February 14, 2019
Mr. Jarrod Foerster
State Bar of Texas Audit & Finance Committee
1414 Colorado Street
Austin, TX 78701
Dear Mr. Foerster and Audit & Finance Committee Members:
Attached is internal audit report #19-002 State Bar Policy Compliance Audit. This audit
was performed as part of the approved FY 2018 Annual Internal Audit Plan.
We assessed the State Bar of Texas’ (SBOT) compliance with Texas Government Code
Chapter 81 State Bar, State Bar of Texas Rules and State Bar of Texas Board of Directors
Policy Manual. The scope of our audit focused on SBOT’s adherence to the procedures
set forth in the State Bar Act, the State Bar Rules and the State Bar Board Policy Manual,
and that controls over financial processes in the areas audited are designed properly and
operating effectively.
Our audit scope was focused on the following areas:
 Finance
o

SBOT bank accounts

o

Section financial reports

 Chief Disciplinary Counsel
o
o
o

Disciplinary review
process
Complaint file
management

 Minimum for Continuing Legal
Education (MCLE)
o

Sponsor accreditation fees

o

Non-compliance penalties

 Human Resources
o

New hire process

o

Separation process

o

Employee time reporting

Client Security Funds

We determined that SBOT is compliant with all of the 41 requirements assessed.
Additionally, management’s internal controls for the reviewed processes are generally
effective and working as designed. We discussed reportable opportunities to enhance
internal controls and improve process efficiencies with management.
Please contact Darlene Brown at 281.740.0017 if you should have any questions about
this audit report.
7600 Chevy Chase Drive
Suite 307
Austin, TX 78752
Phone: 512.430.5358
WWW.MCCONNELLJONES.COM

Sincerely,

Ira Wayne McConnell, CPA
Partner
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AUDIT AT A GLANCE

Scope

Purpose

• To assess SBOT’s
compliance with
specific sections
of the Texas
Government Code
Chapter 81 State
Bar, State Bar
Rules and the
State Bar of Texas
Board of Directors
Policy Manual.

• Disciplinary
Review Process
• Client Security
Funds
• Complaint file
management
• MCLE Sponsor
Accreditation fees
• MCLE Noncompliance
penalty
assessments
• SBOT Bank
Accounts
• Section financials
• Employee time
reporting, new
hire and
separation
processes

• June 1, 2017 –
May 31, 2018

Number of Finds by Risk Rating
High
Medium
0

Focus

0

Low

Total

1

1

Internal Control
Rating

• Effective

Recommendations

• Create an agency
wide internal
operating
memo/procedure
template that can
be utilized by all
departments to
establish
consistency with
procedures.
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REPORT FORMAT
This report contains the introduction section which provides a summary of the audit objectives and
observations. This is followed by a detailed assessment section that provides a brief discussion of the
audit procedures applied and a discussion of the compliance requirements in a table format along
with our assessment of SBOT’s compliance with the specific requirement.
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INTRODUCTION
McConnell & Jones LLP (MJ), serving as the outsourced internal audit function (Internal
Audit) for the State Bar of Texas (SBOT), performed an internal audit of SBOT’s compliance
with Texas Government Code Chapter 81 State Bar, the State Bar Rules and the State Bar of
Texas Board of Directors Policy Manual.
We performed this audit as part of the approved FY 2018 Annual Internal Audit Plan. This audit was
conducted in accordance with Generally Accepted Government Auditing Standards (GAGAS).
Those standards require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions based on our audit
objectives. We believe that the evidence obtained accomplishes that requirement.
Pertinent information has not been omitted from this report. This report summarizes the audit
objective and scope, our assessment based on our audit objectives and the audit approach.

OBJECTIVE
The purpose of this audit was to assess SBOT’s compliance with specific sections of the Texas
Government Code Chapter 81 State Bar, State Bar Rules and the State Bar of Texas Board of
Directors Policy Manual. In doing so, we also evaluated management controls in place to
ensure that the organization’s business risks are mitigated where possible and that resources
are used efficiently.
This audit focused on specific sections of the Texas Government Code Chapter 81 State Bar, State
Bar Rules and the State Bar of Texas Board of Directors Policy Manual related to the following
functions and processes:
 Disciplinary review process
 Client Security Funds
 Complaint file management
 MCLE sponsor accreditation fees
 MCLE non-compliance penalty assessments
 SBOT bank accounts
 Section financial reporting
 Employee time reporting, new hire and separation processes

SCOPE
The audit period was June 1, 2017 through May 31, 2018. Some test procedures were
performed as of the fieldwork date. This work product was at a point in time evaluation that
cannot address the inherent dynamic nature of subsequent changes to the process and
procedures reviewed.
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CONCLUSION AND INTERNAL CONTROL RATING
This audit identified findings that resulted in an overall internal control rating of effective.
Figure 2 describes the internal control rating.
We determined that the State Bar of Texas is compliant with all of the 41 requirements assessed.
Additionally, management’s internal controls for reviewed processes are generally effective and
working as designed.
We discussed reportable opportunities to enhance internal controls and improve process efficiencies
with management. Those observations are:
 JPMorgan Chase Exhibit A signer for Executive Director had not been updated; and
 Agency-wide standardized template for memos/procedures do not exist.
During the audit there were other non-reportable matters discussed with management.
Figure 1 provides a summary of compliance requirements reviewed by SBOT function.

