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9130 Jollyville Road 

Suite 320 

Austin, TX 78759 

Phone:  713.968.1600 

WWW.MCCONNELLJONES.COM 

 

 

January 12, 2021 

 

Mr. Alistair Dawson 
State Bar of Texas 
Audit & Finance Committee 
1414 Colorado Street 
Austin, TX 78701 

 

Dear Audit & Finance Committee Chair: 

Attached is Internal Audit Report #21-001 Public Funds Investment Act Compliance Audit.  
This audit was performed as part of the approved Annual Internal Audit Plan.  

We assessed the State Bar of Texas’ (SBOT) compliance with Texas Government Code 
Chapter 2256 Public Funds Investment and determined that the agency was compliant 
with all requirements.  Additionally, management’s internal controls for investment 
processes and reporting are effective and working as designed.  

Please contact Darlene Brown at 281.740.0017 if you should have any questions about 
this audit report. 

Sincerely, 

 

 

Ira Wayne McConnell, CPA 
Partner 
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Audit Report Highlights 

Investment Compliance Audit 

Why Was This Review Conducted? 
McConnell & Jones LLP (MJ) serving as the 
outsourced internal audit function (Internal 
Audit) for performed this internal audit as part 
of the approved Annual Internal Audit Plan. 
 

Audit Objectives and Scope 
To assess management controls and processes 
in place to ensure investments are authorized, 
accurately recorded, and reported, and that 
investments comply with the State Bar of Texas 
(SBOT) Investment Policies and the Public 
Funds Investment Act (PFIA).  
 
The audit scope period was June 1, 2018 – May 
31, 2019. 
 

Audit Focus 
• Investment Transactions 
• Investment Reconciliations 
• Investment Reporting 
• Investment Officer Training  
• Compliance with SBOT Investment Policy 

and PFIA requirements 
 
 
 
 
 

  
We wish to thank all employees for their 
openness and cooperation.  Without this, we 
would not have been able to complete our review. 

 

Audit Conclusions 
SBOT is in compliance with the State Bar of 
Texas Investment Policies and the Public Funds 
Investment Act.  Investment activities are 
authorized and recorded in a complete, 
accurate and timely manner.  Additionally, 
SBOT investment activities are reported to the 
Audit & Finance Committee at each meeting 
and discussed. 
 
Internal Control Rating 
Best practice internal controls and processes 
that are effectively working as intended.  
 

What Did We recommend? 
1. No recommendations were made. 
 

 
 

Number of Findings by Risk Rating 

High Medium Low Total 

0 0 0 0 
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1.0 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 2256 Public Funds Investment, 
commonly referred to as the Public Funds 
Investment Act (PFIA).   

Government Code Chapter 2256 Section 
2256.005 Investment Policies, Investment 
Strategies; Investment Officer subsection (n) 
requires that at least once every two years a 
state agency arranges for a compliance audit 
of management controls on investments and 
adherence to the agency's established 
investment policies to be performed by their 
internal auditor or a private auditor. The 
resulting audit reports must be reported to the 
state auditor no later than January 1st of each 
even numbered year.  

SBOT’s investment policy requires an annual 
audit of the investment funds’ records.  

SBOT does invest public funds and therefore 
is required to comply with Texas Government 
Code Chapter 2256 Public Funds Investment.  
These funds are invested through SBOT’s 
investment manager (PFM Asset Management 
LLC).  SBOT’s investment manager was 
selected through a formal bid process.  

We performed this audit as part of the 
approved 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. 

SBOT’s Investment Standard 

The State Bar shall invest its funds in a manner in 
which persons of prudence, discretion and 
intelligence exercise in the management of their 
own affairs, not for speculation, but to, in order of 
priority, preserve and safeguard the principal 
amount invested, provide liquidity to meet 
operating cash flow needs, and earn the highest 
yield possible considering the required safeguards. 

SBOT’s Investment Principals 

✓ Safety of Principal 
✓ Diversification 
✓ Yield 

May 31, 2020 Investment 
Account Balances 

The Texas State Bar has a total of $37.6 million in 
the following investment funds.   

✓ General Fund $27,371,887.01 
✓ Texas Law Center - $4,450,362.93 
✓ Client Security Fund - $3,220,651.77 
✓ Texas Board of Legal Specialization - 

$1,526,716.03 
✓ Annual Meetings Fund - $319,108.56 
✓ Texas Bar College - $407,564.85 
✓ Law Focused Education (Hatton Sumners 

Grant) - $345,830.78 
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We believe that the evidence obtained 
accomplishes that requirement.  

Pertinent information has not been omitted 
from this report. This report summarizes the 
audit objectives and scope, our assessment 
based on our audit objectives and the audit 
approach.  

Objectives and Scope 

The purpose of this audit is to assess SBOT’s 
compliance with the PFIA’s specific 
requirements.  In doing so, we also evaluated 
management controls in place to ensure that 
the agency’s funds are invested according to 
SBOT’s investment policy and that the 
investment reports are accurately compiled 
and distributed in a timely manner.   

Texas Government Code Chapter 2256 Public 
Funds Investment sections applicable to SBOT 
are: 

✓ Section 2256.005 Investment Policies, 
Investment Strategies; Investment 
Officer 

✓ Section 2256.007 Investment Training; 
State Agency Board Members and 
Officers  

✓ Section 2256.023 Internal 
Management Reports 

The State Bar of Texas’ applicable investment 
policy requirements are based upon its 
investment standard to preserve and 
safeguard the principal amount invested, 
provide liquidity to meet operating cash flow 
needs, and earn the highest yield possible 
considering the required safeguards. SBOT’s 
investment policy is embedded in the State 
Bar of Texas Board of Directors Policy Manual 

(June 2020).  The investment policy contains 
the following components: 

✓ Approved investment vehicles 

✓ Investment concentrations 

✓ Maturity periods 

✓ Investment rating 

✓ Reporting 

✓ Training 

✓ Investment principals 

✓ Investment settlement 

✓ Compliance with the Public Funds 
Investment Act 

✓ Annual audit 

The scope period was June 1, 2019 through 
May 31, 2020.  

Results and Conclusion 

SBOT has implemented best practice internal 
controls and processes to ensure that 
investment activities are authorized and 
recorded in a complete, accurate and timely 
manner. 

SBOT is in compliance with the State Bar of 
Texas Board of Directors Policy Manual 
Investment Policy Section 3.05.06. 
Additionally, management’s internal controls 
for investment activities and reporting are 
effective and working as designed. 

We noted that the investment reports 
provided by the SBOT’s Investment Manager 
are comprehensive and provide summary 
level investment balances and transactions in 
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addition to a significant amount of detailed 
analysis.  The investment reports provided to 
the SBOT Audit & Finance Committee 
continue to be some of the most 

comprehensive investment reports we see 
provided to boards.  

Figure 1 describes the internal control rating. 
 

 

 
 
 
SBOT’s internal controls over 
investment activity are 
effective.  Best practice 
processes and controls also 
ensure compliance with the 
State Bar of Texas Board of 
Directors Policy Manual 
Investment Policy Section 
3.05.06 and Texas 
Government Code 2256 
Public Funds Investment. 

Figure 1 Internal control rating description. 
 
 
SBOT’s Director of Finance is the 
organization’s designated investment officer.  
As such, this individual is authorized to 
execute investment transactions on behalf of 
SBOT.  The Director of Finance and the Audit 
& Finance Committee members work closely 
with the contracted investment firm to ensure 
that the organization’s funds are invested in 
the highest return vehicles allowed by statute.  
The investment firm provides detailed 
investment reports each quarter which are 
discussed at the Audit & Finance Committee 
meetings.   
 
SBOT has exercised sound stewardship over 
membership fees and revenue generating 

activities as evidenced by the fact that SBOT’s 
investment balance as of May 31, 2020 
remained within $3 million of the prior year 
balances although activities slowed down with 
the pandemic. The total investment balance as 
of May 31, 2020 was $37.64 million, which is 
down slightly from $40.56 million as of May 
31, 2020.  The General Fund, Annual Meeting 
Fund and Board of Legal Specialization had 
balance decreases while the Texas Law 
Center, Law Focused Education Fund, Client 
Security Fund and College Fund saw 
increased balances.  
 
Figure 2 provides a summary of SBOT’s 
investment balances by quarter between May 
31, 2019 and May 31, 2020.   

INTERNAL CONTROL RATING

Unsatisfactory

Major 
Improvement 
Needed

Some 
Improvement 
Needed

Effective

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

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

RATING DESCRIPTION
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Figure 2 SBOT Total Investment Balances by Quarter May 31, 2019 to May 31, 2020 
 
SBOT’s excess funds are invested in a combination 
of short-term and long-term investment 
instruments.  SBOT uses over-night investments to 
the extent possible to allow for some degree of 
interest to be earned yet have the funds readily 
available for operating expenses when needed.  
The General Fund account is where the operating 

funds are invested, as such this account has the 
most investment balance fluctuations while the 
other six investment funds remain relatively stable.  
Figure 3 provides a summary of individual 
investment fund balances each quarter between 
May 31, 2019 and May 31, 2020.   

 

 
Figure 3 Individual Investment Fund Balances by Fund May 31, 2019 to May 31, 2020 
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2.0 COMPLIANCE AUDIT DETAILS 
The State Bar of Texas maintains investments 
for seven funds.  These funds are: 

✓ General Fund 

✓ Client Service Fund (CSF) 

✓ Texas Board of Legal Specialization 
(TBLS) 

✓ Texas Bar College (TBC), which 
includes an Endowment Fund 

✓ Hatton Sumners Grants (HSG) 

✓ Texas Law Center (TLC) 

✓ Annual Meetings Fund (AM) 

 

A. Investment Policy 

The PFIA requires state organizations that 
invest public funds to have a written 
investment policy that is reviewed at least 
once per year by the governing body.  Section 
2256.005 Investment Policies, Investment 
Strategies; Investment Officer lists specific 
topics that must be included in the agency’s 
investment policy.  

Audit procedures applied to determine 
compliance with these requirements included: 

✓ Reviewed SBOT’s investment policy 
and compared it to requirements listed 
in Section 2256.005. 

Figure IP1 compares Section 2256.005 
requirements to SBOT’s investment policy.   

Texas 
Government 

Code Sec. 
2256.005 
Section 

PFIA Investment Policy Requirements 

SBOT 
Investment 

Policy Meets 
Requirement 

(b)(1) The investment policies must be written. 
 

(b)(2) Primarily emphasize safety of principal and liquidity. 
 

(b)(3) Address investment diversification, yield, and maturity and the 
quality and capability of investment management.  

(b)(4)(A) Include a list of the types of authorized investments in which 
the investing entity's funds may be invested.  

(b)(4)(B) Include the maximum allowable stated maturity of any 
individual investment owned by the entity.  

(b)(4)(C) 
Include for pooled fund groups, the maximum dollar weighted 
average maturity allowed based on the stated maturity date for 
the portfolio. 

 

(b)(4)(D) Include methods to monitor the market price of investments 
acquired with public funds.  

(b)(4)(E) 
Include a requirement for settlement of all transactions, except 
investment pool funds and mutual funds, on a delivery versus 
payment basis. 

 

(b)(4)(F) 
Include procedures to monitor rating changes in investments 
acquired with public funds and the liquidation of such  
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Texas 
Government 

Code Sec. 
2256.005 
Section 

PFIA Investment Policy Requirements 

SBOT 
Investment 

Policy Meets 
Requirement 

investments consistent with the provisions of Section 
2256.021. 

(d) 

As an integral part of an investment policy, the governing body 
shall adopt a separate written investment strategy for each of 
the funds or group of funds under its control. Each investment 
strategy must describe the investment objectives for the 
particular fund using the following priorities in order of 
importance: 
(1) understanding of the suitability of the investment to the 
financial requirements of the entity; 
(2) preservation and safety of principal; 
(3) liquidity; 
(4) marketability of the investment if the need arises to 
liquidate the investment before maturity; 
(5) diversification of the investment portfolio; and 
(6) yield. 

 

(e) 
The governing body of an investing entity shall review its 
investment policy and investment strategies not less than 
annually. 

 

(e) 

The governing body shall adopt a written instrument by rule, 
order, ordinance, or resolution stating that it has reviewed the 
investment policy and investment strategies and that the 
written instrument so adopted shall record any changes made 
to either the investment policy or investment strategies. 

 

(f) 

Each investing entity shall designate, by rule, order, ordinance, 
or resolution, as appropriate, one or more officers or 
employees of the state agency, local government, or 
investment pool as investment officer to be responsible for the 
investment of its funds consistent with the investment policy 
adopted by the entity. 

 

Figure IP1 Section 2256.005 requirements and SBOT’s compliance.  
Legend: 

 Internal controls are effective and SBOT is in compliance with requirement; no observations noted. 
 

