks documented policies and procedures [or preparing its budget. In 
addition, its budgeting process lacks adequate reviews . While SOAH's 
current process includes informal, minima l reviews of the �preadsheets used 
to calculate its budget, those reviews are not sufficient. Auditors identified 
calculation and recording errors in the spreadsheet that SOAH used to allocate 
historical cost and project its workload for its f scal year 2012 budget . SOAH 
may have been able to identify and correct those errors if the spreadsheet had 
undergone a formal, documented review. Having documented policies and 
procedures that include adequate reviews would help SOAH to detect many of 
the inconsistencies noted above and help ensure that its budgeting processes 
are cons istent and produce accurate results. 

[n addition, SOAH's interagency contract with the Commission on 
Environmental Quality (Commission) does not comply with statutory 
requirements. The General Appropriations Act requires SOAH to refund any 
difference between the amount paid under the contract and the funding 
necessary to provide the agreed-upon services. However, SOAH's contract 
with the Commission includes a clause allowing for a 20 percent variance 
before any amounts must be refunded. 
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Recommendations 

SOAH should: 

• Develop and imp lement documented policies and procedures for its 
budget process that include fonnal reviews of all spreadsheets used in its 
budget process to determine whether consistent methodologies are applied 
and whether the spreadsheets are accurate and complete. 

• Ensure that its contracts are in accordance with al l statutory requirements. 
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Chapter 2 
SOAH Should Improve the Accuracy of Its Hearings Activity Report 

SOAH reported inaccurate information in two of the three parts of its 
Hearings Activity Report for September 1, 2010, through August 31, 20 II. 
Auditors considered information in the Hearings Activity Report to be 
materially accurate if it was within 5 percent of calculated results. 

Hearings Activity Report 
Article VIII, General Appropriations Act 
(81st Legislature) requires SOAH to submit 
to the L�islative Budget Board and the 
Office of the Govemor: 

"fA) report [that] shall indicate. 
for each agency served. the 
person hours allocated to the 
agency's cases and the cost. both 
direct and Indirect, of conducting 
the hearings. The report shall 
also Indicate, for each agency 
served, the number of cases 
received, the number of cases 
disposed of, the number of 
administrative ffne cases disposed 
of and the median number of 
days betwen the date a case is 
received by SOAH and the date 
the case is finally disposed of, 
du ri ng the {epo rti ng period. H 

The Hearings Activity Report summarizes SOAH's 
performance and costs and is not used as a basis for the 
agency's billing or its annual financial report. SOAH's 
Hearings Activity Report is divided into three parts. The 
report also contains definitions on how each part and category 
should be calculated. 

Part J, which reports statistics on the numbers and types of 
cases, and Part II, which reports the direct time spent and costs 
associated with each case, contained inaccurate information 
due to calculation errors and SOAH not fol lowing the 
definitions of how to report the information. Based on 
information in SOAH's timekeeping and accounting systems, 
SOAH reported accurate information that complied with 
definitions in Part III, which reports judges' ind i reet time. 
SOAH submits the report to the Legislative Budget Board and 
the Office of the Governor by May 1 and November 1 of each 
fiscal year (see text box). 

See Appendix 3 for a summary of the amounts reported in each section of the 
Hearings Activity Report. 

All three parts of the Hearings Activity Report are reliant on data contained in 
mUltiple computer systems that are not integrated, are highly manual, and have 
poor controls. Therefore, the infonnation contained in the Hearings Activity 
Report is only as rel iable as the underlying data (see Chapter 3 for information 
about the weaknesses in SOAH's timekeep ing systems and processes). 

Auditors identified various issues that affected mUltiple sections of the 
Hearings Activity Report for September 1,2010, through August 3I, 20 II. 
Specifically: 

• Auditors identified numerous timekeeping issues (see Chapter 3-A) related 
to unrecorded, duplicate, and data entry timekeeping errors. These 
timekeeping issues affected the time worked hours category in Part I and 
the direct time category in Part II of SOAH's Hearings Activity Report. 
Because the direct, indirect, and administrative costs in Part II of the 
Hearings Activity Report rely on the direct time category's completeness, 
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auditors also could not determine the effect of the identified timekeeping 
issues on the accuracy of associated costs. 

• SOAH used an erroneous mathematical calculation to calculate the 
number of pending cases that affected the reported results for the Number 
of Cases Pending at Start of Reporting Period and Cumulative Number of 
Cases Pending at End of Reporting Period categories in Part I of the 
Hearings Activity Report. 

• SOAH reported inaccurate information that was not in accordance with its 
definitions for its direct salaries charges reported under direct costs. As a 
result, it also reported inaccurate information for indirect costs and 
administrative costs. 

Chapter 2-A 

SOAH Reported Information in Part I of Its Hearings Activity 
Report That Was Inaccurate and Did Not Comply with Definitions 

Part I • Workload and Cost 
Allocation Summary 

This portion reports statistics on the 
numbers and typ� of cases for the 
reporting period. It presents the 
information in each category by agency 
serve<! and provides a summary by 
category. 

Types of Cases 
Administrllttve License Revocat1oo Cases 
- These are- driver license suspension 
cases that the Department of Public 
Safety re-fe-rs to SOAH. In a driver license 
SUSpef\sion case, a driver has failed or 
refused a breath or blood alcohol test, 
has been arrested (or driving or boatinj 
while intOxicated, and has requested a 
hearing on the proposed suspension of his 
or her driver license. Oriver license 
suspension cases, which are funded 
through the State Highway Fund (Fund 
0006), accounted for 82.9 percent of 
SOAH's total reported cases ill fiscal year 
2011. 
General Oocket Cases - These are aU 
cases that are not driver license 
suspef\sion cases. These cases can 
include, but are not limited to, contract 
claims, tax, lice�ing and enforcement 
hearings, and other hearings. General 
docket cases, which are funded through 
the General Revenue fund and 
Interagency contracts, accounted for' 7.1 
percent o( SOAH's total re-ported cases in 
fiscal year 2011. 

Auditors tested all eight of the case-related categories in Part I 
of the Hearings Activity Report for September 1, 20 10, through 
August 31,2011 (see text box for a summary of the information 
presented in Part I). SOAH groups its cases into two primary 
classifications: administrative license revocation cases (driver 
license suspension cases) and general docket cases (see text box 
for more information about these case types)_ 

SOAH reported accurate information for six of eight categories 
for general docket cases; however, it reported accurate 
information for only two of six categories for driver l icense 
suspension cases. When combined, SOAH reported accurate 
overall totals for three of eight categories (see Table 2 on the 
next page for a summary of accuracy of each category and 
Appendix 3 for detailed information). 
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Table '2 

Number of Cases Inaccurate Accurate Inaccurate 
Pendfnl at Start of 

Reportlna Period a 

Cumulative Number of Inaccurate Accurate Inaccurate 
Cas� Pend1ng at End of 

Reporting Period 
a 

Time Worked Hours Unable to Determine Unable to DetermIne Unable to Determine 

Number of Case� Unable to Determine Accurate Unable to Determine 
Received 

Number of b Unable to Determine Unable to Determine 
Admfni�tra,�We F.l� 

Not Applicable 

Cases PlsposeEl 

Number of Cases Accurate Accurate Accurate 
Disposed 

To�atC� Work� a Accurate Accurate Accurate 

Median Days at SOAH Not Applicable 
b Accurate Accurate 

a Rider 6, page VIII-), General Appropriations Act (81st L�islature) did not require SOAH to report results 
for these specific categories. 
b 

For driver license suspension I:ases, six of the eight cate!lori� reported In the H�ar;ngs Activity Report 
contain Information related to those cases. 

Source: SOAH 's Hearings Activity Report for September 1 ,  2010, through August 31 , 201 1 .  

Driver License Suspension Cases 

Of the six categories reported for driver l icense suspension cases, SOAH 

reported inaccurate information for two categories and material ly  accurate 
infonnation for two categories. A uditors were unable to detenn ine the 
accuracy of the rem ain ing two categories. 

SOAH overstated two categories beca use it used a mathematical fo rmula rather 
than com pi ling a list of cases. 

SOAH o verstated n umber of cases pendi ng at start of report ing period by 57 
percent (4,974 cases) and cumulative number of cases pending at the end of 
reportin g period by 62 percent (5 ,5 t t eases). 

The overstatements occurred because SOAH calcu lated the number of 
pending driver license su spension cases through a mathematical fonnula that 
re l ies on other categories reported rather than obtain ing a count of all pendi ng 
cases. Th is di fTers from the methodology SOAH used to calculate the num ber 
o f  pend ing general docket cases. 
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In addition, because SOAH used m athematical form ulas, it did not compile a 
l ist of the case numbers for the dri ver l icense suspension cases that were 
pend ing at end of the reporting period. SOAH also did not extract a l i st of the 
cases it received during the reporting period. There fore,  SOAH was unable to 
reconcile its reported amounts to an actual l ist of cases pend ing or recei ved. 
Compi ling a list would he lp SOAH to determ ine whether its m athematical 
form u la is accurate and help it ensure that all  com ponents are correctly 
reported. While the Department of Publ ic Safety owns and maintains the 
driver l icense suspension hearings database, SOAH should still obtain 
documentation to support its reported numbers. 

Auditors could not determi ne the accuracy of two categories because SOAH 
lacked sufficient su pporting documentation and com p l ete i nformation in its 
ti mekeeping systems.  

For time worked hours, SOAH lacked complete timekeeping information and 
for num ber of cases rece ived, SOAH lacked sufficient supporting 
documentation. Specifically: 

• Time worked hours. As discussed in Chapter 3-A, SOAH had timekeeping 
weaknesses related to unrecorded, duplicate, and data entry timekeeping 
errors. Because SOAH lacked complete information; auditors could not 
detennine how much should have been reported for this category. 

• N umber of cases received. SOAH disposes of in format ion related to a driver 
license suspension case two months after tbe case is resol ved unless the 
case is in appeal , which is in accordance with its records retention policy. 
As a result, there was not sufficient documentation supporting SOAH' s 
reported information for this category to permit auditors to determine the 
accuracy of this category. In addition, as discussed above, SOAH d id not 
compile a l i st of the case numbers included in the total reported.  Upon 
request, SOAH subsequently provided a list of cases received in fiscal 
year 20 1 1 , but auditors were unable to verify that list because of the lack 
of supporting documentation . 

