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Upon completion of the annual risk assessment, identified risks were categorized into various 
functional areas based on the various organizational structures within the Texas State 
University System, the Risk Dictionary classifications created by the Association of College and 
University Auditors, and the functional expense classifications promulgated by the National 
Association of College and University Business Officers for financial statement reporting 
purposes.  
 
Each functional area contains numerous activities, processes, and operations that could be the 
subject of an audit (see Appendix A). Except for compliance reviews (which are typically 
conducted on a system-wide basis), the various functional areas and the specific projects 
selected for review in those functional areas vary amongst the institutions and System 
Administration depending on the level of risk. For example, a project in the Financial 
Management functional area at Lamar University could involve an audit of accounts payable, 
while a project in the Financial Management functional area at Sul Ross State University could 
involve an audit of accounts receivable. There could be no projects (or multiple projects) in the 
Financial Management functional area at Sam Houston State University.  
 
The second phase of the risk assessment occurs when audit resources become available to 
commence a project in a designated functional area. Although the first phase of the risk 
assessment provides clear indicators of auditable units that would benefit from review, some 
units are of higher risk than others, and sometimes risks identified during the annual risk 
assessment become mitigated as time passes. Therefore, as project planning begins, we 
conduct additional assessments to pinpoint the activities best suited for review. This approach 
affords us the flexibility to ensure emerging risks are timely reviewed. 
 
As in prior years, there may be circumstances that require us to devote resources to activities 
not outlined in the Plan. Per the Rules and Regulations, significant changes to the Plan require 
approval by the Chair of the Finance and Audit Committee. Also, consistent with prior years, 
the risk assessment identified high risk areas that were not included in the Plan due to finite 
resources. 
 
The Plan appears on the following page. Blue checkmarks, which represent one or more 
planned projects, are used to identify the functional areas at individual institutions and System 
Administration where the Office of Internal Audit plans to devote resources throughout the year. 
Green checkmarks represent one or more planned projects where compliance initiatives will be 
performed on a system-wide basis. 
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