Gov’t Code

SBOT Rules

SBOT
Policy*

Total

Disciplinary Review & Complaint File
Management

14

8

4

26

Client Security Funds

0

0

3

3

SBOT Bank Accounts & Section
Financials

0

0

3

3

MCLE Sponsor Accreditation Fees &
Non-Compliance Penalty

0

7

0

7

Human Resource Processes

0

0

2

2

Total

14

15

12

41

Function

Figure 1: Government Code, SBOT Rules and SBOT Policy Requirements Assessed
*Policy may be internal department policy and/or SBOT Board of Directors policy
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INTERNAL CONTROL RATING
RATING DESCRIPTION

Best Practices

Best Practices – Observations indicate best practice opportunities
identified during the course of the review that may add value to the
function/department/organization. Best practices do not require
management comments and do not require internal follow-up to
validate implementation status.

Effective

Effective – Controls evaluated are adequate, appropriate, and
effective to provide reasonable assurance that risks are being
managed and objectives should be met.

Some
Improvement
Needed

Some Improvement Needed – A few specific control weaknesses were
noted; generally however, controls evaluated are adequate,
appropriate, and effective to provide reasonable assurance that risks
are being managed and objectives should be met.

Major
Improvement
Needed

Major Improvement Needed – Numerous specific control weaknesses
were noted. Controls evaluated are unlikely to provide reasonable
assurance that risks are being managed and objectives should be met.

Unsatisfactory

Unsatisfactory – Controls evaluated are not adequate, appropriate, or
effective to provide reasonable assurance that risks are being
managed and objectives should be met.

Figure 2 Internal control rating description
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DETAILED OPPORTUNITIES AND RECOMMENDATIONS
This section of the report provides a detailed discussion of opportunities we noted during the
audit along with recommendations to improve internal controls or the business process.

1. Disciplinary Review Process and Complaint File Management
The Texas Government Code Chapter 81 State Bar (State Bar Act), the Texas Rules of Disciplinary
Procedure and the State Bar of Texas Board of Directors Policy Manual describes disciplinary review
requirements for the agency to follow.

14
0

State Bar Act requirements

8

State Bar Rules requirements (Not
Applicable)

4

Texas Rules of Disciplinary Procedure
requirements
State Bar of Texas Board of Directors
Policy Manual requirements

Audit procedures applied to determine compliance with these requirements included:






Conducted interviews and walkthroughs
Reviewed written procedures
Reviewed process flowcharts
Reviewed database entries

Figure 3 compares Texas Government Code Chapter 81 State Bar Requirements; Figure 3A
compares the Texas Rules of Disciplinary Procedure requirements; and Figure 3B compares the
State Bar of Texas Board of Directors Policy Manual requirements to SBOT’s processes and controls.

Section
81.036
Information
on Certain
Complaints

Texas Government Code Chapter 81 State Bar Requirement

SBOT Process(es)
Meets Requirement

(a) The state bar shall maintain a file on each written complaint,
other than a grievance against an attorney, filed with the state
bar. The file must include:
(1) The name of the person who filed the complaint;
(2) The date the complaint is received by the state bar;
(3) The subject matter of the complaint;
(4) The name of each person contacted in relation to the
complaint;
(5) A summary of the results of the review or investigation of
the complaint; and
(6) An explanation of the reason the file was closed, if the
state bar closed the file without taking action other than
to investigate the complaint.
(b) The state bar shall provide to the person filing the complaint
and to each person who is a subject of the complaint a copy
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Section

81.072
General
Disciplinary
and Disability
Procedures
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Texas Government Code Chapter 81 State Bar Requirement

SBOT Process(es)
Meets Requirement

of the state bar’s policies and procedures relating to
complaint investigation and resolution.
(c) The state bar, at least quarterly until final disposition of the
complaint, shall notify the person filing the complaint and
each person who is a subject of the complaint of the status of
the investigation unless the notice would jeopardize an
undercover investigation.
(a) In furtherance of the Supreme Court’s powers to supervise
the conduct of attorneys, the court shall establish powers to
supervise the conduct of attorneys, the court shall establish
disciplinary and disability procedures in addition to the
procedures provided by this subchapter.
(b) The Supreme Court shall establish minimum standards and
procedures for the attorney disciplinary and disability system.
The standards and procedures for processing grievances
against attorneys must provide for:
(1) The name of the person who filed the complaint;
(2) A full explanation to each complainant on dismissal of an
inquiry or a complaint;
(3) Periodic preparation of abstracts of inquiries and
complaints filed that, even if true, do or do not constitute
misconduct;
(4) An information file for each grievance filed;
(5) A grievance tracking system to monitor processing of
grievances by category, method of resolution, and length
of time required for resolution;
(6) Notice by the state bar to the parties of a written
grievance filed with the state bar that the state bar has the
authority to resolve of the status of the grievance, at least
quarterly and until final disposition, unless the notice
would jeopardize an undercover investigation;
(7) An option for a trial in a district court on a complaint and
an administrative system for attorney disciplinary and
disability findings in lieu of trials in district court, including
an appeal procedure to the Board of Disciplinary Appeals
and the supreme court under the substantial evidence
rule;
(8) An administrative system for reciprocal and compulsory
discipline;
(9) Interim suspension of an attorney posing a threat of
immediate irreparable harm to a client;
(10) Authorizing all parties to an attorney disciplinary hearing,
including the complainant, to be present at all hearings at
which testimony is taken and requiring notice of those
hearings to be given to the complainant not later than the
seventh day before the date of the hearing;
(11) The commission adopting rules that govern the use of
private reprimands by grievance committees and that
prohibit a committee:
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Texas Government Code Chapter 81 State Bar Requirement