Conclusion 

SBOT is in compliance with Section 2256.005 
Investment Policies, Investment Strategies; 
Investment Officer.  Our audit procedures 
resulted in no exceptions noted.  

Recommendation 

No recommendations are made for this 
compliance requirement. 
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Management’s Response 

Management response is not required as no 
observations were noted for this compliance 
requirement. 

 

B. Investment Officer, State Agency Board Member and Officer Training 

 
The PFIA section 2256.007 lists specific 
training requirements for the agency 
investment officers, board members and 
officers.   

Audit procedures applied to determine 
compliance with these requirements included: 

✓ Reviewed SBOT’s investment training 
records to determine compliance with 
the requirements of section 2256.007.  

✓ Reviewed quarterly investment reports 
and reports on Subchapter A, Chapter 
2256, provided to SBOT’s governing 
body.  

Figure IT1 compares section 2256.007 
training requirements to SBOT’s records of 
investment officer training taken. 

Texas 
Government 

Code Sec. 
2256.007 
Section 

INVESTMENT TRAINING; STATE AGENCY BOARD MEMBERS 
AND OFFICERS. 

SBOT 
Investment 
Officer and 

Officers 
Training Meet 
Requirements 

(a) 

Each member of the governing board of a state agency and its 
investment officer shall attend at least one training session 
relating to the person's responsibilities under this chapter within 
six months after taking office or assuming duties. 

 

(b) The Texas Higher Education Coordinating Board shall provide the 
training under this section.   

( c) 
Training under this section must include education in investment 
controls, security risks, strategy risks, market risks, diversification 
of investment portfolio, and compliance with this chapter. 

 

(d) 

An investment officer shall attend a training session not less than 
once each state fiscal biennium and may receive training from 
any independent source approved by the governing body of the 
state agency.  

 

(d) 

The investment officer shall prepare a report on this subchapter 
and deliver the report to the governing body of the state agency 
not later than the 180th day after the last day of each regular 
session of the legislature. 

 

Figure IT1 Texas Government Code training requirements compared to SBOT’s training taken. 
Legend: 

 Internal controls are effective and SBOT is in compliance with requirement; no observations noted. 
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Conclusion   

SBOT was in compliance with PFIA section 
2256.007.  SBOT’s investment officer has 
completed all training required to perform the 
role of an investment officer.  

Recommendation 

No recommendations are made for this 
compliance requirement. 

Managements Response 

Management response is not required as no 
observations were noted for this compliance 
requirement. 

 

C. Management Reports 

The PFIA requires state agencies that invest 
public funds provide investment management 
reports to its governing body.  Section 
2256.023 Internal Management Reports lists 
specific information that must be included in 
the investment management reports.  

SBOT’s Finance Division Director works with 
SBOT’s investment manager, PFM Asset 
Management LLC, to prepare detailed 
investment reports.  The investment reports 
are signed/certified by the SBOT Executive 
Director, Finance Division Director and PFM.  
The investment reports are provided to the 
SBOT Audit & Finance Committee each 
quarter.   

Audit procedures applied to determine 
compliance with Section 2256.023 
requirements included: 

✓ Reviewed quarterly investment reports 
for completion and content 
compliance with Section 2256.023. 

✓ Compared quarterly investment 
reports to SBOT Balance Sheets and 
trial balance report to determine 
completeness and accuracy.  

Figure MR1 compares the Section 2256.023 
investment management report requirements 
to SBOT’s investment reports. 

Texas 
Government 

Code Sec. 
2256.023 
Section 

Internal Management Reports 

SBOT Investment 
Management 
Reports Meet 
Requirements 

(a) 

Not less than quarterly, the investment officer shall prepare 
and submit to the governing body of the entity a written 
report of investment transactions for all funds covered by this 
chapter for the preceding reporting period. 

 

(b)(1)(2)(3) 

The report must: 
(1) describe in detail the investment position of the entity on 
the date of the report; 
(2) be prepared jointly by all investment officers of the entity; 
(3) be signed by each investment officer of the entity; 

 

(b)(4) 
contain a summary statement of each pooled fund group that 
states the:  
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Texas 
Government 

Code Sec. 
2256.023 
Section 

Internal Management Reports 

SBOT Investment 
Management 
Reports Meet 
Requirements 

(A) beginning market value for the reporting period; 
(B) ending market value for the period; and 
(C) fully accrued interest for the reporting period; 

(b)(5) 
state the book value and market value of each separately 
invested asset at the end of the reporting period by the type 
of asset and fund type invested; 

 

(b)(6) state the maturity date of each separately invested asset that 
has a maturity date;  

(b)(7) 
state the account or fund or pooled group fund in the state 
agency or local government for which each individual 
investment was acquired; 

 

(b)(8) 

state the compliance of the investment portfolio of the state 
agency or local government as it relates to: 
(A) the investment strategy expressed in the agency's or local 
government's investment policy; and (B) relevant provisions of 
this chapter. 

 

( c) 
The report shall be presented not less than quarterly to the 
governing body and the chief executive officer of the entity 
within a reasonable time after the end of the period. 

 

(d) 

If an entity invests in other than money market mutual funds, 
investment pools or accounts offered by its depository bank 
in the form of certificates of deposit, or money market 
accounts or similar accounts, the reports prepared by the 
investment officers under this section shall be formally 
reviewed at least annually by an independent auditor, and the 
result of the review shall be reported to the governing body 
by that auditor. 

 

Figure MR1 Texas Government Code reporting requirements compared to SBOT’s management 
reports. 
Legend: 

 Internal controls are effective and SBOT is in compliance with requirement; no observations noted. 
 

Conclusion   

SBOT’s investment reports are in compliance 
with Section 2256.023.  Additionally, the 
monthly investment reports were complete 
and accurate. 

Recommendation 

No recommendations are made for this 
compliance requirement. 

Management’s Response 

Management response is not required as no 
observations were noted for this compliance 
requirement.



State Bar of Texas 

 

#21-001 Public Funds Investment Act Compliance Audit 

 

 

 
 

12 
 

 

 





 

] 

State Bar of Texas 

Internal Audit Services 

AN INTERNAL AUDIT OF: 

Chief Disciplinary Counsel 

Processes 

Report No. 21-002 

February 5, 2021 
 



Stat Bar of Texas   

 

#21-002 Chief Disciplinary Counsel Processes Audit 
 

 

 

 
 

i 
 

 

 
 

Table of Contents 
 

Section Page Number 
 

1.0 INTRODUCTION ...................................................................................................................... 3 

OBJECTIVE ............................................................................................................................................. 3 

CONCLUSION AND INTERNAL CONTROL RATING ........................................................................ 4 

BUSINESS OBJECTIVES, RISKS, FINDINGS AND MANAGEMENT RESPONSE ................................ 6 

APPENDIX A – CDC COMPLIANCE REQUIREMENTS ..................................................................... 15 

 

 
 
 
 
 
 
 
 
 
 
 
 
  
 



 
 
 
 
 
 

 

9130 Jollyville Road 

Suite 320 

Austin, TX 78759 

Phone:  713.968.1600 

WWW.MCCONNELLJONES.COM 

 

 

February 5, 2021 

 

Mr. Alistair Dawson 
State Bar of Texas 
Audit & Finance Committee 
1414 Colorado Street 
Austin, TX 78701 

 

Dear Audit & Finance Committee Chair: 

Attached is Internal Audit Report #21-002 Chief Disciplinary Counsel Processes Audit.  
This audit was performed as part of the approved Annual Internal Audit Plan.  

We assessed the Chief Disciplinary Counsel’s internal controls, processes and compliance 
with Government Code, Texas Rules of Disciplinary Conduct, and State Bar of Texas Board 
of Director’s Policy Manual and determined that the agency was compliant with all 
requirements.  Additionally, management’s internal controls for disciplinary processes and 
the Client Security Fund are effective and working as designed.  

Please contact Darlene Brown at 281.740.0017 if you should have any questions about 
this audit report. 

Sincerely, 

 

 

Ira Wayne McConnell, CPA 
Partner 
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Audit Report Highlights 

Chief Disciplinary Counsel Processes and Controls Audit 

Why Was This Review Conducted? 
McConnell & Jones LLP (MJ) serving as the outsourced 
internal audit function (Internal Audit) for performed 
this internal audit as part of the approved Annual 
Internal Audit Plan. 
 

Audit Objectives and Scope 
To assess management controls and processes in 
place to ensure the attorney discipline system is 
administered in accordance with statute, the 
Commission for Lawyer Discipline requirements and 
SBOT policies in an effective and efficient manner. We 
will also assess internal controls and processes over 
the Client Security Fund. 
 
The audit scope period was June 1, 2019 – May 31, 
2020.  
 

Audit Focus 
• Complaint and grievance receipt, recording, 

classification, and referral processes. 
• Complaint investigation processes.   
• Complaint presentation to local grievance 

committee panel. 
• Disciplinary actions monitoring. 
• Communications and reports to Commission for 

Lawyer Discipline. 
• Ethics Helpline monitoring and reporting. 
• Compliance with applicable regulations and 

policies. 
 
 
 
 

  
We wish to thank all employees for their openness and 
cooperation.  Without this, we would not have been able 
to complete our review. 

 

Audit Conclusions 
The Chief Disciplinary Counsel has 
established effective internal controls 
and processes to ensure that they 
comply with attorney discipline 
requirements and the Client Security 
Fund (CSF) is protected. We also noted 
some best practice processes related to 
the implementation of JustWare.  
 
Internal Control Rating 
Effective. 
 

What Did We recommend? 
No recommendations were made for 
internal controls.  We did make the 
following process improvement 
opportunity recommendations: 
1. Finalize the written procedures 

related to CSF processes that are 
currently in draft form. 

2. CDC should include an attest 
statement that they have received 
the completed subrogation form with 
documents provided to the Finance 
Department. 

 
 

Number of Findings by Risk Rating 

High Medium Low Total 

0 0 0 0 
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INTRODUCTION 

 

McConnell & Jones LLP (MJ) performed an internal audit of the Chief Disciplinary Counsel’s 

internal controls and processes. 

We performed this audit as part of the approved FY 2021 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 audit objectives were to assess management controls and processes in place to 

ensure the attorney discipline system is administered in accordance with statute, the 

Commission for Lawyer Discipline requirements and SBOT policies in an effective and 

efficient manner.  We also assessed internal controls and processes over the Client 

Security Fund. 

 
We focused on management’s controls and business processes in place to ensure the following: 
 
1. Complaints and grievances are handled in a consistent manner and in compliance with applicable SBOT 

policies and regulations.  
2. Complaints and grievances are appropriately classified in accordance with policies and regulations.  
3. Complaints and grievances are recorded and tracked from receipt to disposition, including monitoring of 

judgements.  
4. Investigations are completed in a timely manner, on a consistent basis and in compliance with policies and 

regulations. 
5.  Information and reports provided to the Commission for Lawyer Discipline and local grievance committee 

panels are complete, accurate, and timely.  
6. The Ethics Helpline is being monitored. 
7.  Processes and criteria are in place to ensure that all Ethics Helpline reports are reviewed, recorded, 

assigned and monitored from receipt to disposition. 
8.  There is adequate segregation of duties over the Client Security Fund administration and disbursement 

activities. 
 
As such we focused on the following processes: 
 
1. Complaint and grievance receipt, recording, classification and referral processes. – Systems, tools and 

processes for receiving tips and complaints; systems tools and processes for recording complaints and 
grievances; classification criteria; internal and external referral criteria and process.   

2. Complaint investigation processes. – Systems, tools and processes for assigning investigations, monitoring 
progress and ensuring investigation consistency and compliance with policies and regulations.   

3. Complaint presentation to local grievance committee panel. – Report completeness and accuracy.  
4. Disciplinary actions monitoring. – Systems, tools and processes in place to ensure actions are monitored 

on a regular basis and actions are taken when individuals are not adhering to the judgement.  
5. Communications and reports to Commission for Lawyer Discipline. – Communication methods, 

frequency, accuracy and completeness.  
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6. Ethics Helpline monitoring and reporting. – Monitoring frequency; tracking tools used; review and 
assignment criteria and process; Ethics Helpline activity report contents, frequency, completeness, and 
accuracy.  

7. Compliance with applicable regulations and policies 
 

CONCLUSION AND INTERNAL CONTROL RATING 

 

Our audit procedures resulted in no reportable findings and determination of effective 

internal controls. Therefore, we assign the overall internal control rating of Effective.  

We did identify improvement opportunities which we discuss in this report.  Exhibit 1 

describes the internal control rating.   

 

 

The CDC has effective 
internal controls and 
processes in place to ensure 
compliance with attorney 
discipline system’s 
requirements.   

Grievances are tracked and 
monitored from receipt to 
disposition.  There is also 
adequate segregation of 
duties over the Client 
Security Fund. 