Although SOAH reported materially accu rate information for two categories, 
auditors identifIed Issues that Increase the risk that SOAH eQuId report 
i naccu rate informati on In future reports . 

SOAH reported materially accurate information for the number of cases 
disposed and total cases worked categor ies. However, auditors identified 
some issues that increase the r isk that SOAH could report inaccurate 
information in these two categories in future reports. 

To arrive at the num ber of cases disposed for driver license suspens ion cases, 
SOAH counted from its driver l icense suspension time system the number of 
instances in which a judge charged time for preparing a case' s  final order. 
Using time as the basis for this calculation is not as reliable as counting the 
number of closed cases from its driver l icense suspension hearing system 
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because there is an increased risk of time not be ing reported or being 
inaccurately entered. Aud itors identified several errors in SOAH' s  
m ethodology for determin ing the num ber of cases disposed . While these 
errors did not result in SOAH reporting material ly i naccurate information in 
its Hearings Activity Report for fiscal year 2 0 1 1, they increase the risk that 
SOAH m ay report material ly inaccurate information for other time periods. 
Specifically : 

• Audi tors identified 1 , 1 72 cases that SOAH heard and closed in fiscal year 
20 1 1 for which the judges did not charge time for writing the final order. 
Because it relied on its timekeep ing system to calculate this category, 
SOAH did not incl ude those 1 ,172 cases heard and closed in fiscal year 
20 1 1  in its reported totals. 

• Auditors identi fied 567 driver l icense suspension cases that SOAH 
counted as d isposed twice . Some of those cases were appeals and others 
were erroneously dupl icated. Including appeals in the count of disposed 
driver l icense suspension cases is inconsistent with SOAH's calculation 
for d isposed general docket cases, which did not include appeals. 

General Docket Cases 

Of the eight categor ies reported for general docket cases, auditors could not 
determine the accuracy of two categories. SOAH reported material ly accurate 
infonnation for the remaining six categories .  

SOAH reported materia l ly accurate Informatfon for six categories. 

SOAH reported materia l ly accurate infonnation for the fo l lowing six 
categories: 

• Number of cases pending at start o f  report ing period . 

• Cumulative number of cases pend ing at end of reporting period . 

• Number of cases received. 

• Number o f  cases disposed . 

• Tota l cases worked. 

• Median days at SOAH. 

Auditors cou ld n ot determine the acc uracy of two categories. 

Because SOAH lacked complete in fonnation in its timekeeping systems and 
used calculations that did not comply with the definitions in the Hearings 
Activity Report, aud itors could not determine the accuracy of two o f  the eight 
categories reported for genera l docket cases. Specifically: 

A n  Audit Reporl o n  Sele(ted FinanCial COntrols a t  the Stale Office o f  Administrative Hearin!!$ 
SAO Report No. \ 2-036 

June 20\2 
Page 1 1  



� Time worked hours. Auditors could not determine the materia l accuracy of 
th i s  category because of t imekeeping issues identified in Chapter 3-A. 

• Number of administrative fine casas disposed. SOAH d id not calculate the 

n urn ber 0 f adm in istrative fine cases disposed in accordance wi th the 
category' s  definition. Accord ing to the Hearings Activity Report, this 
category "reflects the number of cases reso lved in which an adm inistrative 

fine or pena lty was an issue in the proceeding. It does not necessarily  
reflect the number of cases in which an administrative fine was 
recommended or awarded." However, SOAH counted only the cases in 
which an administrative fine was assessed, rather than all  cases in which 
an administrative fine or pena lty was an issue in the proceeding. It should 
be noted that SOAH reported the same number for this category in its 
Hearings Activity Report that it reported for its Number of Adm inistrative 
Fine Cases Disposed perfonnance measure (see Chapter 4 for more 
information about SOAH's performance measures). However, the 
performance measure definition states that SOAH should include only 
those cases in which payment of an adm inistrative fine was recommended 
or required. 

Recommendations 

SOAH should: 

• Ensure that it compiles and maintains a l ist of all driver license suspension 
cases included in its reported categories at the time the category is 
calculated and perfonn any necessary steps to ensure that all cases are 
appropriately included, whether through reconcil iation or col laboration 
with the Department of Publ ic  Safety. 

• Consider retain ing support, whether electronical ly or in original hard-copy 
fonn, to support infonnation entered into the systems it rel ies upon for 
reporting . 

• Ensure that all categories in the Hearings Activity Report are consistently 
ca lculated and in accordance with definitions. 
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Pa rt II � Summary of 
Services Provided 

This portion reports the direct 
time spent on and the costs 
associated with each case. It 
presents the information in each 
category by case and subtotals 
by agency served. 

Di re-c:t , I ndirect, and 
Administrative Costs 

Oirect cons: These are costs 
that directly benefit a specific 
service, such as performing a 
hearing. In SOAH 's Hearings 
Activity Report, direct costs are 
comprised of salary costs for a 
judge's time spent working on 
each case and other direct 
expenditures (or a judge's 
travel, court costs, and other 
heanng·retated costs.  

Indirect costs: These are costs 
that indirectly benefit specific 
services, such as the cost to 
manage hearing files. In the 
Hearings Activity Report, 
indirect costs comprise the 
personnel costs for docketing. 
legal services, and hearing 
division support staff and 
managers. 

Administrative costs : These are 
costs that are not associated 
with a specific functiOf1, such as 
for rent or utilities. In the 
Hearings Activity Report, 
administrative costs comprise 
pe rsonnel costs, such as 
financial personnel and 
management (osts, as well as 
equipmen t ,  supplies, and other 
operating expenditures. 

Chapter 2-B 
SOAH Reported I n formation in Part II of Its Hearings Activity 
Report That Did Not Reflect Actual Costs and Did Not Comply with 
Definitions 

A uditors tested all  seven categories in Part II of SOAH's Hearings Activity 
Report for September 1 ,  20 1 0, through August 3 1 , 20 1 1 (see text box for a 
summary of the information presented in Part II) . One category reports the 
amount of time spent directl y on hearings. The other six categories report 
SOAH's tota l expenditures for a reporting period as direct, indirect, and 
administrative costs (see text box for more information about those cost 
types). 

The total expenditures that SOAH reported in the Hearings Activity Report 
were consistent with the total expenditures reported in the Uniform Statewide 
Account ing System for fiscal year 20 1 1 .  In addition, SOAH reported accurate 
information for the d irect hearing related expenses it reported under direct 
costs . However, SOAH reported inaccurate information that was not in 
accordance with its definitions for its d irect salaries charges reported under 
direct costs. As a result, it also reported inaccurate in formation for indirect 
costs and administrative costs. Auditors were unable to detenn ine the 
accuracy of the direct time category (see Table 3 for a summary of accuracy 
of each category and Appendix 3 for detai led information). 

Table 3 

Part II � Summary of Services Provided 

    
 ,     In. Part II " : Reported Tot�1 .  

     
Direct Tfme 
Hearing·related Time Direct - Hours 

Direct Costs 
Hearing·related Time Direct · Charges 

Hearing·related Expenses Direct · Travel 

Hearing·related Expenses Direct · Court Costs 

Hearing·relaled Expenses Direct - Other Costs 

Indfrect Costs 
Hearings Program Support 

Administrative Costs 
Administrative 

Unable to Detennine 

Inaccurate 

Accurate 

Accurate 

Accurate 

Inaccurate 

Inaccurate 

Source: SOAH's Hearings Activity Report for September I ,  2010, through August 31 , 
201 1 .  
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Au ditors cou l d  not dete rmine whether SOAH reported mate rially accurate 
i nformation for one category. 

Auditors could not detennine whether SOAH reported materially accurate 
information in the direct time category because of timekeeping issues 
identified i n  Chapter 3 -A .  Because the reported costs per case rely on this 
category's completeness, auditors could not detennine the effect on the 
accuracy of associated costs discussed below. 

SOAH did calculate the direct time category in accordance with the defin i t ion 
in the Hearings Activity Report. Specifical l y, the Hearings Activity Report 
states that direct time is the total amount of hours c lassified as d irect within 
SOAH ' s  timekeeping systems. SOAH did not include time spent on non 
case-specific activ ities, such as training and leave, in its calculations for direct 
time, which is in accordance with the defin ition . 

SOAH does not al locate salaries ac ross di rect. in direct. and adm inistrative costs 
in a m anner that reflects the act ual costs incu rred per case. 

While SOAH' s  allocation methodology is reasonable for al locating 
admi nistrative expenditures unrelated to judges' and paral egals' time, it does 
not allocate salaries in a m anner that reflects the actual direct, ind irect, and 
administrative costs incurred per case. Driver license suspension cases, 
interagency contract cases, and General Revenue cases are funded through 
different methods of finance. Because of this, it is important that SOAH 
appropriate ly a l locate costs among its cases and agencies so that i t  accurate ly 
reports costs associated with each method of finance. 

SOAH allocates all  costs within the Hearings Activity Report by dividing the 
total expenditures by the total direct hours for the reporting period and 
multip lying the result by the d irect time recorded to each case to derive the 
cost per case for each category. This methodology does not reflect the actual  
costs for each case, agency, aT method of finance. For example : 

• For tax division cases referred by the Office of the Comptro ller of Public 
Accounts, SOAH' s  timekeeping system recorded a minimal amount of 
time as spent by dedicated tax division judges I on other types of cases for 
the Office of the Comptroller of Public Accounts in fiscal year 20 1 1 .  
Therefore, 96 percent of the salary costs for those judges should be 
reported as costs for tax cases for the Office of the Comptroller of Public 
Accounts. However, SOAH allocated the costs for tax division judges 
among all cases and entities, inc luding cases funded through the State 
Highway Fund, in its Hearings Activity Report. In its Hearings Activity 

I Rider 9, page VI l I-4, General Appropriations Act (8 t st Legislature) states that the contractual agreement between the Office of 
the Comptrol ler of Public Accounts and SOAH for tax division cases shall stipulate the cost of dedicated tax division judges. 
Texas Government Code, Section 2003, 101  (c), states that the tax division judges may conduct hearings for other state agencies; 
however, th is requires notifcation to the Office of the Comptroller of Public Accounts in writing. 
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Report for Septem ber 1, 2010, through August 3 l ,  20 1 1 ,  SOAH reported 
total costs for tax cases o f  $585, 894. Auditors calculated that the actual 
for tax cases was $ 6 1 7,462. 