SBOT Process(es)
Meets Requirement

(A) Giving an attorney more than one private reprimand
within a five-year period for a violation of the same
disciplinary rule; or
(B) Giving a private reprimand for a violation:
(i)
That involves a failure to return an unearned
fee, a theft, or a misapplication of fiduciary
property; or
(ii)
Of a disciplinary rule that requires a
prosecutor to disclose to the defense all
evidence or information known to the
prosecutor that tends to negate the guilt of
the accused or mitigates the offense,
including Rule 3.09(d), Texas Disciplinary
Rules of Professional Conduct; and
(12) Distribution of a voluntary survey to all complainants
urging views on grievance system experiences.
(d) Each attorney is subject to the Texas Rules of Disciplinary
Procedure and the Texas Disciplinary Rules of Professional
Conduct.

81.072
General
Disciplinary
and Disability
Procedures

(f) Responses to the survey provided for in Subsection (b) (12)
may not identify either the complaint or attorney and shall be
open to the public. The topics must include:
(1) treatment by the grievance system staff and volunteers;
(2) the fairness of grievance procedures;
(3) the length of time for grievance processing;
(4) disposition of the grievance; and
(5) suggestions for improvement of the grievance system.

81.072
General
Disciplinary
and Disability
Procedures

(i) A panel of a district grievance committee of the state bar the
votes on a grievance matter shall disclose to the complainant
and the respondent in the matter the number of members of
the panel:
(1) voting for a finding of just cause;
(2) voting against a finding of just cause; and
(3) abstaining from voting on the matter.

81.072
General
Disciplinary
and Disability
Procedures
81.073
Classification
of Grievances

(j) A quorum of a panel of a district grievance committee of the
state bar must include one public member for each two
attorney members.
(a) The chief disciplinary counsel’s office shall classify each
grievance on receipt as:
(1) a complaint, if the grievance alleges conduct that, if true,
constitutes professional misconduct or disability
cognizable under the Texas Disciplinary Rules of
Professional Conduct; or
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Texas Government Code Chapter 81 State Bar Requirement

SBOT Process(es)
Meets Requirement

(2) an inquiry, if:
(A) the grievance alleges conduct that, even if true, does
Not constitute professional misconduct or disability
cognizable under the Texas Disciplinary Rules of
Professional Conduct; or
(B) the respondent attorney is deceased, has
relinquished the attorney’s license to practice law in
the state to avoid disciplinary action, or is not
licensed to practice law in the state
(b) A complainant may appeal the classification of a grievance as
an inquiry to the Board of Disciplinary Appeals, or the
complainant may amend and resubmit the grievance. An attorney
against whom a grievance is filed may not appeal the classification
of the grievance.
81.074
Disposition of
Inquiries

81.075
Disposition of
Complaints

The chief disciplinary counsel shall:
(1) dismiss a grievance classified as an inquiry; and
(2) refer each inquiry classified under Section 81.073(a)
(2)(A) and dismissed under this section to the voluntary
mediation and dispute resolution procedure established
under Section 81.072(e).
(a) The chief disciplinary counsel shall review and investigate each
grievance classified as a complaint to determine whether there is
just cause, as defined by the Texas Rules of Disciplinary
Procedure.
(b) After the chief disciplinary counsel reviews and investigates a
complaint:
(1) if the counsel finds there is no just cause, the counsel
shall place the complaint on a dismissal docket; or
(2) if the counsel finds just cause:
(A) the respondent attorney may request a trail in a
district court on the complaint in accordance with
the procedures adopted by the supreme court; or
(B) the counsel shall place the complaint on a hearing
docket if the respondent attorney does not request a
trial in a district court.
(c) A panel of a district grievance committee shall consider each
complaint placed on the dismissal docket at a closed hearing
without the complainant or the respondent attorney present.
The panel may:
(1) Approve the dismissal of the complaint and refer the
complaint to the voluntary mediation and dispute
resolution procedure established under Section 81.072
(e); or
(2) Deny the dismissal of the complaint and place the complaint
on a hearing docket.
(d) A panel of a district grievance committee shall conduct a
hearing on each complaint placed on the hearing docket. The
commission and the respondent attorney are parties to the
hearing, and the chief disciplinary counsel presents the
complainant’s case at the hearing. Each party may seek and
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Section

81.0751
Appeals

81.0752
Confidentiality

81.076
Commission
for Lawyer
Discipline

81.078
Disciplinary
Proceedings
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Texas Government Code Chapter 81 State Bar Requirement