At the time of audit testing, 
CDC did not have any past 
due classifications and 
classifications were being 
completed two weeks ahead 
of scheduled dates. 

 

 

Exhibit 1: Internal control rating description. 
 

Best Practices Implemented 

Grievance and Investigation Tracking 

SBOT has established best practices in the complaint file management processes.  The Chief Disciplinary 
Counsel (CDC) developed a classification method for all grievances and investigation of all complaints.  The 
CDC utilizes a grievance tracking system/database called JustWare to monitor processing of grievances by 
category, method of resolution, and length of time required for resolution. The case summaries are maintained 
within JustWare, detailing activity associated throughout the lifecycle of submitted complaints. Hard copies of 
mailed grievances are maintained within the CDC offices, and are subject to CDC retention policy. 

 

CDC also provides a full explanation to each complainant on dismissal of an inquiry or a complaint.  

INTERNAL CONTROL RATING

Unsatisfactory

Major 
Improvement 
Needed

Some 
Improvement 
Needed

Effective

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

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

RATING DESCRIPTION
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Client Security Fund 

The Chief Disciplinary Counsel staff have successfully 
implemented and transitioned the Client Security Fund over 
to JustWare, therefore allowing the application and all 
subsequent documentation to be digitally housed together.  
 

 

 

 

 

 

 

Compliance Requirements 

Exhibit 2 provides a summary of the 35 compliance requirements applicable to CDC.  We noted that CDC is 
compliant with each of these.  

 

Function Gov’t Code SBOT Rules 
SBOT 

Policy* Total 

Disciplinary Review & Complaint File 
Management 

15 10 5 30 

Client Security Funds 0 0 5 5 

Total 15 10 10 35 

Exhibit 2: CDC Compliance Requirements 
*Policy may be internal department policy and/or SBOT Board of Directors policy. 

 
Internal Control Finding, Improvement Opportunities and Risk 

We assess controls and processes to determine their effectiveness in: 

• Protecting the organization’s assets. 
• Protecting the organization’s reputation. 
• Protecting information which the organization is entrusted with. 
• Ensuring compliance with regulations, SBOT Directors Policy and internal policies. 

As we perform the assessment, we note any deviations or exceptions. For each deviation or exception, we 
question the impact it could have on your business.  Based on the potential impact, we categorize the deviation 
or exception into one of two categories: 

1. Finding – identifies a problem related to an area of non-compliance or an internal control weakness.  
2. Improvement Opportunity – controls are working effectively but could be enhanced to be more 

efficient. 
We understand that your resources are limited, so our final step is to assign a risk rating to each finding or 
opportunity to help you determine where you should focus your resources and/or prioritization. 

We did not identify any findings during this audit but did identify two improvement opportunities which we 
discussed with management and summarize below. 

 

Client Security Fund

The Client Security Fund processed 149 
payments totaling $872,283 to grant 
applicants between June 2019 and May 
2020.  
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Improvement Opportunity 1 – Low Risk 
There are several activities involved in managing the Client Security Fund (CSF) activities.  One of the activities 
is to review cases and authorize payment to grant applicants.  We noted that there are established controls to 
ensure that all applications are reviewed and approved by the Client Security Fund Committee.  We also noted 
that required subrogation documents are obtained from the grant applicants prior to payment being issued.  
The CDC maintains this documentation on file and sends an email to the SBOT Finance Department to 
proceed with processing a check for specific individual(s) that are on the grants awarded memo and signed 
copy of the meeting table previously provided to them.  The SBOT Finance Department then confirms that the 
name and amount is listed on the grant award memo.   
 
SBOT Finance Department staff do not receive copies of the required subrogation documentation that is 
submitted by the grant applicant(s).  Therefore, we suggest that CDC include an attest statement that they have 
received the completed subrogation form with documents provided to the Finance Department. 

 

Improvement Opportunity 2 – Low Risk 
The CDC is in the process of updating written procedures for the Client Security Fund Administration.  Because 
written procedures serve as a key internal control, we recommend that the CDC make their best efforts to 
finalize the updates as quickly as possible.  

 

BUSINESS OBJECTIVES, RISKS, FINDINGS AND MANAGEMENT 

RESPONSE 
 

 

 This section of the report provides a summary of applicable business objectives, 

risks, and controls in place to ensure that CDC’s controls are effective, and 

processes are efficient.  Each table also includes our assessment of internal controls 

for the respective business risk, our recommendations to address deficiencies noted 

and management’s response.  

 

1 BUSINESS OBJECTIVE: Client Security Fund Segregation of Duties 

Business  
Objective 

To design controls and processes that ensure there is segregation of duties over the 
Client Security Fund Administration and disbursement activities and that the fund’s 
assets are protected from misappropriation.  

Business  
Risk 

 The Client Security Fund may not have adequate Segregation of Duties to ensure 
funds are protected from misappropriation.  

 Payments could be disbursed to incorrect grant recipients.  
 There may be a lack of sufficient review performed by CDC which contributes to 

payments being disbursed without supporting documentation from grant 
recipient.  

Management  
Controls in Place 

 Chief Disciplinary Counsel signs quarterly meeting check request coversheet to 
ensure review of documents before SBOT’s Finance Department issues checks.  

 Legal Assistant/ Public Affairs Counsel enters application and supporting 
documentation into JustWare, the Chief Disciplinary Counsel approves all check 
requests, SBOT Finance Department issues checks, and the legal assistant mails 
out checks to client.  

 As of January 2020, Client Security Fund grant applications are uploaded into an 
electronic tracking and approval system, JustWare.   
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1 BUSINESS OBJECTIVE: Client Security Fund Segregation of Duties 

Control  
Tests 

 Interviewed key process owners. 
 Created Client Security Fund Segregation of Duties matrix. 
 Performed sample testing of CSF tracking sheet. 
 Analyzed CSF trial balance for anomalies. 

Control  
Assessment / 
Findings 

Internal Controls are Effective. 
 Due to the implementation of JustWare and working in a remote environment due 

to the pandemic, CDC has not completed drafting written procedures for key 
functions of the Client Security Fund to ensure that processes are performed 
consistently.  

 SBOT’s Finance Department staff do not have access to CDC files to verify 
subrogation forms have been signed by the grant applicant.  

Recommended 
Improvement  
Actions 

1. Finalize the CSF written procedures as soon as possible. 
2. CDC should include an attest statement that they have received the completed 

subrogation form with documents provided to the Finance Department. 

Management 
Response and 
Action Plan 

None required as the recommendations are improvement opportunities and not 
internal control or compliance deficiencies.  

 

2 BUSINESS OBJECTIVE: Complaint Receipt, Recording, Classification and 
Referral Processes 

Business    
Objective 

To design controls and processes that ensure that complaints and grievances are 
recorded and tracked from receipt to disposition, including monitoring of judgements. 

Business  
Risk 

 CDC may not maintain a file of written complaints and grievances.  
 CDC may not have processes in place to ensure physical and software controls 

exist for confidentiality and Personal Identifiable Information (PII). 

Management  
Controls in Place 

 CDC provides a classification of all grievances and investigation of all complaints 
and a full explanation to each complainant on dismissal of an inquiry or a 
complaint. 

 JustWare is the grievance tracking system used to monitor processing of 
grievances by category, method of resolution, and length of time required for 
resolution. 

 Hard copies of mailed submissions are maintained within the CDC offices, and are 
subject to CDC document retention policy. 

 A case summary is maintained within JustWare, detailing activity associated 
throughout the lifecycle of submitted complaints. 

Control  
Tests 

 Interviewed key process owners.  
 Performed JustWare user access testing.  
 Assessed the review criteria in place to move a case forward after being received.  
 Reviewed current policies to determine if CDC follows the current grievance 

procedures.    
 Observed 344 grievances that were under review in the JustWare system from all 

Texas regions (Austin 38, Dallas 132, Houston 77, San Antonio 97) as of October 
16, 2020 and noted no classifications were past due.  In fact, the classifications 
were being completed two weeks ahead of scheduled dates. 



State Bar of Texas 

 

#20-002 Chief Disciplinary Counsel Processes Audit 

 

 

 
 

8 
 

 

2 BUSINESS OBJECTIVE: Complaint Receipt, Recording, Classification and 
Referral Processes 

 Sampled grievance cases for compliance with the 60-day requirement to 
determine whether Just Cause exists. (Texas Rules of Disciplinary Procedure 2.12 
Investigation and Determination of Just Cause) 

Control  
Assessment / 
Findings 

Internal Controls are Effective. 

Recommended  
Actions 

No Recommendations are Made. 

Management 
Response and 
Action Plan 

None Required 

 
 

3 BUSINESS OBJECTIVE:  Complaint and Investigation Process  

Business  
Objective 

To implement controls and processes that ensure investigations are completed in a 
timely manner, on a consistent basis and in compliance with policies and regulations. 

To implement controls and processes that ensure complaints and grievances are 
recorded and tracked from receipt to disposition, including monitoring of judgements. 

Business  
Risk 

 The Chief Disciplinary Counsel may not review and investigate grievances prior 
to dismissal.  

Management  
Controls in Place 

 Detailed activity associated with the review and investigation of submitted 
complaints completed by the CDC prior to dismissal is detailed within JustWare.  

 CDC leverages JustWare to monitor the status and due dates of submitted 
complaints throughout the lifecycle.   

 Office managers constantly monitor queues in JustWare, and regional managers 
and trial attorney constantly monitor cases. 

Control  
Tests 

 Interviewed key process owners.  
 Reviewed JustWare output to determine grievance date received, review decision 

date, date assigned to investigator and appeal date. 

Control  
Assessment / 
Findings 

Internal Controls are Effective. 

Recommended  
Actions 

No Recommendations are Made. 

Management 
Response and 
Action Plan 

None Required 
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4 BUSINESS OBJECTIVE:  Compliance with Applicable Regulations and Policies. 

Business  
Objective 

To implement controls and processes that ensure complaints and grievances are 
handled in a consistent manner and in compliance with applicable SBOT policies and 
state regulations. 

Business  
Risk 

 The District Grievance Committee composition may not comply with Texas 
Government Code requirements.  

 SBOT may not follow Supreme Court’s minimum standards and procedures for 
the attorney disciplinary and disability system.  

Management  
Controls in Place 

 All District Grievance Committees are duly organized and carry out the duties of 
office in accordance with the Texas Rules of Disciplinary Procedure and this Policy 
Manual. 

 The Chief Disciplinary Counsel reviews and investigates each grievance classified 
as a complaint to determine whether there is just cause, as defined by the Texas 
Rules of Disciplinary Procedure.  

Control  
Tests 

 Compared Grievance Committee Panel Roster to composition requirements.  
 Interviewed key process owners.  
 Reviewed current policies to determine if CDC complies with the current 

grievance procedures.    

Control  
Assessment / 
Findings 

Internal Controls are Effective. 

Recommended  
Actions 

No Recommendations are Made. 

Management 
Response and 
Action Plan 

None Required. 

 

5 BUSINESS OBJECTIVE:  Ethics Helpline Monitoring and Reporting 

Business  
Objective 

To establish controls and processes that ensure the Ethics Helpline is being monitored 
on a regular basis and processes and criteria are in place to ensure that all Ethics 
Helpline reports are reviewed, recorded, assigned and monitored from receipt to 
disposition. 

Business  
Risk 

 The agency’s Ethics Helpline may not be monitored and/or reports may not be 
reviewed and followed up on.  

Management  
Controls in Place 

 Calls are monitored and recorded. 
 CDC strives to respond to calls within 24 hours.  We noted that 98 percent of the 

calls received were returned within three days or less. 
 CDC and SBOT have designated trial attorneys and the regional counsel as their 

backups to monitor the Ethics Helpline if they are out of the office. 

Control  
Tests 

 Interviewed key process owners.  
 Reviewed analytics of Ethics Helpline inquiries to determine timeliness of resolving 

questions. 
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5 BUSINESS OBJECTIVE:  Ethics Helpline Monitoring and Reporting 

Control  
Assessment / 
Findings 

Internal Controls are Effective. 

Recommended  
Actions 

No Recommendations are Made. 

Management 
Response and 
Action Plan 

None Required. 

 

6 BUSINESS OBJECTIVE:  Communications and Reports to Commission for Lawyer 
Discipline 

Business    
Objective 

To implement controls and processes that ensure the Chief Disciplinary Counsel 
provides required reports in a complete, accurate and timely manner.  

Business  
Risk 

 SBOT may not follow Supreme Court’s minimum standards and procedures for 
the attorney disciplinary and disability system.  

Management  
Controls in Place 

 The CDC meets with regional counsel each quarter and checks staffing levels to 
ensure caseloads are addressed. 

 The CDC reviews case status in JustWare before commission meetings.  
 The CDC distributes multiple reports each quarter and reports are also presented 

to the Board of Directors at its  quarterly meeting. 
 At each meeting, the CDC presents budgets and case updates to the Commission 

for Lawyer Discipline. 