• SOAH did not al locate actual costs for driver license suspension cases, 
wh ich are funded through the State Highway Fund . Costs reported for 
driver l icense suspension cases include an average cost of all j udges' time, 
regardless of whether that judges ' hours are or are not included in the 
related direct time category. In its Hearings Activity Report for September 
I ,  20 1 0 , through August 3 1 ,  20 1 1 ,  SOAH reported total costs to the State 
Highway Fund of $4,541,73 1 .  Auditors calculated that the actual costs to 
the State Highway Fund were $3,987,399. 

SOAB's allocation methodology for its Hearings Activity Report may not 
fully comply with Rider 6, page VIlI-3, General Appropriations Act (8 1 st 
Legislature), which states that "The report shall indicate, for each agency 
served, the person hours al located to the agency's cases and the cost, both 
d irect and ind irect, of conduct ing the hearin gs . " 

SOAH reported in accurate informat i on  fo r one direct cost category. 

SOAH reported inaccurate information for direct salaries. ThIS occurred 
because SOAH d id not accurate ly al locate judges' and paralegals' salaries 
between direct, indirect, or administrative costs. Specifically, SOAH incl uded 
1 00 percent of judge salaries in its calculation of d irect salary costs. The 
Hearings Activity Report definition states that only costs attributable to hours 
classified as direct in SOAH ' s timekeeping systems should be reported as 

direct salaries. To accurately reflect the associated direct salary costs, SOAH 
should have excluded the portion of the salaries not attributable to the reported 
totals for the direct time category discussed above, such as train ing and leave. 

In addition, SOAH did not include any of the cost for paralegals in its 
calculation for direct salaries. Although this is in accordance with the 
definition for direct costs, it  is inconsistent with the definition for direct time. 
Specificall y, the defin ition for direct time includes direct hours for SOAH 
j udges, paralegals, and temporary judges. In contrast, the definition for direct 
costs states that total costs attrib utable only to direct hours for SOAH judges 
shou ld be incl uded. Including the costs for paralegals' direct time would 
more accurately reflect the d irect costs of providing services. 

In its Hearings Activity Report for September 1 , 20 1 0, through August 3 1 , 
20 I I , SOAH reported total direct salaries of $6, 53 7,024. Auditors calculated 
that actual direct salaries totaled $3,968,789.  

SOAH reported accurate information for three di rect cost categories . 

SOAH reported material l y  accurate information in the direct expense 
categories of travel, court costs, and other costs. At the time o f  entry of these 
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costs in its internal accounting system, SOAH records the case associated with 
each cost; therefore, these costs are not al located based on d irect time. 
A uditors traced all amounts reported in the Hearings Activity Report for 
September 1 , 20 1 0, through August 3 1 ,  20 1 1 ,  directly to the cases and costs 
reported in SOAH' s  internal accounting system. 

SOAH reported inaccurate i nformation for indirect costs. 

For indirect salary costs, SOAH did not include the portion of j udges' salaries 
for case-re lated time that is not bi l led or charged to referring agencies.  
Instead, SOAH included those costs in d irect salary costs . SOAH should 
utilize infonnation already presented in Part III for judges' case-related time 
not bil led or charged to agencies to help i t  detennine the portion ofassociated 
costs in th is  category. 

SOAH also included 1 00 percent of paralegals' sa laries as an indirect cost. 
SOAH should have included the portion of paralegal salaries spent directly on 
cases as direct salaries and time spent on training and leave as administrative 
costs. In i ts Hearings Activity Report for September 1 , 20 t o, through August 
3 1 , 20 I I , SOAH reported total ind irect costs of $2,757,2 1 3 . Auditors 
calculated that total indirect costs were $2,603,677.  

SOAH repo rted inaccu rate i nformation for administrative costs. 

For administrative costs, SOAH did not include the portion of j udges' and 
paralegals'  salaries related to non-ease-specific act iv ities. In its Hearings 
Activity Report for September 1 ,  20 I 0, through August 3 1 ,  20 1 1 ,  SOAH 
reported total adm inistrative costs 0 [ $ 1 ,3 94,260. Auditors calculated that 
total administrative costs were $4, 1 1 6,03 1 .  

SOAH should utilize information already presented in Part III for j udges' non
case-specific time to heJp it detennine the portion of associated costs in this 
category. 

Recommendations 

SOAH should ensure that all costs reported in its Hearings Activity Report 
are: 

• Reflective of actual costs 1n each of the three expense categories : d irect, 
indi�t, and administrative. 

• Reflective of actual hours spent and costs associated with the individual 
cases and agencies listed. 
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Part III - ]60 Report 

This portion summartzes 
Judges' case-relate<! time by 
case that is not billed to 
referring agencies and non
case specific activities by 
activity. 

Chapter 2-( 

SOAH Repo rted Accu rate I n formation That Complied with 
Definitions in Part I I I  of Its Hearings Activity Report 

Based on infonnation in SOAH 's timekeeping and accounting systems, 
SOAH reported accurate information that com pl ied with definitions for both 
categories in Part 1II of its Hearings Activities Report for September 1 ,  20 1 0 , 
through August 31,  20 I I , which reports judges ' indirect time (see text box). 
Specifically: 

• Auditors traced the reported total num ber of case-related judges' hours not 
billed to agencies to the key system used to calculate that total without 
exceptions .  

• Auditors traced the reported total nu mber of non-ease-related j udges' time 
to the key system used to calculate that total without exceptions. 

Table 4 summarizes the accuracy of each category in Part III (see Appendix 3 
for detai led information). 

Table 4 

Part I I I  - ]60 Report 

. - -  
     
. '  : ' . . I ,   

j'   i� Part III  � Re�rted Total  
CelSe-related \4U a Ho.u�. Not 
811te<! tG-)\genc:ies 
Non-ease-related AU Time 

a 
AU is Administrative Law Judge. 

Mc:urate 

Accurate 

Source: SOAH 's Hearings Activity Report (or September I ,  
2010, through August 31 , 201 1 .  

T h e  information reported in Part I I I  of the Hearings Activity Report is  only as 
rel iable as the underlying data (see Chapter 3-A for more information on the 
underlying data issues). 

Chapter 2-D 
SOAH Uses Inconsistent Meth odo logies to Al locate Its Costs 

SOAH uses different methodologies to allocate direct, indirect, and 
administrative costs among funds in its acco unting, budgeting, and reporting 
processes. None of the methodologies accurately allocates actual costs among 
the methods of financing. 

The allocation of costs reported in SOAH's Hearings Activity Report did not 
match the al location of costs in SOAH 's internal accounting system. This 

A n  Audit Report on Selected Financial Controls at the State Offfee o f  Administrative Hearinas 
$.4.0 Report No. 1 2-0J6 

June 2012 
P<IiE! t 7  



resulted in SOAH reporting totals for each expense category in its Hearings 
Activity Report that differed from the totals shown in its internal accounting 
system . In addition, SOAH uses a third cost allocation methodology to 
develop its budget. However, none of the reported costs using any o f  the three 
methodologies are reflective of actual costs. See Appendix 4 for a 
comparison of al l three methodologies and actual costs as calculated by 
auditors. 

SOAH should provide consistent and accurate information about bearing
related costs to agency management, the Legislative Budget Board, Office of 
the Governor, and the Legislature so they can make informed planning and 
funding decisions. 

Recommendatfon 

SOAH should develop and implement a single cost al location methodology 
that is reflective of actual costs for its accounting, budgeting, and reporting 
processes . 
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Chapter 3 
SOAH Should Address Weaknesses in Its Time Collection Processes and 
Con tinue to Improve Con trols Over Its Information Technology 
Systems 

SOAH' s  current time collection processes and systems do not a l l ow 
ind iv iduals or management to identify overreported, underreported, or 
unreported time. It should be noted that aud itors did not rev iew the accuracy 
of SOAH's bill ing processes . SOAH uses two timekeepin g systems that are 
not integrated and do not capture ind irect or paralegal time related to driver 
license suspension cases. In addition, SOAR's process for reviewing the t ime 
entered into its timekeeping systems is not working as intended. 

SOAH has worked to address prior audit issues and improve its management 
of infonnation technology. However, SOAH continues to use non-supported 
so ftware and does not consistent ly ensure that users' access to i ts systems is 
appropriately managed. 

Chapter 3-A 

SOAH ' s  Time Coflection P rocesses and Systems Do Not Ensure That 
All Time Worked Is Completely or Accurately Recorded 

SOAH's current time co l lection processes and systems do not allow 
individuals or management to identify overreported, underreported, or 
unreported time for any given day. It is important that SOAH completely and 
accurate ly col lect time worked because the majority of the calculations related 
to SOAH ' s Hearings Activity Report, budget, and performance measures 
depend on this information. 

S OAH currently has two timekeep ing systems for case-re lated time, and it 
records leave in USPS . In addition, SOAH maintains an add itional database 
to track leave time not recorded in USPS, such as leave taken for exercise 
time . Those two case-re lated timekeeping systems are: 

• TimeSltps. SOAH uses this system to record direct and ind irect time that 
j udges and paralegals spend on general docket cases, as well as 
administrative time spent related to general docket and driver l icense 
suspension cases. 

• Lotus Notes- Time. SOAH uses th is system to record direct time that judges 
spend on driver l icense suspension cases.  

The two timekeeping systems and the leave database are not integrated. 
Auditors identified several weaknesses in  SOAH's timekeep i ng systems 
related to unrecorded, dupl icate, and data entry timekeeping errors . This 
occurred because SOAH did not reconcile the total amount of time reported to 
the total amount of time its emp l oyees worked in a given day. A udi tors 
communicated other speci fic issues related to SOAH's timekeeping processes 
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to SOAH management separately in writing. Examples o f  issues related to 
SOAH's t imekeeping processes i nclude: 

• As d iscussed in Chapter 2, auditors identi fied 1 , 1 72 cases for which the 
j udges did not charge a\ l  of their time worked. For fiscal year 20 1 1 ,  
auditors matched the cases in the driver l icense suspension hearings 
database to the cases in the driver l icense suspension time database. For 
1 , 1 72 cases heard and closed in fiscal year 20 I I ,  the j udges did not charge 
time for writing the final order. Because of the varying nature of th is  
activity, auditors could not determine how much time shou ld have been 
charged for this act ivi ty to each case. 