SBOT Process(es)
Meets Requirement

the panel may issue a subpoena to compel attendance and
production of records before the panel. Each party may
conduct limited discovery in general accordance with the
Texas Rules of Civil Procedure as prescribed by rules of the
supreme court.
(e) After conducting a hearing under Subsection (d), the panel of
district grievance committee may:
(1) Dismiss the complaint and refer to the voluntary
mediation and dispute resolution procedure established
under Section 81.072 (e);
(2) Find that the respondent attorney suffers from a disability
and forward that finding to the Board of Disciplinary
Appeals for referral to a district disability committee; or
(3) Find that professional misconduct occurred and impose
sanctions.
(a) The commission or a respondent attorney may appeal:
(1) a finding of a panel of a district grievance committee
under Section 81.075 (e) only to the Board of
Disciplinary Appeals;
(2) a finding of the Board of Disciplinary Appeals to the
supreme court; and
(3) a judgement of a district court as in civil cases
generally.
(a) All types of information, proceedings, hearing transcripts, and
statements presented to a panel of a district grievance committee
are confidential and may not be disclosed to any person other
than the chief disciplinary counsel unless:
(1) disclosure is ordered by a court; or
(2) the panel finds that professional misconduct occurred
and a sanction other than a private reprimand is imposed
against the respondent attorney.
(a) The Commission for Lawyer Discipline shall review the
structure, function, and effectiveness of the disciplinary and
disability procedures implemented pursuant to this chapter and
supreme court rules.
(b) The commission is a standing committee of the state bar. The
commission is composed of 12 persons. Six members must be
attorneys, and six members must not be attorneys. The president
of the state bar appoints the attorney members. The supreme
court appoints the public members. The public members may not
have, other than as consumers, an interest, direct or indirect, in
the practice of law or the professional of law. The supreme court
may remove any member for good cause.
(c) Members serve staggered three-year terms with one-third of
the members’ terms expiring each year.
(a) Except as provided by Subsection (b), until an attorney has
been convicted of the charges for disbarment pending against the
attorney may be suspended from the practice of law only if the
attorney concurs in an order of suspension entered by the
grievance committee.
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Texas Government Code Chapter 81 State Bar Requirement

SBOT Process(es)
Meets Requirement

(a) To provide information to the public relating to the attorney
grievance process, the state bar shall:
(1) develop a brochure written in Spanish and English
describing the bar’s grievance process;
(2) establish a toll-free “800” telephone number for public
access to the chief disciplinary counsel’s office in Austin
and list the number in telephone directories statewide;
(3) describe the bar’s grievance process in the bar’s
telephone directory listings statewide; and
(4) make grievance forms written in Spanish and English
available in each county courthouse.

Figure 3 Texas Government Code Chapter 81 State Bar Requirements Table – Disciplinary Review
Process and Complaint File Management

Section

Texas Rules of Disciplinary Procedure

2.10
Classification
of Grievances
2.11 Venue

The Chief Disciplinary Counsel shall within thirty days examine
each Grievance received to determine whether it constitutes an
Inquiry, a Complaint, or a Discretionary Referral.
Venue of District Grievance Committee proceedings shall be in
accordance with the following:
A. Investigatory Panel Proceedings. Proceedings of an
Investigatory Panel shall be conducted by a Panel for the
county where the alleged Professional Misconduct
occurred, in whole or in part. If the acts or omissions
complained of occurred wholly outside the State of
Texas, proceedings shall be conducted by a Panel for the
county of Respondent’s residence and, if Respondent has
no residence in Texas, by a Panel for Travis County,
Texas.
B. Summary Disposition Panel Proceedings. Proceedings of
a Summary Disposition Panel shall be conducted by a
Panel for the county where alleged Professional
Misconduct occurred, in whole or in part. If the acts or
omissions complained of occurred wholly outside the
State of Texas, proceedings shall be conducted by a Panel
for the country of Respondent’s residence and, if
Respondent has no residence in Texas, by a Panel for
Travis County, Texas.
C. Evidentiary Panel Proceedings. Proceedings of an
Evidentiary Panel shall be conducted by a Panel for the
county where Respondent’s principal place of practice is
maintained; or if the Respondent maintains neither a
residence nor a place of practice within the State of
Texas, then in the county where the alleged Professional
Misconduct occurred, in whole or in part. In all other
instances, venue is in Travis County, Texas.
A. The Chief Disciplinary Counsel will investigate a
Complaint to determine whether Just Cause exists.

2.12
Investigation
and

SBOT Process(es)
Meets Requirement
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Section
Determination
of Just Cause

2.15 Election

2.17
Evidentiary
Hearings

2.20 Notice of
Decision

Texas Rules of Disciplinary Procedure

SBOT Process(es)
Meets Requirement

1.