Control  
Tests 

 Interviewed key process owners.  
 Reviewed Commission for Lawyers Discipline Annual Report for accuracy by 

comparing the figures to other supporting documentation.  
 Reviewed CDC talking points for board and executive committee meetings. 
 Reviewed Quarterly Board reports and memorandums.  

Control  
Assessment / 
Findings 

Internal Controls are Effective. 

Recommended  
Actions 

No Recommendations are Made. 

Management 
Response and 
Action Plan 

None Required. 

 

 
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.  
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Business Objective #1: Disciplinary Review Process and File Management  
 

• Are complaints and grievances handled in a consistent manner and in compliance with applicable SBOT 
policies and regulations? 

• Are processes in place to ensure that complaints and grievances are appropriately classified in 
accordance with policies and regulations?  

• Are all complaints and grievances recorded and tracked from receipt to disposition, including 
monitoring of judgements? 

• Are investigations completed in a timely manner, on a consistent basis and in compliance with policies 
and regulations? 

• Are information and reports provided to the Commission for Lawyer Discipline and local grievance 
committee panels complete, accurate and timely? 

• Is SBOT’s Ethics Helpline being monitored on a regular basis? 

• Are there processes and criteria in place to ensure that all Ethics Helpline reports are reviewed, 
recorded, assigned and monitored from receipt to disposition? 

 

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.  

 

15 State Bar Act requirements. 

0  State Bar Rules requirements (Not Applicable). 

10 Texas Rules of Disciplinary Procedure requirements. 

5 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. 

✓ Compared Grievance Committee Panel roster to composition requirements. 
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Internal controls and processes are effective and 
working as intended to ensure compliance with 
requirements to track, investigate and report on 
grievances received.  

We completed a walkthrough and applied audit 
procedures to the CDC’s processes from grievance 
receipt to investigation, tracking, reporting, and 
communicating with the Commission for Lawyer 
Discipline and local grievance committee panels.    

In 2013, the CDC implemented an electronic case 
management system, JustWare, to facilitate the 
processes and retain data.  We observed 344 
grievances in the JustWare system from all Texas 
regions (Austin 38, Dallas 132, Houston 77, San 
Antonio 97) to determine completeness and 
timeliness.  We determined that no classifications 

were past due.  In fact, the classifications were being completed two weeks ahead of scheduled due dates for 
the respective classification.  

We reviewed written policies and procedures for completeness.  We noted that the CDC written policies and 
procedures are updated, comprehensive, and complete.  The CDC policies and procedures and provide 
guidance to staff and cover the main areas of the grievance process.  

We also reviewed Grievance Panel composition to determine that they were in compliance with requirements.  
We noted that of the 73 district panels reviewed five (5) panels did not have the correct number of public 
members.  However, there was no compliance violations because cases were not assigned and voted on for 
these five panels.  

Observations 
We have no reportable observations or findings related to the disciplinary review process and file maintenance.   

Recommendations 

Managements Response 
 

Business Objective #2: Client Security Fund Administration and Disbursement 
Activities 

• Are all documents fully reviewed and received by appropriate individuals before checks are disbursed? 
• Are there adequate segregation of duties over the Client Security fund and disbursement activities?   

 
The internal controls and processes in place to manage the Client Security Fund are effective and working as 
intended.  
 
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 State Bar Act requirements (Not Applicable). 

Conclusion

Internal controls and processes are effective 

and working as intended to ensure 

compliance with requirements, track, 

investigate and report on grievances 

received. 
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0 State Bar Rules requirements (Not Applicable). 

5 State Bar of Texas Board of Directors Policy Manual requirements. 

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 
Counsel’s approval for disbursements. 

✓ Reviewed client security fund reconciliations. 
 
The SBOT Directors Policy Manual requires $300,000 to be 
appropriated to the general fund annually. During FY 2020 
$700,000 was paid into the Client Security Fund. As of May 
31, 2020, SBOT’s investment account balance for Client 
Security Fund totaled $3,220,651.77.  Between June 2019 
and May 2020, 140 grant applications were approved 
totaling $872,283.  Immigration practice attorneys 
experienced the highest number of grant applications yet 
Personal Injury practice attorneys experienced higher grant 

applicant award amounts.  Exhibit 3 provides a comparison of Client Security Fund approved payments to 
grant applicants between June 2019 and May 2020 by legal specialization. 
 
 
 

 
Figure 3: Client Security Fund Grant Application Approved Payment June 2019 – May 2020. 
 
The Client Security Fund grant process is as follows:  
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Conclusion

The internal controls and processes in place 

to manage the Client Security Fund are 

effective and working as intended. 
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1. Application requests received are entered into JustWare by the CDC legal assistant or public affairs 
counsel.   

2. The CDC legal assistant creates a JustWare entry file and uploads the application and supporting 
documents.  

3. The application is in queue for the public affairs counsel’s investigation.  
4. After the review, the public affairs counsel prepares her recommendations for the subcommittee.  
5. The subcommittee will either accept or reject the recommendations or ask for additional information.  
6. The public affairs counsel will upload a coversheet that is signed and dated by committee chair into 

Board Effect.  
7. The CDC legal assistant then notifies applicants if they have been rejected or approved.  
8. For approved applications, the CDC legal assistant attempts to retrieve the signed affidavit and other 

subrogation documents.   
9. The CDC reviews all file documents (from the application to the completed payment voucher) and 

signs the cover memorandum to approve presented payment requests.  
10. The CDC legal assistant sends an email to the SBOT Finance Department with all required documents 

attached. 
11.  SBOT’s Finance Department staff verify with CDC that the subrogation form has been received and 

signed by the grant applicant prior to issuing a check for the authorized amount.  

 

Observations 
We have no reportable observations or findings related to Client Security Fund Administration and 
Disbursements.  We did note that internal controls could be enhanced if CDC would include an attest 
statement that they have received the completed subrogation form with documents provided to the Finance 
Department instead of relying on email communications. 
 

We reviewed written policies and procedures for completeness.  Because JustWare was recently implemented 
for the Client Security Fund, these procedures were in draft form and being finalized.  However, we noted that 
the draft procedures were comprehensive. 
 

Recommendations 
The CDC should include an attest statement that they have received the completed subrogation form with 
documents provided to the Finance Department. 

The CDC should strive to finalize the written procedures as soon as feasibly possible.  

Managements Response 
Our recommendation is an improvement opportunity and not an internal control weakness or non-compliance 
observation.  Therefore, management response is not required.  
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APPENDIX A – CDC COMPLIANCE REQUIREMENTS 

 

This section of the report provides an overview of the compliance requirements for CDC. 

 
Texas Government Code Chapter 81 State Bar 

Section Texas Government Code Chapter 81 State Bar Requirement 
SBOT Process(es) 

Meets Requirement 

81.036 
Information on 
Certain 
Complaints 

(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 
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.  

 

81.072 General 
Disciplinary 
and Disability 
Procedures 

(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) Classification of all grievances and investigation of all 

complaints; 
(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 
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Section Texas Government Code Chapter 81 State Bar Requirement 
SBOT Process(es) 

Meets Requirement 

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: 
(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.  

81.072 General 
Disciplinary 
and Disability 
Procedures 

(d) Each attorney is subject to the Texas Rules of Disciplinary 
Procedure and the Texas Disciplinary Rules of Professional 
Conduct. 
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Section Texas Government Code Chapter 81 State Bar Requirement 
SBOT Process(es) 

Meets Requirement 

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 

(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. 

 
*Note: Districts without quorum do not meet  

 

81.073 
Classification of 
Grievances 

(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 

(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 

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). 

 



 

State Bar of Texas #21-002 Chief Disciplin 

 

 

 
 

18 
 

 

Section Texas Government Code Chapter 81 State Bar Requirement 
SBOT Process(es) 

Meets Requirement 

81.075 
Disposition of 
Complaints 

(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 
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.  

 

81.0751 
Appeals 

(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;  
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Section Texas Government Code Chapter 81 State Bar Requirement 
SBOT Process(es) 

Meets Requirement 

(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. 

81.0752 
Confidentiality 

(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.  

 

81.076 
Commission for 
Lawyer 
Discipline 

(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. 

 

81.078 
Disciplinary 
Proceedings 

(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. 

 

81.079 Public 
Notification 
and Information 

(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.  

 

Sec. 81.084 
Grievance 
Tracking 
System 

(a)The chief disciplinary counsel shall create and maintain a 
grievance tracking system for grievances filed and disciplinary 
decisions issued under this subchapter. 
(b)The grievance tracking system must: 
       (1)  associate each rule violation or instance of ethical 
misconduct with the sanction imposed or final action taken for 
the violation or misconduct in a diversionary procedure adopted 
under state       bar rules; 
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Section Texas Government Code Chapter 81 State Bar Requirement 
SBOT Process(es) 

Meets Requirement 

       (2)  address whether a sanction decision aligns with the 
sanction guidelines adopted under Section 81.083 (Sanction 
Guidelines); 
       (3) specify the district grievance committee or district judge 
that imposed the sanction to evaluate sanction patterns within 
the disciplinary districts and facilitate training for district 
grievance committee members; and 
       (4) include sufficient information to evaluate and track 
disciplinary trends over time. 
(c)The chief disciplinary counsel shall: 
       (1) periodically evaluate and report information gathered in 
the grievance tracking system to the commission and district 
grievance committee members; and 
       (2) post the information reported under Subdivision (1) on 
the state bar’s Internet website. 

 

Texas Rules of Disciplinary Conduct  

Section Texas Rules of Disciplinary Procedure 
SBOT Process(es) 

Meets Requirement 

2.02 
Composition 
of Members 

All Committee panels must be composed of two-thirds attorneys 
and one-third public members.  Each member of the Committee 
shall reside within or maintain his or her principal place of 
employment or practice within the District for which appointed. 
Public members may not have, other than as consumers, any 
financial interest, direct or indirect, in the practice of law.  
*Note: Districts without quorum do not meet 

 

2.07 Duties of 
Committees 

No panel may consist  of  more  than  one-half  of  all  members  of  
the Committee  or  fewer  than  three  members.  If  a  member  of  
a  panel  is  disqualified,  recused  or otherwise unable to serve, the 
chair shall appoint a replacement. Panels must be composed of two 
attorney  members  for  each  public  member.  A quorum must  
include  at  least  one  public member for every two attorney 
members present and consists of a majority of the membership of 
the panel, and business shall be conducted upon majority vote of 
those members present, a quorum  being  had. 
*Note: Districts without quorum do not meet 

 

2.10 
Classification 
of Grievances 

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.  

2.11 Venue 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 
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Section Texas Rules of Disciplinary Procedure 
SBOT Process(es) 

Meets Requirement 

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.  

2.12 
Investigation 
and 
Determination 
of Just Cause 

A. The Chief Disciplinary Counsel will investigate a 
Complaint to determine whether Just Cause exists.  
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. 

 

2.15 Election 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.  
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Section Texas Rules of Disciplinary Procedure 
SBOT Process(es) 

Meets Requirement 

2.17 
Evidentiary 
Hearings 

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.  

 

2.20 Notice of 
Decision 

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.  

 

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. 

 

2.26 Remand 
to Statewide 
Grievance 
Committee 
Panel 

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. 
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State Bar of Texas Board of Directors Policy Manual (Client Security Fund) 

Section SBOT Policy Requirement 
SBOT Process(es) 

Meets Requirement 

6.03.02 
Administration 
of Disciplinary 
System 

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. 

 

6.03.03 Filing 
of Complaints 

Allegations of professional misconduct against any member 
of the State Bar shall be filed with the Office of the Chief 
Disciplinary Counsel.  

 

6.03.04 Ethics 
Opinions 

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 
disciplinary system. No options on ethical or unauthorized 
practice of law matters shall be given to non-members of the 
State Bar of Texas.  

 

6.03.05 
Grievance 
Committee 
Training 

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.  

 

6.04.01 
General 

All grievance committees shall be duly organized and shall 
carry out the duties of office in accordance with the Texas 
Rules of Disciplinary Procedure and this Policy Manual. 
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State Bar of Texas Board of Directors Policy Manual (Client Security Fund) 

Section SBOT Policy Requirement 
SBOT Process(es) 

Meets Requirement 
3.08.02 (B) 
Administration 
of the Fund 

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. 

 

3.08.02 (D) 
Funding of the 
Client Security 
Fund 

(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;  
(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. 