• Audi tors i dentified 567 driver l icense suspension cases for which final 
order time was charged more than once in the Lotus Notes-Time system. 
Th is occurred because time entries were e ither erroneously duplicated or 
the second entry was a valid entry related to an appealed case . Because of 
SOAH' s  records retention schedule discussed above, auditors could test 
only those entries related to appealed cases. Of the 1 1 appealed cases 
tested, 3 (27 .3  percent) were inval id entr ies . 

• Auditors ident ified 75 erroneously dup l icated entries, which resulted in the 
time entered being overstated by a total of 45.7 hours, in S OAH ' s  
TimeS)ips system . O f  those hours, 2 8.6 were related to interagency 
contract agencies, which are b i lled based on case-related t ime . 

• Three (6 .3  percent) of 48 time entries tested in SOAH ' s Lotus Notes-Time 
system contained data entry errors that resulted in time being overreported 
by 26.75 hours. 

SOAH ' s  process (or reviewins data entered into its timekeeping systems Is not 
adeq uate. 

SOAH' s  process for reviewing the time entered into the TimeS l ips and Lotus 
Notes-Time systems is not working as intended. SOAH's process requires 
judges and team leaders to receive, review, and approve reports that 
summarize the case-related t ime entered into the timekeep ing systems.  
However, auditors noted several errors that this review process did not 
identify. For example, one report was approved even though the total hours 
worked for one day was recorded as 32 hours. This overstatement occurred 
because the time worked for one activity was erroneously entered as 25.0 
hours instead o f  0.25 hours. 

Recommendation 

SOAH should develop and implement a comprehensive process to capture, 
adequately account, and review a l l  time for j udges and staff. 
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Chapter 3-B 

While SOAH Has Worked to Address Prior Audit Issues, It Should 
Continue to Address Weaknesses in Its Information Technology 
Controls 

SOAH has worked to improve its information technology operations and 
address issues identified in An Audit Report on the Stale Office of 
Administrative Hearings (State Auditor's Office Report No_ 06-063, August 
2006)_ Speci fical ly, SOAH: 

• Revised application access in some of its systems. 

• Fu l ly uti l ized some vendor-suppl ied functionality. 

• Improved the security administration process for various applications. 

In add ition, SOAH ensured that administrative access to its application 
resources was reasonable and its information technology pol icies were 
documented. The agency also was working to update its technology 
environment. 

However, SOAH contin ues to use software that the vendors no longer support. 
Using that software is a risk because, in add ition to the absence of product 
support, the vendors often cease offering patches to fix bugs, and unsupported 
and unpatched operating systems are often a target for mal icious code. 

In addition, auditors identified some weaknesses in SOAH's management o f  
user access that increases the risk to data i n  its various appl ications. 
Specifically, auditors identified: 

• Access rights that were i n  excess of what users needed to perform their 
designated job duties or that were not updated when a user's job dut ies 
changed. 

• Access rights that did not al low for proper segregation o f  duties. 

• A lack of documentation for SOAH' s appl ication security roles and 
permissions .  
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Recommendations 

SOA H should:  

• Develop and implement a plan for the replacement of software that is no 
l onger supported by the vendor. 

• Implement security within its systems to help ensure that appropriate 
access restrictions and adequate segregation of duties are in place. 
Specifically: 

• Ensure that employees have the m inim um rights n�essary to perfonn 
their designated job duties. 

• Modi fy  or remove access to SOAH applications as needed when a 
user's job duties or assignments change. 

• Implement access rights that support proper segregation of duties. 

• Gain an understanding of and document the security roles and 
pennissions for al l  applications in use. 

An Audit Reilort on Selected Financial Controls at the State Office of Administrative Heari"8'i 
SAO Report No. 12·036 

June lOll 
Page 12 



Chapter 4 
SOAH Accurately Calculated All Four Key Performance Measures 
Tested 

Certified with 
Qua lification 

A measure is certified with 
qua lifl Ci!lti on when reported 
performance appears 
accurate but the cootrols 
over data collection and 
reporting are not adequate to 
ensure continued accuracy. 

SOAH reported re l iable results for all four key perfonnance measures tested 
for fiscal year 20 1 1 . A performance measure result is considered reliable if it 
is certified or certified with q ualification.  

The following four  performance measures were certified with qualification for 
fiscal year 20 I I  : 

• Number of Cases Disposed. 

• Number of Administrative License Revocation Cases Disposed . 

• Number of Administrative Fine Cases Disposed. 

• Average Time to Dispose of a Case (Median Number of Days). 

While SOAH reported accurate results for all four key perfonnance measures 
tested, it d id not have up-to-date, written policies and procedures describing 
the processes the agency used to collect., calculate, review, and report its 
performance measure data. In add ition to reporting the results to the 
Automated B udget and Evaluation System of Texas (ABEST), SOAH also 
reports the results for al t four perfonnance measures tested in its Hearings 
Activity Report (see Chapter 2). W ithout detailed po l icies and procedures and 
documented reviews, there is an increased risk that SOAH will not report 
accurate performance measure results in the future. The State Auditor's 
Office's Guide 10 Performance Measure Management is a helpful  resource for 
developing documented pol icies and procedures for perfonnance measure 
reporting . 

Recom men dati on 

SOAH should develop and implement detai led, written po licies and 
procedures for the col lection, calculation, review, and report ing of 
perfonnance measure results .  
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Appendices 

Ap�ndl)( I 

Objectives, Scope , and Methodology 

Objectives 

The obj ecti ves of this audit were to determ ine whether the State Office of 
Adm inistrative Hearings (SOAH) has processes and re lated contro ls to help 
ensure that: 

• Budgets are prepared using a reasonable methodology and appropriate 
data . 

• Fi nancial data i s  secure. 

• The Hearings Activity Report is accurate and comp lete . 

Scope 

The scope of this aud it included reviewing SOAH's budget processes and 
procedures for the 20 1 0-20 1 1 and 20 1 2-20 1 3  biennia and the Hearings 
Activity Report for September 1 ,  20 1 0, through August 3 1 ,  201 l .  
Additionally, the scope of this audit included four key performance measures 
that SOAH reported for fiscal year 20 1 1 and the information technology 
systems and processes used by SOAH to produce and calculate i ts budget, 
Hearings Activity Report, and performance measures. Audit work included a 
review of supporting data, spreadsheets, documentation, systems, and 
calculations. 

Methodology 

The audit methodology included col lecting i n formation and documentation 
from SOAH; reviewing pol icies and procedures, statutes, and rules related to 
SOAH's budget preparation, financial data, Hearings Activity Report, and key 
performance measures; analyzing and evaluating data and the results of tests; 
and conducting interviews with SOAH management and staff. Auditors also 
reviewed logical security controls related to user access and passwords; 
reviewed appl icat ion controls; and reviewed controls related to data backups 
and system con fi guration. Auditors also fo llowed up on technology-related 
issues that the State Auditor' s  Office previously identified in An Audit Report 
on the State Office of Administrative Hearings (State Aud itor' s Office Report 
No. 06-063, August 2006). 

Auditors assessed the rel iability of SOAH's financ ial data and the data used to 

develop the budget, develop the Hearings Activity Report, and cal culate key 
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performance measures by interviewing SOAH staff members knowledgeable 
of the data and testing key data elements.  

With the exception of the limitations identified in  SOAH's record retention 
and tim ekeeping processes (see Chapter 3), aud itors detenni ned that the data 
in the fol lowing key systems was sufficiently re liable for the purposes of this 
audi t :  

• Sage MIP Fund Accounting (MIP). SOAH uses this financial accounting 
application to maintain its general ledger and for its financial reporting 
process . Auditors performed data rel iabil ity tests on expenditure data 
from MIP and reconciled that data to the Office of the Comptrol ler of 
Public Accounts' Un ifonn Statewide Accounting System. Auditors also 
reviewed password req uirements and edit checks to determine whether 
they were adequately designed and operating effecti vely. 

• Case Manage me nt System (CMS). SOAH uses this appl ication to maintai n case \ 
information for general docket cases. 

• Ti meSllps. SOAH uses this timekeeping and bil l ing app lication to ( 1 )  
generate agency bi llings, (2) record direct and ind irect time that judges 
and paralegals spent on general docket cases, and (3) record time that 
judges spent on administrative activities. Because it was outside the scope 
of this audit, auditors d id not confirm the accuracy of the bi l ling 
information contai ned in th is system . 

• Lotus Notes-Ti me. SOAH uses this commercial application to record d irect 

time that judges spent on administrative l icense revocation cases (driver 
l icense suspension cases). 

• Lotus Notes-Hearings . The Department of Publ ic Safety (Department) 
maintains this commercial application, which the Department and SOAH 
use to record case inform ation from driver license suspension cases. 
Because auditors did not engage the Department for this audit, auditors did 
not confinn the accuracy of infonn ation that the Department entered into 
the system. 

• Lotus Notes-Appeals. SOAH uses this commercial application to maintain 
case in formation for driver l icense suspension cases on appeal . Aud itors 
relied on this data to draw a sample for testi ng. 

• HR Leave Database . SOAH uses th is database to track employee leave and 
post leave to tbe Unifonn Statewide Payro l llPersonnel System (USPS) 
when applicable. 
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Information col lected and reviewed included the fol lowing: 

• Pol icies and procedures for infonnation security, collection of financial 

data, and the creation of the Hearings Activity Report and perfonnance 
measures. 

• Documentation supporting SOA H ' s  calculations o f  budgeted amounts, 
Hearings Activity Repoyt, and key performance measures. 

• Data stored in mUltiple information systems and databases that SOAH 
used to calcu late and report perfonnance measure results, develop the 
Hearings Activity Report, and compile its annual budgets. 

• Salary and leave information contained within the Office o f  the 
Comptrol ler of Publ ic Accounts' USPS . 

Procedures and tests conducted included the fol lowing: 

• Interviewed management and key personnel at SOAH. 

• Reviewed and tested com pl iance with SOAH policies and procedures, 
perfonnance measure definitions, the General Appropriations Act, the 
Texas Government Code, and The Guide 10 Performance Measure 
Management (State Auditor's Office Report No. 06-329, August 2006). 

• Perfonned general and application control tests on SOAH ' s  key systems, 
including its financial accounting system (MIP). 