General Rule: The Chief Disciplinary Counsel must
make a Just Cause determination within 60 days of
the date that the Respondent’s response to the
Complaint is due.
2. Exceptions: The Just Cause determination date is
extended to 60 days after the latest of:
a. The date of compliance specified in any
investigatory subpoena issued by the Chief
Disciplinary Counsel;
b. The date of any enforcement order issued by
a district court under (E); or
c. The date that an investigatory hearing is
completed.
A Respondent given written notice of the allegations and rule
violations complained of, in accordance with Rule 2.14, shall
notify the Chief Disciplinary Counsel whether the Respondent
seeks to have the Complaint heard in a district court of proper
venue, with or without a jury, r by an Evidentiary Panel of the
Committee. The election must be in writing and served upon the
Chief Disciplinary Counsel no later than twenty days after the
Respondent’s receipt of written notification pursuant to Rule 2.14.
If the Respondent timely elects to have the Complaint heard in a
district court, the matter will proceed in accordance with Part III
hereof. If the Respondent timely elects to have the Complaint
heard by an Evidentiary Panel, the matter will proceed in
accordance with Rules 2.17 and 2.18. A Respondent’s failure to
timely file an election shall conclusively be deemed as an
affirmative election to proceed in accordance with Rules 2.17 and
2.18.
Within fifteen days of the earlier of the date of Chief Disciplinary
Counsel’s receipt of Respondent’s election or the day following
the expiration of Respondent’s right to elect, the chair of a
Committee having proper venue shall appoint an Evidentiary
Panel to hear the Complaint. The Evidentiary Panel may not
include any person who served on a Summary Disposition or an
Investigatory Panel that heard the Complaint and must have at
least three members but no more than one-half as many members
as on the Committee. Each Evidentiary Panel must have a ratio of
two attorney member for every public member.
The Complainant, the Respondent, and the Commission must be
notified in writing of the judgement of the Evidentiary Panel. The
notice sent to the Respondent and the Commission must clearly
state that any appeal of the judgement must be filed with the
Board of Disciplinary Appeals within thirty days of the date of the
notice. If the Evidentiary Panel finds that the Respondent
committed professional misconduct, a copy of the Evidentiary
Petition and the judgement shall be transmitted by the Office of
the Chief Disciplinary Counsel to the Clerk of the Supreme Court.
The Clerk of the Supreme Court shall make an appropriate
notation on the Respondent’s permanent record.
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Section

Texas Rules of Disciplinary Procedure

2.25
Disposition on
Appeal

The Board of Disciplinary Appeals may, in any appeal of the
judgement of an Evidentiary Panel within its jurisdiction:
A. Affirm the decision of the Evidentiary Panel, in whole or in
part;
B. Modify the Evidentiary Panel’s judgement and affirm it as
modified;
C. Reverse the decision of the Evidentiary Panel, in whole or
in part, and render the judgement that the Evidentiary
Panel should have rendered;
D. Reverse the Evidentiary Panel’s judgement and remand
the Disciplinary Proceeding for further proceeding by
either the Evidentiary Panel or a statewide grievance
committee panel composed of members selected from
state bar districts other than the district from which the
appeal was taken.
E. Vacate the Evidentiary Panel’s judgement ad dismiss the
case; or
F. Dismiss the appeal.
In determining whether a remand is heard by a statewide
grievance committee panel, the Board of Disciplinary Appeals
must find that good cause was show in the record on appeal. The
Board of Disciplinary Appeals shall randomly select the members
of the statewide grievance committee panel from grievance
committees other than the district from which the appeal was
taken. Six such members shall be selected, four of whom are
attorneys and two of whom are public members. The statewide
grievance committee panel, once selected, shall have all duties
and responsibilities of the Evidentiary Panel for purposes of the
remand.

2.26 Remand
to Statewide
Grievance
Committee
Panel

SBOT Process(es)
Meets Requirement

Figure 3A Texas Rules of Disciplinary Procedure Requirements Table - Disciplinary Review Process
and Complaint File Management
Section
6.03.02
Administration
of Disciplinary
System
6.03.03 Filing
of Complaints
6.03.04 Ethics
Opinions

SBOT Policy Requirement
The Office of the Chief Disciplinary Counsel shall administer the
attorney discipline and disability system in accordance with the
Texas Rules of Disciplinary Procedure and as directed by the
Commission.
Allegations of professional misconduct against any member of the
State Bar shall be filed with the Office of the Chief Disciplinary
Counsel.
The Chief Disciplinary Counsel shall maintain as a service to the
members of the Bar, a toll-free Attorney Ethics Helpline, operated
from 8:00 a.m. to 5:00 p.m., Monday through Friday. The Ethics
Helpline is designated to assist members of the State Bar who
have questions about their ethical obligations to clients, courts,
and public under the Texas Disciplinary Rules of Professional
Conduct. The advice shall be given orally to members of the State
Bar, but such advice shall not be binding on grievance committees
or the State Bar. No advice may be given to a member of the
State Bar if the advice relates to a matter that is pending in the

SBOT Process(es)
Meets Requirement
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Section

6.03.05
Grievance
Committee
Training

SBOT Policy Requirement
disciplinary system. No options on ethical or unauthorized
practice of law matters shall be given to non-members of the State
Bar of Texas.
The Office of Chief Disciplinary Counsel shall conduct annual
training sessions for all grievance committee members. The
training shall include, among other topics, structure of the
attorney discipline system, grievance procedure, and committee
organization, duties and authority with appropriate references to
the Texas Disciplinary Rules of Professional Conduct and the
Texas Rules of Disciplinary Procedure. In addition, members shall
be provided with a procedural guide on conducting evidentiary
hearings.