 

3.08.02 (E) 
Application 
Forms 
 

(1) The Subcommittee shall prepare a form of application for 
grant. 
 (2) The application shall be sworn and executed by the applicant 
under penalty of perjury and shall 
require, as minimum information, the following: 

(a) The name and address of the lawyer; 
(b) The amount of alleged loss; 
(c) The date or period of time during which the alleged 
loss was incurred; 
(d) The date on which the alleged loss was discovered; 
(e) The name and address of the applicant; 
(f) A general statement of facts relative to the 
application; 
(g) A statement that the applicant has read these rules 
and agrees to be bound by them; 
(h) A statement that the loss was not covered by any 
insurance, indemnity, or bond or, if so covered, 
the name and address of the insurance or bonding 
company, if known, and the extent of the coverage 
and the amount of payment, if any, made; and 

 
(i) A statement that the applicant agrees that the result 

of the investigation together with all evidence in 
connection with it shall remain confidential. 
 

 

3.08.02 
 RULE 6 
Eligibility for 

Eligibility for Application---Grievance Process (A) Unless 
paragraph (B) applies, the applicant must first file a grievance 
against the lawyer and cooperate in all grievance proceedings by  



 

State Bar of Texas #21-002 Chief Disciplin 

 

 

 
 

25 
 

 

Section SBOT Policy Requirement 
SBOT Process(es) 

Meets Requirement 
Application---
Grievance 
Process 
RULE 7 
Eligibility for 
Application—
Timely Filing of 
Application 

the Bar against the lawyer as a prerequisite to the application for 
grant. (B) An applicant is not required to file a grievance against 
the lawyer as a condition precedent to filing an application if the 
lawyer: (1) is deceased, (2) has already been disbarred by the 
State Bar of Texas, (3) has been adjudicated as mentally 
incompetent, or (4) has resigned in lieu of discipline.  

 
Eligibility for Application—Timely Filing of Application (A) All 
applicants must file a timely application for grant with the Office 
of the Chief Disciplinary Counsel in Austin, Texas. (B) When an 
applicant is required to file a grievance against the lawyer as set 
forth in Rule 6(A), an application is considered timely if it is filed 
within 18 months after the final disciplinary judgment is rendered 
on that grievance. (C) When an applicant is not required to file a 
grievance as set forth in Rule 6(A), in no case shall a grant from 
the Fund be approved when it is filed longer than four years from 
the time the loss was discovered or should have been 
discovered. (D) Failure to file a timely application for grant shall 
result in dismissal and rejection of the application unless the 
Subcommittee finds good cause for the late filing. The 
Subcommittee has the sole and final discretion to consider 
whether good cause exists for an applicant filing a late 
application for grant 

3.08.02  
Rule 13 
Maximum 
Reimbursement 
Limits 

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.   
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February 3, 2021 
 
Mr. Alistair Dawson 
State Bar of Texas 
Audit & Finance Committee 
1414 Colorado Street 
Austin, TX 78701 
 
Dear Audit & Finance Committee Chair: 
 
Attached is Internal Audit Report #21-003 Sections Financial Controls and Processes 
Audit.  This audit was performed as part of the approved Annual Internal Audit Plan.  
 
Our review showed that, overall, the Sections have implemented sound controls and 
processes to protect their financial assets including segregations of duty controls.   

We assessed the Section’s internal controls, processes and compliance with the State 
Bar of Texas Board of Director’s Policy Manual and determined that the majority of 
Sections had adequate internal controls and were in compliance; however, some 
Sections need some improvement in their compliance with polices.  Additionally, 
management’s internal controls for some Sections also need some improvement to 
enhance their effectiveness.  
 
Please contact Darlene Brown at 281.740.0017 if you should have any questions 
about this audit report. 
 
 
Sincerely, 
 
 
Ira Wayne McConnell, CPA 

 
Partner 

9130 Jollyville Road 

Suite 320 

Austin, TX 78759 

Phone:  713.968.1600 
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Audit Report Highlights 

Sections Financial Controls and Processes Audit 
 
Why Was This Review Conducted? 
McConnell & Jones LLP (MJ) serving as the outsourced internal audit function (Internal Audit) for the State Bar 
of Texas (SBOT) performed this internal audit as part of the approved Annual Internal Audit Plan. 

Audit Objectives and Scope 
The purpose of this audit was to assess the State Bar of Texas’ Sections’ management controls and processes in 
place to protect their financial assets and provide accurate financial information. 

The audit scope period was June 1, 2019 – August 31, 2020. 

Audit Focus 
• Revenue generation activities, collection methods and recording process.  
• Financial systems, databases and spreadsheets used to record Section financial transactions.  
• Financial reports generated and distributed to Section members and SBOT.  
• Compliance with applicable regulations and SBOT policies. 
• Bank reconciliation timeliness and review.  
• Expenditures authorization, compliance with policies, and recording accuracy.  

Audit Conclusions 
This is the first audit that focused primarily on the Sections.  There are 47 Sections, and their combined 
revenues were $3,737,661 for June 1, 2019 through May 31, 2020.  Sections had a combined bank balance of 
$7,499,906 on May 31, 2020.  

Our review showed that, overall, the Sections have implemented sound controls and processes to protect their 
financial assets including segregations of duty controls.   

Other notable findings:  

• SBOT had instituted new  State Bar of Texas Guidelines on Sections Financial Internal Controls Policy 
to provide guidelines for fundamental financial internal controls to assist the sections when drafting, 
adopting, or updating their own financial policies.  These guidelines were implemented in June 2020. 

• Most Sections have updated their written financial policies, procedures and submitted required 
budgets to SBOT to reflect the new guidelines noted above  

• Sections have processes in place to ensure that transactions are authorized, supported, and recorded 
in an accurate and timely manner. 

• SBOT provides Sections with training and guidance annually as well as throughout the year.  

SBOT’s responsibilities and expectations for Sections are defined in the State Bar of Texas Board of Directors 
Policy Manual, the State Bar Rules and the State Bar Act.  We wish to recognize that almost all Sections 
(approximately 96.4 percent) are in full compliance.  This is a commendable percentage knowing that the 
Sections are operated by volunteers. We identified opportunities to further define expectations in some of 
these requirements. We noted that approximately 3.6 percent of the Sections are not in compliance with some 
of the current requirements. 

Internal Control Rating 
Some Improvement Needed.  
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What Did We Recommend? 
1. Update the State Bar of Texas Board of Directors Policy Requirements to include a policy requiring a 

SBOT financial officer be listed as an authorized signatory on all Section bank accounts including 
investments when a Section is under provisional status. 

2. Work with Sections who exceed the 60-day maximum to complete bank reconciliations to identify and 
resolve the causes. Perform additional research on reconciling items over 60 to 90 days, to resolve 
issues as soon as possible. 

a. Void outstanding checks that meet state escheat criteria and submit the unclaimed funds to 
Texas Comptroller of Public Accounts. 

3. Require all Section Treasurers to provide reasons to Section Representatives to the Board as to why 
they are unable to provide a completed annual budget by the July 15th deadline. SBOT should consider 
and implement consequences for Sections not meeting policy requirements. 

a. For Sections who fail to provide monthly financial packages, the Section Representatives to 
the Board should work with Section Treasurer to understand the underlying cause. If unable 
to resolve causes and offending Sections fail to provide packages more for than three (3) 
consecutive months, it may warrant placing the Section under provisional status by the 
Section Representatives to the Board. 

The remaining recommendations are improvement opportunities for management to implement best 
practices.   

 

Number of Findings/Opportunities by Risk Rating  

Category  High  Medium  Low  Total  
Findings  0 0 3 3 
Improvement 
Opportunities  0 0 4 4 

 

 

 

We wish to thank all employees and Section representatives for their openness and 
cooperation.  Without this, we would not have been able to complete our review. 
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INTRODUCTION 

 

McConnell & Jones LLP (MJ) performed an internal audit of the Section’s financial controls 
and processes. 

We performed this audit as part of the approved FY 2021 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 management controls and processes in place to 
protect each Section’s financial assets, provide accurate financial information and 
comply with applicable State Bar of Texas’ (SBOT) policies.   

 
We focused on management’s controls and business processes in place to ensure the Sections: 

 are practicing sound fiscal management of their funds, 
 have adequate internal controls and segregation of duties over their revenues, disbursements, bank 

accounts and accounting systems, 
 are ensuring compliance with applicable financial related policies, 
 have adequate controls in place for opening and closing bank accounts  
 have adequate controls in place for reconciling bank accounts to their financial system/records, 

including segregation of duties and appropriate reviews, and 
 have the required composition of leadership members.   

 

We also reviewed SBOT policies to determine if they include adequate fiscal management policies and criteria 
for Sections to follow. 

 
As such the audit focused on the following processes:  
  
 Revenue generation activities, collection methods and recording process.    
 Expenditure authorization, recording and compliance with policies.   
 Financial systems, databases and spreadsheet security used to record Section financial transactions.    
 Financial reports generated and distributed to Section members and SBOT.   
 Bank reconciliation timeliness and review.    
 Compliance with applicable regulations and policies.  

 
The audit scope period was June 1, 2019 – August 31, 2020.  

COMMENDATIONS 
This is the first internal audit that focused primarily on the Sections’ processes.  SBOT staff have worked with 
Sections to provide guidance on internal controls and processes that should be in place to ensure that their 
financial assets are protected.  While this report provides areas for improving internal controls and additional 
improvement opportunities to consider, overall, this audit’s results are good and demonstrate the diligence that 
Sections have when it comes to protecting the financial assets of its members.   
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We understand that Section officers are volunteers and that financial controls require conscious effort and time 
to follow.  The time and effort that has gone into solidifying and formalizing the internal controls into written 
policies and procedures lays a solid foundation for others to follow.  We commend all Sections for their efforts 
in this endeavor.   
 
We wish to point out some of the internal controls and processes that Sections have established to protect 
their financial assets.  These include, but are not limited to:  

 Ensuring adequate segregation of duties exist for financial transactions. 
 Ensuring that transactions are authorized, supported, and recorded in an accurate and timely manner. 
 Developing written policies and procedures for their finances which future officers can follow. 
 Updating authorized signatories on bank accounts when there is a change of officers.  

 
Additionally, we noted in our conversations with Section Treasurers and officers that they desire and strive to 
do what is right for their Section and protection of the financial assets.  
 

FINDING VS IMPROVEMENT OPPORTUNITY 
We define a finding as an internal control weakness or non-compliance with required policy, law, or regulation.  
We define an improvement opportunity as an area where the internal control or process is effective as 
designed but can be enhanced.  
 

CONCLUSION AND INTERNAL CONTROL RATING 

 

This audit identified findings that resulted in an overall internal control rating of Some 
Improvement Needed.  Exhibit 1 describes the internal control rating.   

 

 
 

SBOT has established 
policies and procedures 
for the Sections. However, 
a few specific control 
weakness were noted.   

In general, controls 
evaluated are adequate, 
appropriate, and effective 
to provide reasonable 
assurance that risks are 
being managed and 
objectives are met,  as 
long as there are followed 
by all Sections.  

Exhibit 1: Internal control rating description. 
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Background 

The State Bar Act, the State Bar Rules and the State Bar of Texas Directors Policy Manual define the Sections’ 
responsibilities for their finances.  While each Section is independent of the State Bar of Texas, with its own 
officers, bylaws, and bank accounts, they use SBOT’s Tax Identification number and are not required to file 
individual tax returns.   

There are 47 different Sections.  A Section is comprised of lawyers who practice in similar legal specialties. 
Each Section is designed to offer closer association between attorneys engaged in specialized fields of law thus 
providing an opportunity to share professional experiences.   

Sections generate revenue from membership dues, events, continuing legal education opportunities, 
facilitating conferences, and speaking engagements.  Sections had combined revenues of $3,737,661 for June 
1, 2019 through May 31, 2020.  Sections had a combined bank balance of $7,736,306.48 on May 31, 2020. 
 

Compliance Requirements 

Exhibit 2 provides a summary of the 13 compliance requirements included in the State Bar of Texas Board of 
Directors Policy Manual (June 2020) that were deemed applicable to the Sections We wish to recognize that 
the majority of Sections (approximately 96.4 percent) are in full compliance.   We identified opportunities to 
further define expectations in some of these requirements.  We noted that approximately 3.6 percent of the 
Sections are not in compliance with some of the current requirements. 

 

 

Exhibit2: Summary of compliance requirements 
 
OBSERVATION AND RISK RATING SUMMARY   
   

   
Exhibit 3 provides a summary of our improvement opportunities noted.  See the business 
objective section of this report for a discussion of all issues identified, recommendations, 
and management responses.  

 
Our assessment resulted in three (3) control weaknesses and four (4) opportunities for improvement for 
management to consider.  
 

SBOT Board of Directors Policy Manual (June 2020) Sections  No. of Requirements 

Requirements and Restrictions 2 

Finances 7 

Depositories and Investments 1 

Books, Records and Reports 1 

State Bar Assistance to Sections 1 

Composition 1 

Total 13 
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Number Observation Risk  
Rating 

1 Safeguarding Section Financial Assets Business Objective 1 (Low Risk) 

• Survey responses from some Section Treasurers and Chairs indicated 
the financial packages were received late by a month or two. 