• Assessed the accuracy of and related internal controls over the key 
performance measures included in SOAH's Hearings Activity Report by 
recalculat ing and tracing the reported information to source documentation 
when possible. 

• Traced the amounts that SOAH reported in its budget and used in its final 
calcu lations to the source documentation to detennine the accuracy of 
tbose amounts. 

• Compared budgeted costs to actual costs incurred for fiscal year 20 I t . 

• Reviewed SOAH's al location of costs between the various methods of 
finance. 

• Compiled time and leave reported in SOAH's infonnation systems and 
databases and in the Office of the Comptroller of Public Accounts' USPS. 

• Tracked key information in SOA H ' s  information systems to supporting 
documentation when possible. 
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• Perfonned data reliabi l ity tests on the infonnation obtained by auditors to 
detennine the reliabil ity of system produced data. 

Criteria used incl uded the fo l lowing : 

• General Appropriations Act (8 I st and 82nd Legis latures). 

• Texas Government Code, Chapters 77 1 and 2003. 

• Title I ,  Texas Administrative Code, Chapters 1 5 5,  1 5 9, 1 63,  1 65, and 1 67 .  

• Guide to Performance Measure Management (State Auditor's Office 
Report No . 06-329, August 2 006) . 

• Automated Budget and Evaluation System of Texas perfonnance measure 
definitions .  

• SOAH po l icies and procedures. 

• Hearings Activity Report definitions. 

Project I nformation 

Audit fieldwork was cond ucted [rom December 20 1 1 through Apri1 20 1 2 .  We 
conducted this per[onnance audit in accordance with generally accepted 
government auditing standards . Those standards require that we p lan and 
perform the audi t to obtain sufficient, appropriate evidence to provide a 
reasonab le basis for our findings and conclusions based on our aud it 
objecti ves. We believe that the ev idence obta ined provides a reasonable basis 
for our findings and conc lusions based on our audit object ives . 

The fol lowing members of the State Auditor's staff performed the audit: 

• 

• 

• 

• 

• 

• 

• 

• 

Mary Ann Wise, CPA, CFE (Project Manager) 

John Boyd, CIDA (Assistant Project Manager) 

lshani Baxi, CIDA 

Lindsay R. Johnson 

Anca Pinchas, Macy, CPA, CIDA 

Michael Yokie, CISA 

Michel le Ann Duncan Fel ler, CPA, CIA (Qual ity Control Reviewer) 

Verma L. Ell iott, CPA, CIA, CGAP, MBA (Audit Manager) 
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Appendix 2 
Agencies Served by SOAH per Method of Finance 

Table 5 

GeI'1eral Revenue 
a 

(Fund 001 )  

Table 5 lists the 35 agencies for which the costs o f  hearings conducted by the 
State Office o f  Administrative Hearings (SOAH) are funded through General 
Revenue appropriations. Table 5 also l ists the agencies for which SOAH 
provided services in fiscal year 20 1 1 and the method of finance which funded 
those services. 

• Alcoholic Beverage Commission 

• Board of Chiropractic Examiners 

• Soard of Examiners of Psychologists 

• Board of Pharmacy 

• Board of Plumbing Examiners 

• Board of Podiatric Medical Examiners 

• Board of Professional GeoSCientists 

• Board of Professional Land Surveying 

• Board of Tax Professional Examiners 

• Board of Veterinary Medical Examiners 

• Commission on Fire Protection 

• Commissloo on Law Enforcement Officer Standards and Education 

• Department of Agnculture 

• Department of Housing and Community Affairs 

• Department of Insurance (not Including the Division of Workers' Compensation) 

• Department of LIcensing and RegulatiOfl 

• Department of Pub4.;c Safety (non·admlnistrative license revocatiorl heanrlgs) 

• Department of Transportation (not including the Motor Vehicle Division) 

• Employees Retirement System 

• Executive COlll1cll of Physical Therapy and Occupational Therapy Examiners 

• Fire Fighters' Pension Commlssioner 

• Funeral Service Commissioo 

• Higher Education Coordinating 80ard 

• Optometry Board 

• Parks and Wildlife Department 

• Public Utility Commission of Texas 

• Racing Commission 

• Real Estate Commission (not including resident ial seNice companies and Texa� 
Timeshare Act hearings) 

• Secretary of State 

• Secu lit ies Board 

• Teacher Retirement System 

• Texas Board of Nursing 

ArI AudIt Report on Sel.ected FInancIal Controls at (he State Otflce of Administrative Hearing$ 
SAO Report No. 1 2 036 

June 2012 
Page 28 



State Highway Fund 
tFund 00 
Interagency Contracts - Lump Sum 

(Fund (001) 

Interagency Contracts - AU Other 

Billable b 
(fund 001 )  

• Texas Medical Board 

• Texas State Board of Dental Examiners 

• Department of Public Safety (administratiVe license revocation heanngs) 

• Commission on EnVironmental Quality 

• Office of the Comptroller of Public Accounts 

COfltract Claims 

• Department of Criminal Justice 

• General Land Office 

• University of Houston System 
• The University of Texas at EI Paso 
Apraisal Revfew Board 
• Office of the Comptroller of Public Accounts 

Howly 

• Board of ArdAtectural Examiners 

• Board of Profesional Enginers 
• Department of Alma and Disability SetvIces 
• Department of Famtly and Protective Services 
• Department of Insurance 

• Department of Motor Vehicles 
• Department of State Health Services 
• General Land Ofice 
• Juvenlte Probation Commtsslon 

• Office of the Attorney General 

• State Board of Public Accountancy 

• Texas Educatfon Aaency 
a 

Article VII I ,  General Appropriatkms Act (8 1 s1 Legislature) lists 35 agencies under which the cost of hearings shall be funded 
by the amounts appropriated to SOAH by the General Revenue Fund. Auditors did not confiml that SOAH provided services to 
all 35 agencies in fiscal year 201 1 .  
b 

These are agencies for which SOAH reponed it conducted a hearing during fiscal year 201 1 and are not funded through 
another method of finance. 

Source: SOAH 's Hearings Activity Report tor September 1 ,  2010, through August 31 , 201 1 ;  data from SOAH 'S internal 
accounting system; and Article VII I ,  General Appropriatiol"ls Act (81st Legislature) . 
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Appendix 3 
Amoun ts Reported in SOAH's Hearings Activity Report for September 
1 J 20 1 0, through August 3 1 , 20 1 1  

Table 6 l i sts the totals reported by the State Office of Adm inistrat ive Hearings 
(SOAH) for adm inistrative l icense revocation cases (driver l icense suspension 
cases) and general docket cases in each category of the three parts of its 
Hearings Activity Report for September 1 , 20 1 0, through August 3 J ,  20 1 1 .  

Table 6 

Number of Cases Pending at Start of Repolling Period 8,774 1 ,937 0 
Number of Cases Received 31 .450 9 ,525 0 

Number of Cases Disposed 31 , 3 1 6  6,403 0 

Cumulative Number of Cases Pending at End of Reporting Period 8,908 5,059 0 

Number of Administrative Fine Cases Disposed 0 1 44 0 

Median Days at SOAH 0 73 0 

Total Cases Worked 33,620 6,944 0 

Time Worked Hour 30,659. 4  44,525. 4  0 

ServIces ProvIded 
Hearing Related Time Direct - Hours (Direct Time) 30,659. 4  44,52 5 . 4  0 

1 0,71 1 

40,975 

37,719 

1 3,967 

1 44 

73 

40,564 

7'5 , 184.8 

75, 1 84 . 8  

Hearing Related Time Oirect - Charges (Oirect Salary Costs) $2,665,71 3 .93 $3,871 ,31 0.28 0 $6, 537,024. 2 1  

Hearing Related Expenses Direct · Travet (Direct Expenditures) $51 ,864. 1 4  $ 29, 1 38.96 

Hearing Related EXpeflses Direct - COUll Costs (Direct Expenditures) $130,509.02 5 1 9 ,641.86 

Hearing Related E)(p€flses Direct - Other Costs (Direct Expenditures) 571 7.71  $21 .25 

Hearings Program Support (Indirect Costs) $1 , 1 24,355.66 $1 , 632,856.99 

Administrative ' Indirect (Adminlstrattve Costs) $568,56 1 . 03 $825,698. 56 

Part III 360 

Case-related AU Hours Not Billed to Agencies 
a 0 3,002. 35 

Non-case·related AU Time 5 1 3 . 70 8 , 1 1 4. 25 

a AU is Administrative Law Judge. 
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0 $81 ,003 . 1 0  

0 $ 1 50 , 1 50.88 

0 $738.96 

0 $2,757,212.65 

0 $1 ,394,259.59 

0 3,002.35 

9,442.60 1 8,070.55 



Appendi)( 4 

AI/oca tion Methodologies 

Table 7 

The State Office of Administrative Hearings (SOAH) uses different 
methodologies to a l l ocate direct, indirect, and adm inistrative costs among 
funds in its accounting, budgeting, and reporting processes. None of the 
methodologies accuratel y  allocates actual costs among the methods of 
financing . To determine the actual costs of each category, aud itors 
recalculated each category in the Hearings Activity Report for September 1 ,  
20 1 0, through August 3 1 , 20 I I , using data from SOAH's timekeeping system 
and Unifonn Statewide Payroll/Personnel System (USPS) . 

Table 7 l i sts the total costs for fi scal year 20 J 1 that SOAH reported in its 
inte rnal accounting system ,  Hearings Activity Report for September 1 , 20 1 0 ,  
through August 3 1 , 2 0 1 1 ,  and its budget for the 201 0-20 I I  b iennium . I t  also 
lists cost totals calculated by aud itors. 

Fund 001 
General Revenue Not Available a S 3,046,073 

Interagency Contracts Not Available 
a 3, 332,585 

Appropriated Receipts 127,435 Not Available 
b 

Totals for Fund 0001  7,1-'2,301  6,318,658 

a SOAH does not capture this level of information in its internal accountin!! system. 

b SOAH does not capture thIs level of information in its Hearings ActivIty Report. 