SBOT Process(es)
Meets Requirement

Figure 3B State Bar of Texas Board of Directors Policy Manual Requirements Table - Disciplinary
Review Process and Complaint File Management

Observations
Best Practice Implemented

SBOT has established best practices in the complaint file management processes. The Chief
Disciplinary Counsel (CDC) oversees the requirements of the disciplinary review process and
complaint file management. The CDC utilizes a well-known grievance system/database called
JustWare to track and retain data related to each grievance submitted. The CDC’s discipline process
progresses through JustWare and is handled by CDC staff within designated timeframes. Each step
of the process is tracked and claimants are notified of the outcome/status at various points
throughout the process.
Correspondence is mailed directly to the complainant to notify them that the case has progressed,
been dismissed or if additional documentation is required. During FY17-18, 7,452 complaints were
received by the Chief Disciplinary Council:




4,971 (67 percent) were dismissed
1,348 (18 percent of the original complaints received) resulted in appeals
1,224 (91 percent) of the appeals were dismissed

Chief Disciplinary Council has documented processes for each step of its disciplinary review process.
The procedures are detailed and provide employees the ability to perform processes by solely
utilizing the written procedures. Also, process maps offer the ability to follow along and correlate the
process to the procedure to be performed.
Observations

No reportable observations were noted for the disciplinary review process and complaint file
management related compliance requirements reviewed.

Recommendation
No recommendations are made for the disciplinary review process and complaint file management
related compliance requirements reviewed.
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Managements Response
No management response is required.

2. Client Security Funds
The State Bar of Texas Board of Directors Policy Manual describes the Client Security Fund
requirements. The State Bar Act and the State Bar Rules are silent on Client Security Fund
administration requirements.

0
0

State Bar Act requirements (Not
Applicable)

3

State Bar of Texas Board of Directors
Policy Manual requirements

State Bar Rules requirements (Not
Applicable)

Audit procedures applied to determine compliance with the State Bar of Texas Board of Directors
Policy Manual requirements included:






Conducted interviews and walkthroughs
Reviewed client security fund subcommittee summaries and voting outcomes
Reviewed client security fund Chief Disciplinary Council’s approval for disbursements
Reviewed client security fund reconciliations

Figure 4 compares State Bar of Texas Board of Directors Policy Manual requirements to SBOT’s
processes and controls.
Section
3.08.02 (B)
Administration
of the Fund
3.08.02 (D)
Funding of the
Client Security
Fund

SBOT Policy Requirement
The Client Security Fund shall be administered through the
Office of the Chief Disciplinary Counsel and the Client Security
Fund Subcommittee (“the Subcommittee”). The Client Security
Fund Subcommittee operates as a standing subcommittee of the
Discipline and Client Attorney Assistance Committee.
(1) Corpus. The Client Security Fund corpus shall be maintained
at an amount of not less than $2,000,000. Any amount
exceeding 2,000,000 in the corpus may be withdrawn to fund
grants.
(2) Investment Portfolio. The Executive Director shall establish a
separate portfolio of investments to constitute the assets of the
Client Security Fund.
(3) Funding for Grants. Funding sources include:
(a) An appropriation of not less than $300,000 made
annually from the State Bar’s general fund;
(b) Interest earned on the corpus during the fiscal year;
(c) Restitution and/or reimbursements to the Fund during
the fiscal year;

SBOT Process(es)
Meets Requirement
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Section

3.08.02
Rule 13
Maximum
Reimbursement
Limits

SBOT Policy Requirement
(d) Any funds deposited into the corpus through funds
collected from outside sources; and
(e) Any funds deposited into the corpus from unused
money available for grants.
Regardless of the amount of the loss proven in the application
for grant, no application shall be approved for a grant in excess
of $40,000 for losses to any one applicant arising out of the
dishonest conduct. Multiple applicants having losses arising out
of the same transaction may be considered by the
Subcommittee to constitute one loss subject to the $30,000 cap
on grants.

SBOT Process(es)
Meets Requirement

Figure 4 State Bar of Texas Board of Directors Policy Manual Requirements Table – Client Security
Funds

Observation
Best Practice Implementation

The Chief Disciplinary Council staff has established structured and well documented processes for
staff to follow from application receipt to presentation to the Client Security Fund Subcommittee for
review and their voting decision. While the SBOT Directors Policy Manual requires $300,000 to be
appropriated to the general fund annually, over $900,000 was paid to Client Security Fund
applicants during FY18. As of May 31, 2018 SBOT’s investment account balance for Client Security
Fund totaled $2,963,469.
Observations

No reportable observations were noted for the disciplinary review process and complaint file
management related compliance requirements reviewed.

Recommendation
No recommendations are made for the disciplinary review process and complaint file management
related compliance requirements reviewed.

Managements Response
No management response is required.
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3. Bank Accounts and Section Financials
The State Bar of Texas Board of Directors Policy Manual describes requirements related to activity
bank accounts and section financials for the agency to follow. The State Bar Act and the State Bar
Rules are silent on bank account activity and section financial reporting.

0
0

State Bar Act requirements

3

State Bar of Texas Board of Directors
Policy Manual requirements

State Bar Rules requirements

Audit procedures applied to determine compliance with these requirements included:






Conducted interviews and walkthroughs
Reviewed Section’s budget planning documents
Reviewed bank account listings and authorized signatories
Reviewed bank account reconciliations

Figure 5 compares the State Bar of Texas Board of Directors Policy Manual requirements to SBOT’s
processes and controls.