• Interviews with SBOT Finance Director and Controller identified that a 
SBOT officer is not always listed on as an authorized signatory on all 
Section banking and investment accounts.  This precludes SBOT from 
the ability to protect the agency’s Section funds if Section officers do 
not comply with State Bar Board Policy Requirements and/or are under 
provisional or review status. 

A review of the recently implemented State Bar of Texas Guidelines on 
Sections Financial Internal Controls provides direction for Sections to 
maintain a minimum fund balance and maintain a reserve of approximately 
one – five years of operating expenditures.  It additionally provides 
guidance for the Sections on reducing their reserves.   
 
Using a three-year average of expenses (FY18-FY20), a review of the bank 
balances highlighted several Sections with large bank balances which 
appear to exceed three (3) years of expenses that could be required for 
economic down turns or other unforeseen events.  Of the 47 sections: 

• Four (4) had enough cash to cover ten (10) years of their three-
year average of expenses; 

• Fourteen (14) had enough cash to cover five (5) years of their 
three-year average of expenses;  

• Seven (7) had enough to cover three years of their three-year 
average of expenses; and 

• Twenty-two (22) sections did not have enough cash to cover at 
least three (3) years of their three-year average of expenses.  

 

 
Recommendation: 

• Update State Bar Board Policy Requirements to include a policy requiring 
a SBOT financial officer be listed as an authorized signatory on all Section 
bank accounts including investments when a Section is placed under 
provisional status. 

Opportunities for Improvement 
1. To address financial packages provided late to Sections on time, the 

Finance Division should look for root cause(s).  If the Finance Division 
realizes they will be unable to provide finance packages timely, they 
should notify the Sections in advance that the package will be late. 

2. Suggest Sections update their bylaws or financial policies to maintain a 
safety net of cash equal to a minimum of three (3) years’ worth of 
expenses, if not stated.  Consider updating financial policies to more state 
a maximum corpus to be maintained.  
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Number Observation Risk  
Rating 

2 Policy Compliance Business Objective 3 (Low Risk) 
A review of Section compliance with their individual bylaws identified:  

• Officer compositions for five (5) of the 47 Sections did not comply with 
required officer composition per their respective bylaws. 

Note:  As of February 10, 2021, we were provided documentation showing 
four (4) of the Sections had now filled their required officer positions. 

  

 

Improvement Opportunity 
For those Sections that do not have the required officer/council 
composition, SBOT Section Representatives to the Board should determine 
root cause for lack of required officers/council members.   If the Sections do 
not intend to fill these positions, they should update their bylaws accordingly. 

 

3 Bank and Investment Account Reconciliations Business Objective 4 (Low Risk) 

A review of the Section bank and investment account reconciliations 
highlighted the following:   

• Sections that utilize a CPA or bookkeeping service to manage their 
accounting activities exceeded the maximum 60 days to complete and/or 
submit bank reconciliations in June and July. The average days for the 
SBOT Finance Division to reconcile these accounts were 75.5 days and 
69.9 days, respectively for June and July. This is not meant to imply that 
the Sections had not completed their reconciliations timely, only that they 
had not submitted them to SBOT prior to the 60 days.   In August, these 
accounts were within the 60-day maximum with an average 40.1 days to 
reconcile.   Bank reconciliations for Sections which rely on SBOT for 
accounting services were completed within the 60-day maximum. 

• Eight (8) of 68 bank accounts (11.7 percent) have outstanding checks that 
remained uncleared which dated back to 2018 or earlier. 

 
 

Recommendations: 

1a. Work with Sections who exceed the 60-day maximum to identify and 
resolve causes for delayed bank account reconciliations (exceeding 60 
days). Perform additional research on reconciling items over 60 to 90 days, 
to resolve issues as soon as possible. 

1b. Update policies to void outstanding checks that meet escheat criteria: the 
property has remained unclaimed for at least three years (one year for 
wages) and there has been no contact with the owner during the 
abandonment period.  Issue a check to the state of Texas for the individuals 
and amounts. 

 

4 Financial Reporting and Budgets Business Objective 5 (Low Risk) 
A review of the Sections compliance with financial reporting and budgeting 
requirements identified:  

• Seven (7) out of 47 Sections did not submit their financial policies to 
SBOT in FY20.   
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Number Observation Risk  
Rating 

• Eleven (11) out of 47 Sections did not submit required budget documents 
to SBOT in FY20.  

• Three (3) out 44 Section officers surveyed stated their financial reports are 
not provided to Section council members at each meeting. 

 
Recommendations: 

1a.  Require all Section Treasurers provide reasons to SBOT accountants as to 
why they are unable to provide a completed budget by the July 15th 
deadline. SBOT should consider and implement consequences for 
Sections not meeting policy requirements. 

1b.  For Sections that fail to provide monthly financial packages, Section 
Representatives to the Board should work with Section Treasurer to 
understand underlying cause. If unable to resolve causes and offending 
Sections fail to provide packages more than three (3) consecutive months, 
it may warrant placing Section under provisional status by the Section 
Representatives to the Board.  

Improvement Opportunity: 

Financial reports should be provided at each Section’s council meeting to 
provide transparency to officers and members. 

Exhibit3: Observation and Recommendation Summary  
  
Risk Rating and Suggested Corrective Action Timing Legend:   
  

  
 

Business Objectives, Risks, Findings and Management Response 
 

  
This section of the report provides a summary of applicable business objectives, risks, and 
controls in place to ensure that SBOT Sections’ financial processes protect their assets, 
provide accurate financial reports, and comply with applicable policies.  
Each table also includes our assessment of internal controls for the respective business 
risk, our recommendations to address deficiencies noted, or opportunities to enhance 
current controls and management’s response. 

 
 

1 BUSINESS OBJECTIVE: Safeguarding Section Financial Assets 

Business  
Objective 

To establish and implement processes and internal controls that ensure the Sections’ 
financial assets and funds are safeguarded from potential misuse or misappropriation.  

Business  
Risk 

• Sections may not have controls in place to safeguard their financial assets and 
funds. 

• Financial transactions may be performed without review, supporting 
documentation, or approval from appropriate levels. 
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1 BUSINESS OBJECTIVE: Safeguarding Section Financial Assets 

Management  
Controls in Place 

• Written financial policies and procedures exist that require receipts, invoices, or 
other documentation to be submitted and retained for all expenditures and 
reimbursements. 

• All expenses and reimbursements are required to be authorized by the Section 
Treasurer or Chair prior to payment. 

• All approvals are provided to SBOT accountants via email by Section Treasurers or 
Chairs before disbursement of funds for those Sections for which SBOT issues 
checks. 

• SBOT maintains a list of the current authorized bank signers for each Section.  
• SBOT Membership Department collects membership dues. The Finance Division 

receives other deposits on behalf of the Sections and notifies the Section once a 
deposit has been made for those Sections for which SBOT performs accounting 
services. 

• Sections that utilize professional bookkeeping or CPA services (other than SBOT) 
have their Section Treasurer or Chair verify funds and make same day deposit.  

• SBOT Finance Division performs monthly reconciliations of all Section accounts for 
which they provide accounting services.  

• During interviews, all Section Treasurers that utilize professional bookkeeping or 
CPA services stated that their Sections checkbook and financial records are stored 
in a locked and secure location in home or office. 

Control  
Tests 

• Interviewed key process owners.  

• Conducted an electronic survey to Section officers.  

• Performed walkthroughs of processes. 

• Prepared schedule of transactions and tested for authorization and supporting 
documentation agreement. 

• Created a policy compliance matrix. 

Control  
Assessment / 
Findings 

Some Improvement Needed 

• An SBOT financial officer is not always listed as an authorized signatory on Section 
bank accounts including investments for those Sections that manage their own 
accounts. This precludes SBOT from the ability to protect the agency’s Section 
funds if a Section does not comply with the Texas State Bar Directors Policy Manual 
requirements and are under provisional status.  

• A review of the recently implemented State Bar of Texas Guidelines on Sections 
Financial Internal Controls provides direction for Sections to maintain a minimum 
fund balance and maintain a reserve of approximately one – five years of operating 
expenditures.  It additionally provides guidance for the Sections on reducing their 
reserves.   
Using a three -year average of expenses (FY18-FY20), a review of the bank balances 
highlighted several Sections with large bank balances which appear to exceed three 
(3) years of expenses that could be required for economic down turns or other 
unforeseen events.  Of the 47 sections: 

• Four (4) had enough cash to cover ten (10) years of their three-year average of 
expenses. 

• Fourteen (14) had enough cash to cover five (5) years of their three-year 
average of expenses. 

• Seven (7) had enough to cover three (3) years of their 3-year average of 
expenses.   
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1 BUSINESS OBJECTIVE: Safeguarding Section Financial Assets 

• Twenty-two (22) sections did not have enough cash to cover at least three (3) 
years of their 3-year average of expenses.  

Recommended  
Actions 

1. Include a policy in the State Bar of Texas Directors Policy Manual that require 
Sections to include a SBOT financial officer be listed as an authorized signatory 
on all Section bank accounts including investments once a section is placed 
under provisional status. 

Opportunities for Improvement 
1. Suggest Sections update their financial policies to maintain a safety net of cash 

equal to a minimum of three (3) years’ worth of expense.  Consider updating 
financial policies to more state a maximum corpus to be maintained.  

2. Identify causes for financial packages are late; if not able to address timely, 
notify the Sections in advance that the package will be late. 

Management 
Response and 
Action Plan 

Management agrees with the auditor’s recommended actions. The State Bar’s Policy 
Manual Sub-committee in consultation with the Section Representatives to the Board 
will consider this recommendation and, consider if revisions to the Board Policy Manual 
are needed.  

 

The State Bar’s Finance Division will implement a monthly communication to the 
Sections providing updates on the financial packet status, including an estimated revised 
date the section can expect the financial packet, and the reason for the delay. Due to 
multiple projects occurring during the testing period of this audit, June, July, and August, 
the financial packets are typically delayed by 30 days because of the change in 
leadership, budgeting, audit, and year-end closing processes that occur during these 
months. 

 

2 BUSINESS OBJECTIVE:  Internal Controls and Segregation of Duties  

Business  
Objective 

To ensure Sections have appropriate and effective internal controls and segregation 
of duties (SOD) over their revenues, disbursements, bank accounts, and accounting 
systems. 

Business  
Risk 

• Adequate segregation of duties may not exist within the financial system. 

• Individuals may have access to the checkbook, bank account and financial 
system that do not have a need based upon their responsibilities. 

• Sections may lack adequate control over financial records. 

Management  
Controls in Place 

• Sections that are supported by SBOT Finance team / accountants: 

a. Section Treasurers forward support with approval to pay to SBOT. SBOT 
Section accountants review documents and review each other’s work and 
forward accounts payable to process payment.   

b. SBOT accountants verify all receipts and make sure amounts match 
reimbursement requests and amounts are approved by Treasurer. 

c. Their checkbooks are locked up within the SBOT cashier area.  

• Sections that utilize professional bookkeeping or CPA services (other than SBOT) 
have their own procedures for maintaining their checkbooks and financial 
documents. 
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2 BUSINESS OBJECTIVE:  Internal Controls and Segregation of Duties  

• Sections that utilize professional bookkeeping or CPA services (other than SBOT) 
have the Treasurer review invoices and reimbursement requests before approving 
disbursement of funds by bookkeeper or accountant. 

Control  
Tests 

• Interviewed key process owners of Sections that utilize professional bookkeeping 
or CPA services and SBOT Controller.  

• Tested a sample of transactions. 

• Prepared Segregation of Duties matrix to highlight responsibilities. 

• Performed financial system and access testing.  

Control  
Assessment / 
Findings 

Internal Controls are Effective.   

Recommended  
Actions 

None. 

Management 
Response and Action 
Plan 

None required. 
 

 

3 BUSINESS OBJECTIVES: Sections Policies & Compliance with SBOT Requirements 

Business  
Objective 

To ensure Sections’ have comprehensive, documented, and updated fiscal 
management policies and procedures in place and that the policies comply with 
applicable policies set by the SBOT.  

To establish controls and processes that ensure compliance with the respective 
policy.  

To ensure each Section has the required composition of leadership members. 

Business  
Risk 

• Sections may not have enough leadership positions filled to maintain segregation 
of duties. 

• Sections may not comply with the State Bar of Texas Board of Directors Policy 
Manual as of June 2020. 

• Sections may not develop and/ or submit adopted policies to SBOT Finance 
Division for their respective Section. 

Management  
Controls in Place 

• Sections provide SBOT required monthly package (reports) that includes 
operating information, budgets, and financial policies. Package also includes 
statement of revenue and expenditures, balance sheet, bank reconciliations, 
detailed trial balance, and support on expenses paid.  

• Sections have individual bylaws that contain information on the required 
leadership composition. 