S 3 , 446 . 553 $ 3,253,518 

3,396,215 3 ,552,037 

150,00 127,435 

 6,992,768  

Sources: SOAH's internal accounting and timekeeping systems; SOAH's Hearings Activity Report for September 1 ,  2010, 
through August )1 , 201 1 ;  SOAH's budget fOf the 2010-201 1 biennium; and data from USPS. 
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Appendix 5 
SOAH's Managemen t Response 

State Office of Administrative Hearings 

    
  

Cathleen Parsley 
Chief Administrative Law Judge 

Ma DHgement Responses of the 
State Office of Admin istrative Hearings 

to the A u d it Report o n  
SOAH's Selected Financiul Con trols 

June 6, 20 1 2  

Overall Management Response 

Tile Stale 0 fllce of Administnuive Henrings (SOAH) aPPf<!ci ales lhe work and the 
coullesy of the aud i tors of the S lat" Audilor's Offie<: in cOnlJuc(ing U,e audit  of SOAH's selec(ed 
financial controls. 

In 20 I 2, SOAH celcbrdtc5 twenty ycar.l as tl,e s(alt's central heDrings panel IlJld fleutml 
unu independent administrative forum. We wil l  IICcepl most of the recOrl'lmendatio�s mnde by 
the auditors, contingent on any necc5Sil fund ing, so Ihm SOA H is in the beSI possible position 
10 go forward into the rlex! twenty years. 

That said., it is important (0 state several fundam�J1taJ ami critical puinlS in SOAH 's 
behalf-

SOAH is, :md IliI� always !Nell, nlind fii l lim! il i3 a s[eword of Ihe public luuds 
llpproprio[Cd 10 il by tile L�gislrlturc, and ror twemy yeors it hos cndcnvol'Cd '�lIeccssn\l\y-!o be n 
good and truslworthy SIC\V1lJ'd of lhost! funds. We know whcr� every IIpproprioleti dolbr is nod 
where it got!S, and We lake proroullu issue IYilh lilly conlmry implicUlion. SAO hD� recommended 
lhal \V� unueDt.: and accounl for our rcsource3 di ITcfl:nlly, 0. rccommcndal ion "<! wi II accept. 
UI Limatdy, however, it is undisputed thaI our IolaJ cxpcuscs staled in the Hearings ACLi vily 
Report (HARP), which was audited, are correel. 

300 We" 15''' Stret Sul!e 'i02 Auslir1. Texas 78701 / p.o Bo� 1 3ms Au.rin, T�"" 7A7Il ..:J025 
512,475.4993 (Main) 512.475.345 (Docketing) 512475 4�q4 [Faxl 

W\VW" "h.s!:ate,b. lIS 
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Just as Wi:. know wh �rc every dollar of OllI funding is allocated or spen l ,  we k now the 
S(OtllS of oue resources at any t ime. II ig 9i mply nal the case :hat our financial systems and 
methodologies put U5 ot (isk of 001 knowing if or when SOAH might run short of funds  

We a lso d ispute an)' impliCltion that In creating n budget, our process is insLl(ficienL DlIr 
budgclinS procC5S has mul liple steps, bcgi n n i l lg with the llnlhcriu& or informal ion in the form of 
project ions from lh\l re Ccrrin", agent:ie� and cnli l ies  Ilnd expcnditure data from our own 
databases, We th�tI llOQlyu: al l  the mforma(ion UlId craft. a comprehensive cos(-bllScd budget 
bosed on !�,ree methods of finlUlCC, TIII� AudilOrs have acknowledged thaI thc informlltion
g�tJlI!ring componellt of the process is reasonable, They part company with us on whllt we do 
with

'
rhe informal ion, contend; ng that the budget is not compreheLlSi ve or 6ccumte, that we 

silould have a nlore dcLailcd and fomlil) process for ilS constructton, and that we. 3hould ba.o;c it on 
(0Ul" mClhods of fiuMce, Agai n, we accede (0 the r�ccnuneodotion [0 hllve II more deLlkd lind 
Cunllo! prut:ess, and we wi I I  aUocllte rcv�nucs Q/\d costs amont! fOllf metitods of fil1MCc. 
However, wc wan t to be very clear I 1'l3T ou r current process creales n comprehensive, transparent, 
and thoroughJy accurate budget. 

On lliis poilt,  we al�{J nole Llml SOAH operates within renl-world li mitatioll3 such as the 
Legislative Appropriations Requ(;St ins�CllOns. din:clioJ1!5 of lIIe Legislature as cod i fit:d iJl 
statute Ilnd Ule General Appropnlltinns Act (GAAJ, and interagency contra�t negotiMions with 
rererring agencies. For example, the LAR instructions lor 01 least the )!ISt lwo bie/\/lia directed 
agencies not to n:.,ue�t appropriations fi om ['und 006 tJla! �xcceded amounts esumated for the 
preceding fiscol year end bud geted for the current fiscal yeli. SON { has laken Ihnl inStruction 
:;eriousty and �ompl i �LI Wilh it. Coru;cquttltly. even ir we had used tlJe morc dcLaiIe.d system 
recummendcd by lhe aud i rors, our budget reql.\est for Fund 006 would have been the same, 
Likewise, our huurly bilJ ing mte 13 $ 1 00 per hour, as established in our Rider 7& in the GAA. 
Wh ile SOAH could propos� and in all l ikelihood SUppOI1 11 higher hourly rate , it hl made 
strategic decisions not to do 50 il l ighl of Ihe budget COUSlIallts undcr which jts referring 
agencies have been operating. Moreo�er, any chllIlgc i n  the hourly ralc would req uire legislative 
approval. 

TIle accounting systems [lJ1d merhodo logies recomnlended by the auditors WIll 
indubitably require additional bud�eting aou u.:c ountins proc�sses, hundreu� if Dol lJJou�ds 
mOl'e entries and i n p u ts. Ilml more personnel timo on the admiuistrative side of tbe age ncy, We 
absolUTely recognize llnd und�rs[Dnd tJlDI a vila! part of good srewardship of rhe stllle's money is 
to accounr for it ilccl!lately and completely, and we Wilt continue to do lhat in  the systems we 
implement !I; � rcsull of this Il.udil However, we would be remiss if we did Dot noi.c Ul:l t lhe 
Ch(lJlgCS wi l l  come Wilh increased Dclll1i n.i�trati\le costs thnt hove U\e potentinl to detract from Ihe 
mission work of [he ageltcy 

HARP iJecllfTIe a requireJn�nl in 1 997 when SOAH WDS a small and reiQl j vcly new 
agency witll one mc!llOd of fi nance, Over r ime, SOAH WUj required to repO!l more uuofITIlltion 
in HARP, Mt:allwhile,  SOAH 's funding became more intricale ,  Thu�, what began liS n 
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relatively simple n:port for aJl agency with aile method or IinUlce has of necesity become more 
exlc\l� ivc wld the pro�w.unming fOI it marc comp; i�al�d. HARP is adequale 10 fulfil] ilS purpose, 
and i t  effc:<.:tively captures costs and allocates them in a rellSonoble and acceptable m!UlJler. w� 
also note Ihllt, in addition 10 caicuhnillg tOlnl cxpendimfes correct ly, i ls calculation of a nile of 
� 1 40 pe r hour for F istal Year lO l l  is not far afield from the audilocs' calculation of $ 1 25 per 
hour Nevertheless, in ordec for HARP t o meet SOA i's lIc:eru now and illio lit least the near 
fulure, � d in order for it to allocale COSl� �t the level of detail recolilmended by the !ludi tors, j I 
needs (0 be completely disIl1U1ltl�d and rdJli l l. 

S OAH's de�i 1cd responses to ench item arc below 

Chapter I-A MnQlIgement'� RtSpOPSC 

SOAH strongly diSl.grccs li;<l1 it does nOI develop 0 budget bnsed on the costs o f  services 
th� ngency provides. We und.:nakc a multi-step proc1:SS by wh.ich a comprehensive cOSt h;ued 

budget based on tlu'e Il\Cthods of finaoce is  developed, encompllSsing all agCllcies served by 
SOAI-l. This is achieved lhrollgh an interactive process juilillted by the Chief AIl sending leIters 
to evel)' referring agency I n  all applicnblc methods of financc (intellgency conlract (LAC), OR, 
\lJuI Fund 006) rcqUCSli ll,g worldosd projections for L1tt: coming bicnniwn. The: letters i nc lude 

sunUl1aries of hi�toricnl use ond I1n Dnnuali2.ltion of the present  year's workload. SOAH then 
i ncorporntc.<; agencies' response3 in its ove ril l workJoHd projeclions, sublotDling each project ion 
b�sed 011 the IIpplicllble melhod or finance, thercby gcncralJog a SOAH-widc total. The result$ 
1m: then reflCC1�d i ll  a workload projectioll spn:adshecl and expenditure budge t spCL-adshecl 

We bel ieve our longstanding and consiSI�nt appronch 10 this issue is  n genual l y  
acceptable prac(ice iUl d  is  bOrll \IaClspurenl and �ppropriale. We rcspcctfuJ[y Mle that rhe 
rCllSonablencss of our hi slorical approach is further supportt:d by real world challenges thai 
S OAH must work with, inc l uding LAR in5\ruction� not 10 seck additional FUI1d 006; the 
ramificalions of  request il1g ll!1 I ncrease in our approved lAC billing rate, in lieht of significant 
budget limitatioos experienced by all of SOAH's re ferrillg agencies; and additional jurisdiction 
giv�n to SOAH wi lhou t a llocalion of correspond ing funds. 

SOM! acl(J1owledges that it has not historic�Hy sep�ted interageacy contract and 
gCIl�ral revellue CUSls Wilhi ll Fund DO L We agree 10 implement 1\ more: detailed cost allocation 
ba�d all nil four of SOAlJ's pl'esenl methods of fin�nce. To Jeh:rm ine the Cunding we need 10 
provitle Ule projecl�d level of service for cach agency, we win apply our actual historical costs 10 
the projected workluad filiinc within tilch method of Rn(U1ee. 

1/1 !nlrTU11aty. while SOAH ('<:specls and ""ill ,LJlPOI'J the need (0 odopt a butlg� 1 
mClhodolo:,\j that wil l  ii.lentify proj.:ctt:d revenucs and c.'(l>cuditures by each method of finance, 
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we take strong is.sue wi lh lite �ssalioflS that uur butlgd methudol ogy has no t been 
cQmprehens�vc U.U h:l.S 1\01 r�onably projected COSIS. 