Section
5.01.06 (B)
Depositories
and
Investments

5.01.06 (C)
Books,
Records and
Reports

SBOT Policy Requirement
Section funds must be invested consistent with State Bar
investment policy as set forth in Section 3.05 of this Policy
Manual. Each section shall deposit its funds into either a
branch of the State Bar banking depository, or an alternative
banking depository meeting the requirements of the
investment policy as set forth in Section 3.05 of this Policy
Manual.
Each section shall maintain accurate financial books and
records and have appropriate controls on the maintenance
and disbursement of section funds, all in a fashion that
permits the inclusion of the sections’ financial information in
the State Bar’s financial statements and audit. Each section
also shall provide to the State Bar such financial information
as may be required for compliance with the requirements for
the independent financial and/or internal audits of the State
Bar as required by applicable law, rules and regulations. To
this end, the Audit and Finance Committee of the Board, in
consultation with the State Bar’s external auditors and the
Council of Chairs, shall adopt, subject to approval by the
Board, procedures for sections to report financial
information for inclusion in the State Bar’s financial
statements and audit. These procedures may include
requirements for delivery to the State Bar accounting
department, on a basis as often as monthly, of copies of
depository and investment statements and transaction
histories for disbursements and deposits. Each section also

SBOT Process(es) Meets
Requirment
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Section

SBOT Policy Requirement
shall submit to the Executive Director by July 15 of each year
a section budget for the current Fiscal Year.
For each section supplying the required monthly financial
information of the section, the accounting department of the
State Bar shall prepare and provide to the treasurer of the
section, a monthly and year-to-date section financial report
and a monthly cash and investment account reconciliation.
Upon request, the accounting department of the State Bar
shall be available to work with the bank and the treasurer of
the section to facilitate the submission of the financial
information to the State Bar. Additionally, any section may
elect to have the State Bar manage section funds, including
depositing dues, managing operating expenses, issuing
checks, and preparing financial reports and budgets. The
State Bar will provide assistance to sections under this
Subsection 5.01.06 at no charge to sections, except that
expenses incurred in providing financial information in a
format other than an electric format prescribed by the
accounting department of the State Bar shall be borne by the
section.

5.01.06 (E)
State Bar
Assistance to
Sections

SBOT Process(es) Meets
Requirment

Figure 5 State Bar of Texas Board of Directors Policy Manual Requirements Table - Finance

Observation
No reportable observations were noted for the bank accounts and sections compliance
requirements reviewed.
The SBOT maintains 41 different bank accounts (checking, savings and money market) for the
different funds it manages. Additionally, SBOT’s Finance Department provides financial reporting
and bank account reconciliations for the Sections that have a total of 57 different bank accounts.
Figure 6 summarizes the bank accounts maintained or reconciled by the SBOT Finance Department.
We noted that although the former executive director had been removed from individual bank
accounts as an authorized signatory, the JPMorgan Chase Exhibit A still listed this individual as a
signer. The JP Morgan Chase Exhibit A is the bank’s master authorized signatory document.
Account Type
Checking
Savings/High Yield Savings
Money Market
CD
Total Accounts

State Bar of Texas
25

Sections

Total
10

35

2

0

2

13

38

51

1

9

10

41

57

98

Figure 6 Summary of Bank Accounts Maintained or Reconciled by the SBOT Finance Department
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Recommendation
SBOT’s Finance Director took measures to remove the former executive director as an authorized
signatory from JP Morgan Chase’s master signatory list when we brought this to her attention.
Therefore, no recommendations are made for bank account and section financials compliance
requirements reviewed.

Managements Response
No management response is required as the Finance Director took corrective action as soon as this
was noted.

4. MCLE Sponsor Accreditation Fees and Non-Compliance
Penalties
The State Bar Rules describe compliance requirements for MCLE sponsor accreditation fees and noncompliance penalties. The State Bar Act and the State Bar of Texas Board of Directors Policy Manual
are silent on these topics.

0
7

State Bar Act requirements (Not
Applicable)

0

State Bar of Texas Board of Directors
Policy Manual requirements (Not
Applicable)

State Bar Rules requirements

Audit procedures applied to determine compliance with these requirements included:





Conducted interviews and walkthroughs
Reviewed member MCLE profiles
Reviewed MCLE sponsor packets

Figure 7 lists State Bar Rule requirements for MCLE sponsor accreditation fees and non-compliance
penalties
Section
Article XII
Section 8.
Compliance
A

State Bar of Texas Rules Requirement
Two months before the end of a member’s MCLE compliance
year, the Director must send the member and MCLE Annual
Verification Report. Members must review the report for accuracy.
If the report is accurate and shows that the member has
completed all MCLE requirements for the MCLE compliance year
or that the member is exempt from MCLE, then no additional
action is required by the member. If the report is inaccurate, the
member must correct his or her MCLE compliance record by
following the instructions on the report. To avoid a fine or
suspension, all CLE credit hours must be completed, and all
corrections to a member’s MCLE compliance record must be
received by the Director, before the end of the member’s MCLE
compliance year.