• Sections hold annual elections for their leadership.  

Control  
Tests 

• Compared current SBOT policies to current processes of the Sections. 

• Reviewed State Bar of Texas 2021 Volunteer and Staff Guide as well as Sections 
Divisions to each Section’s bylaws officer listing. 
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3 BUSINESS OBJECTIVES: Sections Policies & Compliance with SBOT Requirements 

• Compared each Section officer listings to the required officers per each Section’s 
bylaws. 

• Conducted electronic survey to Section officers. 

Control  
Assessment / 
Findings 

 Internal Controls are Effective.  
Opportunity for Improvement 
A review of Section compliance with the State Bar of Texas Board of Directors Policy 
Manual (June 2020) and their individual bylaws identified: 

Officer compositions for five (5) of the 47 Sections did not comply with required 
officer composition per their respective bylaws. 
Note:  As of February 10, 2021, we were provided documentation showing four (4) of 
the Sections had now filled their required officer positions. 

Recommended  
Actions 

Opportunity for Improvement  

For those Sections that do not have the required officer/council 
composition, SBOT Section Representatives to the Board should determine root 
cause for lack of required officers/council members.   If the Sections do not intend to 
fill these positions, they should update their bylaws accordingly.       

Management 
Response and Action 
Plan 

None required 

 

4 BUSINESS OBJECTIVE: Sections Bank Reconciliations 

Business  
Objective 

To ensure the financial records of each Section’s business activities reconcile to their 
related bank balances. 

Business  
Risk 

• Unusual or unexpected transaction that might be fraud related may not be 
identified. 

• Potential mismanagement of funds may not be identified timely.  

• Potential negative cash balances may not be addressed leading to overdraft fees 
and non-sufficient funds (NSF) checks. 

Management  
Controls in Place 

• Reminders are sent to Section officers to ensure the financials reports and 
documents are submitted timely to SBOT.  

• Section Treasurers are responsible for providing SBOT Finance Division with 
required monthly package. 

• SBOT Finance Division prepares monthly bank reconciliations and sends to all 
Section Treasurers and Chairs for their review. 

Control  
Tests 

• Reviewed bank reconciliations for timeliness and reconciling items.  

• Verified reconciliation accuracy and timeliness. 

• Performed walkthrough of the reconciliation process with SBOT Controller.  

Control  
Assessment / 
Findings 

Some Improvement Needed 

A review of the Section bank and investment account reconciliations, 68 in total, 
highlighted the following:   



Stat Bar of Texas   

 

#21-003 Sections Financial Controls and Processes Audit 
 

 

  
16 

 
 

4 BUSINESS OBJECTIVE: Sections Bank Reconciliations 

• The Finance Division exceeded the maximum 60 days to complete bank 
reconciliations for Sections that utilize a CPA or bookkeeping service to manage 
their accounting in June and July.  Their average days to reconcile their accounts 
were 75.5 days and 69.9 days, respectively.  In August, these accounts were 
within the 60-day maximum with an average 40.1 days to reconcile.  It should be 
noted that these accounts may have been reconciled by the section prior to the 
Finance Division completing the reconciliation. All Sections that utilize SBOT 
accounting services were completed within the 60-day maximum. 

• Eight (8) of 68 bank accounts (11.7 percent) have outstanding checks that 
remained uncleared which dated back to 2018 or earlier.  

Recommended  
Actions 

1a.  Work with Sections who exceed the 60-day maximum to identify and resolve 
causes for delayed bank account reconciliations (exceeding 60 days). Perform 
additional research on reconciling items over 60 to 90 days, to resolve issues as 
soon as possible. 

1b. Update policies to void outstanding checks that meet escheat criteria: the 
property has remained unclaimed for at least three years (one year for wages) 
and there has been no contact with the owner during the abandonment period.  
Issue a check to the state of Texas for the individuals and amounts. 

Management 
Response and Action 
Plan 

Management agrees with the auditor’s recommended actions. The State Bar’s Finance 
Division will further strengthen its communication to Sections regarding the timeliness 
of bank account reconciliations and financial statement distribution. The Finance 
Division will implement an escalated communication system to follow up with 
sections for requested information as needed. 

 

The Finance Division will assist the Sections to clear outstanding checks by providing 
guidelines to Sections. 

 

5 BUSINESS OBJECTIVE: Sections Financial Reporting and Budgets 

Business  
Objective 

To implement processes and internal controls that ensure the Sections financial 
records are complete, accurate and provided as stated policy.  

To implement processes and controls that ensure each Section prepares an annual 
budget and that the budget is shared with Section members and SBOT. 

Business  
Risk 

• Sections may not develop and submit their annual budget to their members 
and/or SBOT Finance Division. 

• Sections may not submit their financial records and reports to SBOT Finance 
Division in a timely manner. 

Management  
Controls in Place 

• Per the State Bar of Texas Board of Directors Policy Manual Sections 5.01.06 (C) 
Books, Records and Reports and Finances 5.01.06 (E), all section budgets are due 
no later than June 15th. 

• Per the State Bar of Texas Board of Directors Policy Manual Section 5.01.05 
Finances (G), all Sections are required to provide copies of all investment 
statements and bank statements, copies of cleared checks, a bank reconciliation 
for each account, a detailed general ledger of recorded transactions, and financial 
statements, to SBOT each month. 
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5 BUSINESS OBJECTIVE: Sections Financial Reporting and Budgets 
• SBOT’s Finance Division tracks when each Section submits their financial reports 

and budgets. 

• All Sections are required to maintain and provide to the SBOT Finance Division 
written copies of financial policies that contain required accounting processes and 
adequate internal controls over the Section’s finances. 

Control  
Tests 

• Tested compliance with SBOT Policies.  

• Prepared schedule of budget submissions. 

• Performed walkthrough of the SBOT Finance Division’s Section financial reports 
and budgets receipt tracking processes. 

Control  
Assessment / 
Findings 

Some Improvement Needed 
A review of the Sections’ compliance with financial reporting and budgeting 
requirements identified:  

• Eleven (11) of 47 Sections have not developed and submitted their budgets for 
FY 20 and nine (9) out of 47 Sections have not developed or submitted their 
budgets for FY 21.  

• Three (3) out 44 section officers surveyed stated their financial reports are not 
provided to Section council members at each meeting. 

Recommended  
Actions 

1a.  Require all Section Treasurers provide reasons to SBOT accountants as to why 
they are unable to provide a completed budget by the July 15th deadline. SBOT 
should consider and implement consequences for Sections not meeting policy 
requirements. 

1b.  For sections that fail to provide monthly financial packages, Section 
Representatives to the Board should work with Section Treasurer to understand 
underling cause. If unable to resolve causes and offending Sections fail to provide 
packages more than three (3) consecutive months, it may warrant placing Section 
under provisional status by the Section Representatives to the Board. 

Opportunity for Improvement 
Financial reports should be provided at each Section’s council meeting to provide 
transparency to officers and members.  

Management 
Response and Action 
Plan 

Management agrees with the auditor’s recommended actions. The State Bar’s Finance 
Division will work with the Section’s Department and the Section Representatives to 
the Board to communicate on a routine-basis the status of budget submissions or non-
compliance matters. 
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Appendix A – Sections Compliance Requirements 

 

This section of the report provides an overview of the compliance requirements for Sections. 

 

State Bar of Texas Board of Directors Policy  

Section 
 

SBOT Policy Requirement SBOT Process(es) 
Meets Requirement 

5.01.04 
Requirements 
and 
Restrictions 
(A) Bylaws 

 (1) Section bylaws must remain in compliance with the State Bar 
Act, the State Bar Rules, this Policy Manual, state and federal law, 
and any other applicable action of the Board. Each section must 
strictly follow the procedures and provisions of its bylaws. (2) 
Section bylaws must include: (a) a statement of the section’s mission 
and purpose(s); (b) a provision prohibiting the section, its council, or 
its members from speaking, writing, or acting on behalf of the State 
Bar without prior approval in accordance with the Board policies and 
procedures; (c) a provision requiring the section comply with State 
Bar financial policies and procedures and supply information to the 
State Bar sufficient to participate in the State Bar’s annual audit(s); 
(d) a provision that no revisions of the section’s bylaws shall be 
effective unless and until the revisions are approved by the Board; 
(e) provisions restating the restrictions set forth in section 5.01.04; 
and (f) provisions restating the requirements set forth in section 
5.01.05. 

 

5.01.04 
Requirements 
and 
Restrictions (E) 
Meetings. 

(1) Organizational Meeting. Each section shall conduct an 
organizational meeting of the full council prior to October 1 of each 
State Bar Fiscal Year. (2) Annual Membership Meeting. Subject to 
any government restrictions or the policies or directives of the State 
Bar or Board, each section shall hold at least one, in-person annual 
membership meeting at a time determined by its council and at a 
place within Texas or by any virtual method that allows for 
membership interaction. Notice of such annual meeting shall be 
provided to each member of the section no later than 30 days prior 
to the annual meeting. At each annual meeting of a section, the 
section leadership shall: (a) deliver a report to the section 
membership regarding the section’s activities over the preceding 
year; (b) deliver a financial report on the section’s income and 
expenditures in detail along with a report on any audit covering the 
section’s finances; and (c) conduct an election for officers and 
council members for terms certain. The section shall notify the 
Executive Director or its designee of the election results or its 
presumptive council slate no later than August 15 of each fiscal year. 
(3) Notice. Each section shall give notice of all council and 
membership meetings to the President, President-elect, Executive 
Director, or their designated representative(s), and the section’s 
Board Advisors. 
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Section 
 

SBOT Policy Requirement SBOT Process(es) 
Meets Requirement 

5.01.05 
Finances  

(A)Sound Fiscal Fiduciary Management. Sections shall practice sound 
fiscal fiduciary management, which requires operating in a fiscally-
sound manner by establishing and abiding by financial policies that 
contain appropriate accounting processes and adequate internal 
controls over section finances. Each section shall manage its 
finances in a manner that ensures the integrity of the funds 
entrusted by its members and allows for the inclusion of section 
activities in the State Bar’s audit process. 

 

5.01.05 
Finances  

(B)Financial Policies and Procedures. Each section shall maintain and 
provide to the State Bar Accounting Department written copies of 
financial policies and procedures that contain required accounting 
processes and adequate internal controls over the section’s finances 
to ensure the integrity of the funds entrusted by its members and 
allow for the inclusion of section activities in the State Bar’s audit 
process. The section’s council must: 

 (1) amend the financial policies and procedures if those policies and 
procedures change; and  

(2) each year, affirm to the State Bar Accounting department that 
the financial policies and procedures on file are current and accurate 
when submitting the section’s budget. 

 
Finding 3 

Business Objective 3 

5.01.05 
Finances 

(C) Audits. Sections shall participate in the State Bar of Texas annual 
financial audit or other internal audits as approved by the Board 
Audit and Finance Committee and shall supply timely and complete 
responses to any inquiries or requests during an audit.  

 

5.01.05 
Finances 

(D) Section Dues and Other Fees. Each section is authorized to 
collect membership dues and other funds from its activities and, 
subject to the other provisions of this Policy Manual, applicable law, 
rules, and regulations, is authorized to determine how its funds are 
invested and expended. Any revision in section dues must be 
submitted to the Board for consideration and action prior to 
implementation.  

 

5.01.05 
Finances 

(F) Depositories and Investments. 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. 

 

5.01.05 
Finances 

(G) Books, Records, and Reports. On a monthly basis, each section 
shall provide the State Bar Accounting Department with: (1) copies 
of all investment statements and bank statements that include 
copies of cleared checks; (2) a bank reconciliation for each account; 
(3) a detailed general ledger of recorded transactions; and (4) 
financial statements, if independently prepared, as soon as possible 
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Section 
 

SBOT Policy Requirement SBOT Process(es) 
Meets Requirement 

but no later than 30 days after receipt. Sections shall retain all 
financial records and reports necessary to sufficiently demonstrate 
the implementation of its policies and internal controls and shall 
make these records available to the State Bar if requested. 

5.01.05 
Finances (E) 

Budget. Each section shall provide a detailed budget to the State Bar 
Accounting Department on or before July 15 of each Fiscal Year. The 
section budget must include all anticipated revenues and 
expenditures for the upcoming fiscal year.  

 
Finding 3 

Business Objective 3 

5.01.06 (B) 
Depositories 
and 
Investments 

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.  

 

5.01.06 (C) 
Books, Records 
and Reports 

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 shall submit to the Executive 
Director by July 15 of each year a section budget for the current 
Fiscal Year.  

 
 
 

All Sections are in 
compliance with this 

policy except for 
providing their 

budget to Executive 
Director by July 15.  

Since these have 
already been address 

in 5.01.05 Finances 
(E), we will not count 

them here. 

5.01.06 (E) 
State Bar 
Assistance to 
Sections 

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 
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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. 