Tlmc l illc: Completed by August ] I ,  20 1 2  

Perso n  rcsrollsibJe for i mplemenling cl1wIllcS· Chief riscaJ Offj�er 

Cl illp tcr I-D MDoBgcmcD t's Rcspunse 

SOAH acccpls the rcco\l\mendnt ion te nllocale COSIS i l l  the more detai kd m:lJ1Jler 
presc nb�d in the aud i l  I"c:porl. Howevcr, we strongly d isallre� thJt OUf currenl al locat ion of 
e"Dcndi tl.l�s i s  not  tnlllCrilil ly DecUratc. While  \l u r  s l localton methods are kss detailed, they 
have accurole ly !l1Ick� and reported al l expcnditull's 

SOAl-1 presently al locates budget costs based Oll II historic trend of the ALIs· 
workloads. However, bec.:lu.�c Ihere i� a large di Ocrcncc I n (he pcrcent3ges of work performed 
by Allsrin AUs Wid field  office AWs bel\\le� 11 lh� IlcncraJ ducket (G R WId interagency COntrlct) 
Md th� ALR docket:! (Fund 006), SOAIi docs nOI average the AUs' workload on an ag,cIl�y
wide baStS, SONI contends tllol il is more equitabk to scpartUcly allocate workload percentages 
of th", Au�lin AUs and the field office A Us.  This al : rlws SOAH (0 delenn ine cosls related to 

three revenue sources (al�eit wi lilllllt separating inlcrngency contract Wld general revenue casts 
within rund 001 ). (hereby enohling SOAH 10 reasollably project future revenue: needs and 10 
morutor .:lI1d evaluDte Ih� overall  buJgdary i m pact of  chnnges wit\nn the different methods of 
fi nance. 

[1 (he "cond half of the fi scal yell!", SOAH's efO perfl.lnns on ongoinG Wid real -time 
iIl�YS(S and eval uatioll of lh() aCluw and projected al locaTion percentages for SOAH's workload. 
Thi� al lows her 10 d<!lermine whether fiscal allocation Jujustmenls are necessary and 10 make 
rcccmmcildalions to the Chief AU for review, discussion, and necessary approval of 1Ul}l 
eXjlcndit\lrc trollSrers. 

In S(lmmary, we belicvc SOAJ-/' s  C.'lstUlg proce�s is a g�neral ly accepted W1d reusonnble 
llpproaeh , u:quiling [e wer resources (rewer budget ing and Dccounling pro�cs.se.s W1d transDctions. 
!lnd les� persollJl�1 ti llte ) Ulan thol rccOllllnend.:d in :Ile drall <Jud i t  report Under ciuler approach, 
howe\ler. fhe IOtal expt:ndJlurc:s reported :u-e accurate. Nevcnneleil, SOAI, agrees to implement 
!.he recootrllendations. 

Ti l11ejirl�: Completed by D�embcr 3 \ , 201 2  
Pt:rsOll respoJlsible ror implementing �hangcs: Chief Piscal Officl!r 
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Chn picr l-C M.o. a:tgcment's Rc:; p o n5c 

SOAK agrees 10 for!lli�� .;tnd document its pol ic ies  and procedures for lhe bud getin& 
process. However, it nOles th�t  the Chief AU DJ'Id lllt� ero work closely to �nsure llult SOAH's 
budgeti n g  processes produce accurate bud!;ets chat reflect 1he constraint.s under which SOAH 
operates. 

SOA H acknowledges but [�spcctl olly disn&rces wi th the UnGing thaI iLs inti:r.lgene)' 
con lraCI wt th TCEQ does 1I0t comply Wi lli lhe GAA. The curretlt G M  specifies a funding level 

of S 1 ,000,000 per year 1( further provIdes, "If SOAH determines, at the end of each fi scal yel, 
that the amount paid under the C011lr�ct exceeds the funding necessary for the Narural Resources 
DIYlsion, it shall refund the d i fference." Likewi�. if SOAl-{ determines this amount is 
insufficient.  it may renego tiate tile contract with TCEQ and seek ,Iddir[ona! fund ing. 

For 1Il;!'I), years, Ille contract neg()IlJled �tw�el\ TCEQ aud SO AH has al lowed (or n 
20% varinflce in worklond in ei ther direction befoft: amounts bil led under thc conrracc must be 
r�nJl1ded or ndd i liOllll1 fimding m:l)' be sought. The contract provides thai , if the 20% threshold 
is not rcached, "mhe funding provided by this contr�ct shall be deemed appropriate and 
sufcicrlI for se evices provided by SO AH. 

This negoli aled upproilc h (lrovidc� i ncrensed ce nainty to boLlI parties whi Ie al lowing ror 
Qdjustl1\t:!1IS i f  octual workloJd IS si �njfiC.1r.tly di fTemnt than iliat projected We believe tbe 
agreC'men t Ul!lI funding is deeRled adeq uatp. wi Ih in t.h� 20% threshold is consistent wilh lin; GAA 
requirement thai II refund be made " if Ihe .o.mOWlt paid under the CO '\tr.:lct excceds lite ful1ds 
necessary for ,he Nalurnl Resources Division." h j3 n !:ommon sense appronch 10 identirying the 
"funds [lc'cessnry-' thal increoses 5L:1bi l i ty  and reduces bureauc racy. However, in llordance with 
UlC audi t  recoRlmc�dolion, SOAl-[ will either se-ek clarification in ils TCEQ funding rider or wil l  

endeavor to renegotiate th� contrndual lnngu�ge with TCEQ 

fimel inc for documcnted po l icies: Completed by December ) J ,  2 0 1 2  

Persoll re.sponsiblt for implementing ch3llges: Chief fiscal 0 fficer 

Ti ,"cl ine (or conlmcr iJnguagc Septem ber 3 I ,  20 1 2 ;  J un� I ,  20 lJ If SOAI I seeks rider 
c larificllnon 

Person r�sponsiblc for I l1piemcnllng chon!!cs: General Cnunsel 

5 
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Ch oplcr 2-A MQuagernent'! RC5pon�c 

SOAH will udopl the IhIee reconunendations in the audi t  report. Going forwnrd aJld 
3ubject 10 approval oC applicable measures saurcdcoUttcion of data.. SOAri will rely exclusively 
on LOlus NOles-Hearings. Because of SOAH's past experience. il wi ll use an SQL server to take 
a nigh(!y snapshot of Latus Notes-HeMings (0 capture ALR cases received and disposed. This 
will al low SOAB La rLln querics from SQL data, identify duplicate entries, Dnd report them 10 
OPS.  SQAH believes that. if DPS uses (\lis dJIa 10 true up ils datil hllSe, SOllIe of the historical 
inaccurIlcies will b� eliminah:d  

SOAH will submit an aJJ1endnl�nt 10 the S tile L ibeary nlodifying aUf recoed �(entjon 
po licy lIS recorrur.ended. 

SOAH' �  inl<:nl has always beel! to report udminl!rtr:t l i ve fine cases in wlliclJ 11 mOnetary 
{ine was reco mmended. as [l:quired by our l1)�surcs . Accord i ngly, SOAB will revise its HARP 
defini l ion consistent  wi lh lhig inlent. 

SOAH acknowledges thol AUs did not b i l l  on 1 , 1 72 ALR CIses ilisposed in 20 1 1 .  These 
CQSes were ;U010s1 all sitllple disrrUssal orders which requ ire littk linlc (0 complete, typiC1Llly less 
thall si.� Ol illutcs per case. Nevertheless, tlte AU, should bill for aU time !pent on them, and 
SOAI ! has imp lenlcnted new procedures to ensure this occur.;. 

The vust majority of the 567 A L R  cases wi1h final order t ime hillc<l more t llan onl:!: in 
Lorus Notl!s-Time are accurstc. This  routinely OCCUrl because a �cond final order is issued 
when motions to set aside defuuhs ;IIC �n1lted ll" d the case is re-henrd. 11 may also oc<:ur when a 
case is appe.Llled ild remand(.-d 10 SOAtJ .  Nevertheles, SOAH acknowledges oceBsiooal 
dupl icate entries all its man: Ih!ln 35 .000 AiR �ases a year and hilS implemented new procedures 
effective Ivlay I ,  ::!O 12, to �ddress chis " sue. 

SOAH notes thai the third colUlnn 0:  Table 2 dcmonslT.lteS a misleading compoundinS 
effect resUlting from n single mathematical fonnu la. The first two rows of LhI: leble indicate four 
inaccurnte reports out of Il. possible six. when in fact there were only two. Thus, lillY find i ng in  
the (Ned column repeats an ad verse find i · ,g  from (he fir-a IWO co I U 1l1I1S  , Removlnl/: the 
U!\l1ccessnry Ihird column lcuves eight "Accur!lle" 1;lldings nnd only two "'rno.ccuro.te" findings. 
Ane as noted obove, lh(! two "lliaccu r3le" findings nre associllted Wilh a si ngle QI8.t.hematicw 
calculalion. 

While we acknowledge the error identilie.:1 by SAO Ul the pending cases toral, we note 
that [be nUOlber of pending ALR c� is nol ol m�U�Ule Dr even II staru tori Iy required el�ellt of 
HARP, illid it does not i mpact aJlY required elements of tbal report. 
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Ti.meline for maintainmg a list or aU ALR cases and reparHn!; 10 Drs: Completed by luly 3 1 ,  
20 1 ::!  

Person responsible [or implementing "hunge..: Infonna[ion Resources Manager 

Timeline for retninirlg support: Completed by July 1 , 2 0 1 2  

Person responsible Jor i nl pJcm�nting chlli\ges: Docket i ng M.1Jltlger 

Tilllcline for ensuri ng a l l  cntegork� in HARP ar� cun.sisl�nl IUld io accordaJlce wi th definitions, 
inclllding new time entry software: Completed by December 3 1 ,  20 1 2, conlingent upon COSI, 
fundi ng, nod re>ources, 

r.:�on responsible for impkmcntillg changes: Assislaol 10 Ihe Clticffor Direct Heuring Suppar1 

Cilllptcr 2-D Mana gement's Response 

SOAH belj�ves that HARP is adequJ.1!: to fulfill ilS purpose, HARP (;urrcntly captures 
actLlflI costs and aJ locnLcs Ihem in a gcnerully accepted nnd oppraprinre mnner, al thougb not at 
IllC level of detail recom mt:nded in Ihe audit. There are six categories in HARP reportiog 
SOAH's lotn l expenditures. SAO acknow!�dges !.hOI the (olill of lhl!se categories is aCCll('lte., hut 
it disputcs SOAH 's II1 1OC!1ions within the calegories, Because Ihe categories are interrelated, 
when one category 1$ incorrect it fo l lows that mult iple categories will be W'fected. Therefore. 
when SAO disputes SOAH's cost al location, it o.ppeas;, al in Chapter 2-A. that there are multiple 
C(lnc�ms over SOAJ-I ' g  methodol ogy, wher" in bel, Ihese concerns 01 1  derive from our d i fferent 
approach to !It1ocll.(ing costs. SOAH's aTjproadl indisputably adds up to 11 correct lotal .  
NcverilieJe:;s, milJ1agerllenl a.grees to reprogr.lt1l IIJ1d rebuild HARP to produce a report that is 
more reflec!i �e of costs at the recomroeodcd level of detail .  