SBOT Process(es)
Meets Requirement
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Section
Article XII
Section 8.
Compliance B

Article XII
Section 8.
Compliance
C
Article XII
Section 8.
Compliance
D
Article XII
Section 8.
Compliance E

Article XII
Section 8.
Compliance F
Article XII
Section 10

State Bar of Texas Rules Requirement
On or about the first day of the birth month, the Director shall
make available to the member, a report of amendments that have
been made to the MCLE record for the compliance year that
ended immediately prior to said birth month. The Director shall
also notify any member who has not completed MCLE
requirements for the compliance year that ended immediately
prior to said birth month. A member, who has grace period
through the last day of the birth month to completing and
reporting CLE credits by the last day of the birth month (grace
period).
On or about the 12th day of the month immediately following a
member’s birth month, the Director will notify in writing a member
who is in non-compliance for the MCLE compliance year just
ended of the member’s non-compliance status.
On or about the first day of the third month immediately following
a member’s birth month, the Director will send a final notice to
any member who has not cured the member’s noncompliance
status.
If by the last business day of the fourth month following the birth
month (or reporting month if the member has been granted an
extension in accordance with this article for completion of CLE
requirements the member has still not cured his or her
noncompliance, the member shall be automatically suspended
from the practice of law in Texas as directed by Order of the
Supreme Court dated December 23, 2002.
Upon the execution of suspension, the Director will send a written
notice to each member who is suspended from practice by the
order.
Any member whose license to practice law has been suspended
under the terms of this Article who after the date of suspension
files an activity report with the MCLE Director showing
compliance and who has paid all applicable fees associated with
non-compliance and suspension, shall be entitled to have such
suspension promptly terminated and be returned to former status.
Return to former status shall be retroactive to the inception of
suspension, but shall not affect any proceeding for discipline to the
member for professional misconduct. The MCLE Director shall
promptly notify the Clerk that a member formerly suspended
under this Article has now complied with this Article.

SBOT Process(es)
Meets Requirement

Figure 7 State Bar Rule Requirements Table – MCLE Sponsor Fees and Non-Compliance Penalties

Observation
No reportable observations were noted for the MCLE sponsor accreditation fees and noncompliance penalties compliance requirements reviewed.

Recommendation
No recommendations are made for the MCLE sponsor accreditation fees and non-compliance
penalties related compliance requirements reviewed.
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Managements Response
No management response is required.

5. Human Resources Processes: Employee Time Reporting, New
Hires and Separations
The State Bar Act, the State Bar Rules and the State Bar of Texas Board of Directors Policy Manual
are silent on human resource requirements. Internal operating polices govern the human resource
functions.

0
0

State Bar Act requirement
State Bar Rules requirements (Not
Applicable)

0
2

State Bar of Texas Board of Directors
Policy Manual requirements (Not
Applicable)
State Bar of Texas Internal Process
Memos

Audit procedures applied to determine compliance with these requirements included:






Conducted interviews and walkthroughs
Reviewed applicable memos/procedures
Reviewed employee profiles and benefits elections
Reviewed onboarding and separation documentation.

Figure 8 compares internal memos/procedures for human resources related activities.
Section
Human
Resources

Recording
Work
Hours

State Bar of Texas Human Resources Memos
The Human Resources Department is responsible for the overall
administration of the Human Resources Program, including staff
recruitment; screening and hiring; compensation and
benefits administration; personnel policy development and
administration; performance evaluation administration; employee
relations; management training; EEO compliance; and
compliance with all federal, state and local laws and
regulations. Human Resources is also responsible for maintaining
employee personnel records and time files. The department recruits
and hires the best-qualified applicants for positions within the State
Bar of Texas. This process includes developing job vacancy
notices and screening several thousand applications each year.
The State Bar complies with all applicable laws that require records to
be maintained of the hours worked by employees. All non-exempt
employees are required to submit a time card each week through the
State Bar’s online time keeping system, Business Portal. Nonexempt
employees are required to record all hours worked and any hours
absent each week for payroll and attendance purposes. Exempt

SBOT Process(es)
Meets Requirement
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Section

State Bar of Texas Human Resources Memos
employees, who are paid on a salary basis, are required to submit any
paid leave taken to accurately track attendance and leave taken.

SBOT Process(es)
Meets Requirement

Figure 8 State Bar of Texas Requirements Table – Human Resources

Observations
No reportable observations were noted for the Human Resources processes reviewed.

Recommendation
No recommendations are made for the Human Resources processes related compliance
requirements reviewed.

Managements Response
No management response is required.

6. General Observation: Standard SBOT Internal Operating
Procedures Template
Observation (Low Risk)
SBOT does not have a standardized template for internal operating memos/procedures listing an
effective date, approval and review. Internal Audit received Human Resources Memos (internal
operating procedures) which contained an overview, employee hiring process, performance
evaluation, termination process, payroll information, and time reporting. However, the internal
operating memos did not contain a review or update date nor did it include editor name and
approval information. Therefore, it is unknown when the memo was created and who reviewed the
memo.
Audit procedures applied to determine compliance with these requirements included:




Conducted interviews and walkthroughs
Reviewed applicable internal operating memos/procedures

Recommendations
Create an agency wide internal operating memo/procedure template that can be utilized by all
departments to establish consistency with procedures which can be utilized during training and
audits.

Managements Response
Management concurs with this recommendation. The State Bar is developing a procedure for
standardizing the documentation of all departmental policies and key processes. Policies and key
processes will be updated to include an effective date, a version number and an approval date. The
procedure for standardizing documented policies and processes will include a policy template for
State Bar departments.
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