Usin.g SAO ' s  melbadology, SOMI COllClIfS Illal it may b c  rcC{)wring slightly Ic:s than i l� 
expellses in conducting hearings referred from (be Comptroller of Public Accounts, SOAH 's 
contrnct amount is m:gotiut�d with the ComptroHer, and we will address litis issuc in upcoming 
CO(ltr.u;t negotiations, GAA SOAH Rider 9; Texas Gnv'! Code Section 2003. 1 05 .  

When H ARI'  w as  created, paralegal time W8 S  n o r  billed, n"IS, their salarics were 
al located 10 indirecl COS IS The runount of paralegal time presently billed is only 0.2 percent of 
SOAJ·/ ,s  total bi lled heurs. Th�refore, SOAH believes ir is  reasonable IlJ1d Dot i nllccurate to 
simpli fy  tile calctll3UOil by al locating their salaries to indirect cO�ls. However, we are amenable 
10 aJ l OCtlting to direct costs the smail portion of their s:t.lasies IIttribul3hle to bilh:d time. 
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Timcl i ne: Completet.i by Nov�lllber 30. '20 1 2  

Persun res\>on;;ible ror implelllenting changcs: Ch ief  fiscal O fficer 

Chapter 2-D Mllnllg� m cot 's  R�spo{l!in 

SOA}I is providing cOIl�isten( Ilnd accurate. information lI0011t hearin g-related costs to 
agcllcy man�&cnlcnl, rhe r.egi�IJltivc Budget 130anL Office: of thc Governor, llI1d the Legislature 
so Lhey can make mfu flned planJ'ling and funding decisions. As explained in SOAU's response 
in Chapter 1 -8, We believe SOAII's l:Xisling process is II genfral ly accepted and reasonable 
approacll, reC]u iong rewcf resources nnd producing oecumle tOLl! expenditures_ Nevertheles, 
SONI is amenab l e  to devdoping and implementing a single allocation methodology cODsiSlent 
witlt SAO ' s  ['Cc01TUTtelldmion, subject 10 resollfces and (\Jndinll ,  

Tim eline: Process wi l l  begin S�pte!1lbef 1 , 20 1 2  

r�rson respon�ible fur implement, I l g  changes: Chief Fiscal Officer 

CU:lptc r  J -A M:lnu gcm clI l ' s  Respollse 

SON-! rCCOgJlizcs tllc shortC()mings and lack of int�gntion of iu two timekeeping 
systems and concu,s th!!l n more compn:nellsivc, e mcient, and inlegl3led system is de.sirahle, 
subjeci to funding. Software solutions thai would address these issues �Dve hisl'Olically been 
cost prohj bitive and unworkable for SOAH · ., needs, Severni liOles io lbe hut ten yenn., SOAB 
hos explored b[1tn ill house progranuni llg and Oi l ier olt�(he shelf solutions without succeS1l, 
SOAH is again evaJw:uiug avai lable solutions.  

We bcgM with TimcS l ips, WhlCh is an off-ll:c shdf prod uct lhnt worked wel l when 
SOAl-{ hod iI single fUllding source. SOA�[' s financing has become more eomple)( over 1jme, 
and SOAH ' s  present four methods of finl1l1ce arc not compalible with the limitlltions or [hc 
system. SOAR has addr=ed these l inlit3lions as best it Cil witn manuaJ i nterven tion and 
CUSlonl dcvclopntwt. 

With the implemcnlnlion of lhe A LR progrom in 1 995, SOAtI was required to .:cordinole 
with DPS on the scheduling of clISes i" LotUS NOles-Hearing. BeClus� the format of OPS docket 
ltumbers is incompatible wi th TimeSlips, SOAH \\IllS required 10 develop u sep&'lt� limekeeping 
system for ALR that would accommudat� the fonnut (lotus Notes-Time). 
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SOAli acknowkdg�s tho.! A Us did not hi Il on 1 , 1 72  ALR cases disposed in FY 20 I � ,  
rhC5C cases were almost all simple dismissal orders which require. linle (i m e  to compleTe, less 

th:lfl si,,< mill utes per ca.sc (touliug approximately 1 1 7  hours), NevertheJess, UIC A Us should b i l l  
{or a J J  lime; spent Oil thein, lld SOAtl has implemented new procedures t o  ensure this occurs. 

The v ast majority  of the j67 ALR cases will, Gaul ord<;:r time billed more thaD once in  
LOIUS Notes Ti rne arc �ccur.HC. Second final ordcrs ilrc rout inely issued when motions 1 0  set 
asiJc dcf.luhs nrc gr.mleJ and th� cases are fc-hcMd It may also occur when cases are appealed 
Hnd renlllJ1deu to S OAt! .  Nc�erlhdess, SOMI acknowledge5 occasional duplicate entries on its 
more I han 35,000 ALR cases per year and has iroplelncntcd new proc�dure� c(fecti�e May I ,  
20 1 2, to resolve this issue. Allain. SOAH intends to ci1:lnge i15 records retention policy so tbat 
lhe supporting oocumell(�[iou TtHiains av�iluble for the appropri ate penoo. 

I n  .sunUl1ary, SOM has re-eOlphIlSI:ted [0 AUs aud Iht (ea.m l eadcrs the need for careful 
�nd rhorough « imekeepillg Md review of lime recorded .  II has e lready implemenled new 
procedures, including 3 requirement of mOTI! frequent subm ission of billed lime (or enlly inlo the. 
ll lll\!-kec:pinB data bases A l l  lime is reviewed by both thl! ALI and lhe Learn Icaders. As SOAR 
sccb ::cw !lo flware ro replacc Ti meSl ips and lotus Notes Time enlry progms, we are 
reviewing options to automate llJld improve the accurncy and e fficiency of this proces. 

Timelin<:. Refresher lrainlll S  au limckcepl.ng nud 0 rcvi,w of software options by August ) I ,  
10 1 2 ; H llplemel:lllllOn date for new m l1ware  depc:ndcnl upon COSIS and funding 

Person r�sponsiblc fOT implcmcnling ChWlges: GenC:r.:J1 Coumel 

Chflptcr 3-R Manngemcn t' s  Rcs[lDn.�1! 

SOAl-! agrees with n i l  of the recontll1<!ndntions in Chapler J-8 regarding informlliion 
lechnology C0l1 1 ro ls, and Ihe rol lowi�g recomn�endn\ions have been �so l�ed : 

I m p lementing security within syslenlS 10 hel p  ensure that appropriote access restri ctions 
and adcqunle �egregal ion of dut ies arc in place. 

• Enswi� iliat emp(oye�s have 01� minimum rights necessary to perform their desigoated 
job duties, 
Mod ifying or removing access to SOAH ap?Jicotions as needed wh� n  a user's job duties 
or assignments chllugc. 

• Implcmentin g acecs� rights th:1l support J proper 5e!!(�g!lt ion of duties. 
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Timc l i!1e: Subject to funding, SOAl-l expects to updale its outdaled soft\)J� by September I ,  
2 0 1 )  

Person responsible: lnfor!11alion Rl!5oUI'CC! Manager 

Wilh !'e5pect to lh� finnl recommendatio n relating to security W1de�tanding and 
documentation, SOAH's I R  Manager was d�ignl11cd IRM on October 1 7, 201 1 .  He has quickly 
gained an ll1derstanding of the secUlity roles ond pemlis�jorui far all llpplicalions in use. 

Timelioe: SOAH will docwnenl security roles and permissions by August J I, 2012 

Pers011 responsible: LUafUllJtion Resources Manllger 

Ch npter 4 MAnn�emellt's R�ponsc 

While SOAH ha.s policies and procedures ir. place n�(allng 10 the issues addressed in this 
recommcndotion, we agree tlw.l th=y should be rev! ewcd !IJld rev; sed, 

Timel ine: Ongoing 

Person re5ponsiblc: Chief Fiscal Officer, !nforrnalLeo Resources Manager, Assistant to the Chief 
for Direct Hearings Support 
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Copies of th is report hove been distributed 10 the following: 

Legislative Audit Committee 
The Honorab le David Dewhurst, Lieutenant Governor, Joint Chair 

The Honorable Joe Straus III, Speaker of the House, Joint Chair 

The Honorable Steve Ogden, Senate Finance Comm ittee 
The Honorable Thomas ''Tommy'' Wi ll iams, Member, Texas Senate 
The Honorable Jim Pitts, House Appropriations Committee 
The Honorable Harvey Hi lderbran, House Ways and Means Committee 

Office of the Govern or 
The Honorable Rick Perry, Governor 

state OffIce of Administrative Hearin gs 
The Honorable Cathleen Parsley, Chief Administrative Law Judge 



This documen t is not copyright�. Readers may make additional copies of this report as 
ne� .  In addition, most State Auditor's Office reports may be download� from our Web 
site; www. sao . state.tx.us. 

In compliance with the Americans with Disabilities Act, this document may also be requested 
in altemative formats. To do so, contact our report request line at (51 2) 936·9500 (Voice) ,  
(512) 936·9400 (FAX), 1 ·8Q0· RElAY-TX (TDD) , O f  visit the Robert E. Johnson Building, 1 501 
North Congress Avenue, Suite 4 . 224, Austin, Texas 78701 . 

The State Auditor's Office is an equaL opportunity empLoyer and does not discriminate on the 
baSis of race, coLor, religion, sex, national origin, age, or disability in employment or In the 
provision of services, programs, or activities. 

To report waste, fraud, or abuse In state government call the SAO Hotline; 1 ·80·TX·AUDIT. 
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