5.02.02 
Composition 

The Section Representatives to the Board Committee consists of six 
members, one of whom represents Sections with 500 members or 
less, two of whom represent Sections with 501 to 2,000 members, 
and three of whom represent Sections with over 2,000 members. A 
committee member must belong to at least one section of the size 
that he or she represents. No committee member shall be 
disqualified simply because of a change in section size. Each 
committee member should become familiar with issues of concern 
to the Sections that he or she represents. 

 

 





State Bar of Texas General Fund 
Financial Highlights 

For the Nine Months Ended February 28, 2021 

Total General Fund YTD results – As of February 28, 2021, the General Fund had a net excess 
of revenues over expenditures and transfers of $5,747,289 compared to a budgeted net increase 
of $527,670. This resulted in a positive overall variance of $5,219,619. 

Actual Budget Variance % Variance 

Total Revenues  $31,821,025 $34,133,023 ($2,311,998) (7%) 
Total Expenditures and 
Transfers 26,072,913 33,605,353 7,532,440 22% 

Net Excess $5,748,112 $527,670 $5,220,442 

Revenues 

For the period ending February 28, 2021, total revenues did not meet the budgeted revenues by 
($2,311,998) or (7%), thereby producing a negative actual to budget variance. An analysis of 
the revenues shows that the following departments had a negative revenue variance in excess 
of ($100,000) or ($10,000) and (10%) for the period ending February 28, 2021. 

• Member Dues – Total Negative Revenue Variance: ($314,545) or (2%) - This negative
variance results primarily from a delay in members’ payment of dues compared to the
budgeted timing of collection.

• Texas Bar Journal – Total Negative Revenue Variance: ($73,442) or (16%) - This negative
variance results primarily from a decrease in advertising revenue compared to budgeted
advertising revenue.

• Investments – Total Negative Revenue Variance: ($202,799) or (67%) - This negative
variance is due the drop in investment return rates on fixed income securities as a result
of the pandemic.

• Minority Affairs – Total Negative Revenue Variance: ($302,845) or (81%) – This negative
variance is due to a reduction in fees and contributions due to holding the Texas Minority
Counsel Program virtually. This decrease will be offset with savings in expenditures.

• Purchasing & Facilities– Total Negative Revenue Variance: ($22,414) or (91%) - This
negative variance is due to a decrease in supply orders and copies needed.

• Advertising Review – Total Negative Revenue Variance: ($47,151) or (18%) – This
negative revenue variance is due to lower than anticipated advertising review
submissions.
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• Miscellaneous Revenue – Total Negative Revenue Variance: ($50,081) or (86%) - This 

negative variance is due to a decrease in the hotel occupancy tax refunds received.   
 

An analysis of the revenues shows that the following departments had positive revenue 
variances in excess of $10,000 and 10% for the period ending February 28, 2021. 

 
• Chief Disciplinary Counsel – Total Positive Revenue Variance: $48,652 or 13% - This 

positive variance is primarily due to an increase in Austin and San Antonio attorney fees.  
 

• Legal Access Division – Total Positive Revenue Variance: $49,400 or 412% - This positive 
variance is due to an increase in the number of legal aid providers who attended the 
Poverty Law conference.  
 

• TYLA – Total Positive Revenue Variance: $19,254 or 22% - This positive variance is due 
to higher than anticipated fees collected for the National Trial Competition. 

 
Expenditures 

 
For the period ending February 28, 2021, total expenditures were under the allocated budget by 
$7,532,440 or 22%, which resulted in a positive actual to budget variance.  
 
An analysis of the expenditures shows that six departments, Center for Legal History (Archives), 
Governmental Relations, Texas Lawyers Assistance Program, Research & Analysis, Information 
Technology, Printing and Graphics had large positive expenditure variances in excess of $10,000 
and 10% in salaries and benefits due to open positions or staff turnover. 
 
An analysis of the expenditures shows that the following departments had positive expense 
variances in excess of $10,000 and 10% for the period ending February 28, 2021 primarily 
resulting from cancellation of, and/or change to, virtual meetings and associated travel to prevent 
the spread of COVID-19 and other descriptions provided below: 

 
• Office of Executive Director – Total Positive Expenditure Variance: $65,185 or 13% - 

Positive variances are in benefits and travel. The positive variances are partially off-set by 
a large negative variance in insurance expense. 

 
• Deputy Executive Director/External Affairs – Total Positive Expenditure Variance: $19,411 

or 10% - Variances are in benefits and travel. 
 

• Officers & Directors – Total Positive Expenditure Variance: $350,784 or 49% - Variances 
are in travel, meetings & conferences, professional services, postage and printing. These 
are partially off-set by a large negative variance in insurance expense. 

 
• Training & Tuition – Total Positive Expenditure Variance: $29,215 or 75% - Variances are 

in education and training.  
 

• Law Related Education – Total Positive Expenditure Variance: $99,910 or 23% - 
Variances are in travel and meetings & conferences.  
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• TYLA– Total Positive Expenditure Variance: $385,741 or 57% - Variances are primarily in 
travel and meetings & conferences. 
 

• SBOT Leadership Academy– Total Positive Expenditure Variance: $60,063 or 93% - 
Variances are primarily in travel and meetings & conferences. 
 

•  Local Bars – Total Positive Expenditure Variance: $218,434 or 59% - Variances are 
primarily in salaries, benefits, travel and meetings & conferences. 
 

• Special Events – Total Positive Expenditure Variance: $54,780 or 100% - Variances are 
primarily in travel and meetings & conferences. 
 

• Law Student Department – Total Positive Expenditure Variance: $13,122 or 83% - 
Variances are primarily in travel, meetings & conferences, training and supplies. 

 
• SBOT Volunteer Committees – Total Positive Expenditure Variance: $194,667 or 83% - 

Variances are primarily travel and meetings & conferences. 
 

• Legal Access Division – Total Positive Expenditure Variance: $219,336 or 18% - 
Variances are primarily in salaries, benefits, travel and meetings & conferences. 
 

• Access to Justice Commission – Total Positive Expenditure Variance: $168,276 or 32% - 
Variances are primarily in salaries, benefits, travel and meetings & conferences. 
 

• Member Benefits – Total Positive Expenditure Variance: $24,640 or 47% - Variance is 
primarily due to an accounting change to advertising expense. 

 
• Minority Affairs – Total Positive Expenditure Variance: $210,602 or 48% - Variances are 

primarily in travel and meetings & conferences. 
 

• Office of Communications Division Director – Total Positive Expenditure Variance: 
$34,690 or 17% - Variances are primarily in travel and publicity advertising unspent due 
to the cancellation of in-person events. 
 

• Public Information – Total Positive Expenditure Variance: $22,949 or 18% - Variance is 
primarily in printing due to a decrease in requests for educational pamphlets due to 
COVID-19. 
 

• Website – Total Positive Expenditure Variance: $62,519 or 21% - Variances are primarily 
in travel, meetings & conferences and professional services. 
 

• Grievance Oversight Committee – Total Positive Expenditure Variance: $28,711 or 79% - 
Variances are primarily in travel and meetings & conferences.  

 
•  Unauthorized Practice of Law – Total Positive Expenditure Variance: $85,479 or 67% - 

Variances are primarily in travel, meetings & conferences and professional services. 
 

• Board of Disciplinary Appeals – Total Positive Expenditure Variance: $133,953 or 28% - 
Variances are primarily in salaries, benefits, travel and meetings & travel.  
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TexasBarCLE (TBCLE) 

 
 
For the period ending February 28, 2021, TexasBarCLE’s net revenues over expenditures amount 
exceeded its budget target by $2,488,179, thereby producing a negative actual to budget 
variance.  
 

  Actual Budget Variance % Variance 

TBCLE Revenues $10,474,189  $11,710,714  ($1,236,525) (11%) 

TBCLE Expenditures 4,147,561 7,872,265 3,724,704  47% 

Net TBCLE Income $6,326,628  $3,838,449  $2,488,179  65% 
 
 
 
Due to the pandemic, all originally scheduled live courses beginning in mid-March 2020 were held 
as a webcast through the rest of calendar year 2020 and remain webcasts during calendar year 
2021. These changes have affected TBCLE’s live course revenue, which is the main reason for 
the (11%) reduction in budget to actual revenue. Live courses are budgeted to receive $6,197,183 
in revenue and $6,221,233 in expenses. Of the budgeted live course expenses, $4 million is 
budgeted for travel, meetings and conferences, rentals and other expenses. It is expected that 
the decrease in expenditures, specifically in the travel, meetings and conferences, and rental 
categories, due to the cancellation of live courses during FY2021 will completely offset the 
decrease in revenues for live courses.  
 
In comparing TBCLE’s performance to previous years, it is appropriate to make two comparisons: 
(1) compare the current fiscal year 20-21 to the previous fiscal year 19-20; and (2) compare the 
current fiscal year 20-21 to fiscal year 18-19. Fiscal years ending in odd numbers are considered 
to be “non-legislative years”, in other words, they do not follow a legislative session. Fiscal years 
ending in even numbers are considered to be “legislative years” because they do follow a 
legislative session and TBCLE generally sees a surge in revenues following a legislative year 
(even numbered fiscal years). The surge in revenue generally results from legal issues arising 
during the legislative process; thereby creating a need for new or revised CLE programs. Fiscal 
year 20-21 is a “non-legislative” year. 
 
In comparing actual revenues and expenditure amounts for the period ending February 28, 2021 
to the prior period ending February 28, 2020, we see a decrease in revenues of ($1,516,689) or 
(13%), and a decrease in expenditures of $3,241,051 or 44% for an overall increase in net 
revenues of $1,724,362 or 37%. This is showing the difference between financial performances 
based on a comparison of a “non-legislative year” to a “legislative year”. 
 
In comparing actual revenues and expenditure amounts for the current period ending February 
28, 2021, to the period ending February 28, 2019, we see a decrease in revenue of ($1,283,270) 
or (11%) and a decrease in expenditures of $3,262,738 or 44% for an overall increase in net 
revenues of $1,979,468 or 46%. This is showing the difference between financial performances 
based on a comparison of two “non-legislative years.” 
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Salaries and Benefits 
 

For FY 2020-2021, the salaries and benefits budget totals $25,220,012 or 56.8% of the overall 
$44,391,552 General Fund budget before budgeted board commitments. The $25,220,012 
includes a 4% vacancy rate. The actual vacancy factor for the period ending February 28, 2021 
was 6.6%. The actual salary and benefit expenditures had a $854,793 positive variance to budget 
at the end of February 2021. 
 

Budget  $     18,821,835  
Actual         17,967,042  
Variance  $          854,793  
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YTD YTD
YTD YTD YTD YTD Prior Year Prior Year

Annual YTD YTD Variance $ Variance % Budget Actual Variance $ Variance %
Budget Budget Actual Fav/(Unfav) Fav/(Unfav) Prior Year Prior Year Fav/(Unfav) Fav/(Unfav)

        
REVENUES:         
Membership Dues $21,348,853  $15,654,728  $15,340,183  ($314,545)  (2%)  $15,238,288  $15,494,632  $256,344  2%
Accounting/Management Fees 658,255  493,693  483,013  (10,680)  (2%)  488,013  488,013    
Texas Bar Journal 632,545  451,185  377,743  (73,442)  (16%)  444,518  473,314  28,796  6%
Leadership SBOT 5,000  5,000   (5,000)  (100%)  7,497  7,000  (497)  (7%)
MCLE Fees 3,460,950  2,636,872  2,391,712  (245,160)  (9%)  2,361,457  2,726,370  364,913  15%
TexasBar CLE 14,251,844  11,710,714  10,474,189  (1,236,525)  (11%)  11,522,815  11,990,900  468,085  4%
Investment Income 400,000  303,000  100,201  (202,799)  (67%)  350,000  715,853  365,853  105%
Lawyer Referral 180,000  152,000  147,661  (4,339)  (3%)  130,000  124,985  (5,015)  (4%)
Member Benefits 911,309  675,411  719,279  43,868  6%  661,611  629,103  (32,508)  (5%)
CDC Disciplinary Fees 564,853  374,597  423,249  48,652  13%  401,084  444,623  43,539  11%
Membership 10,900  8,179  14,948  6,769  83%  10,800  12,155  1,355  13%
Local Bars 12,600  12,600  6,200  (6,400)  (51%)  12,600  6,700  (5,900)  (47%)
Minority Affairs 381,815  375,595  72,750  (302,845)  (81%)  344,000  482,558  138,558  40%
Information Technology Dept. 1,200  900  800  (100)  (11%)  900  900    
Website 445,000  361,750  384,785  23,035  6%  379,750  479,299  99,549  26%
Legal Access Division 12,000  12,000  61,400  49,400  412%  23,000  17,275  (5,725)  (25%)
Law Related Education 9,256  9,256  1,450  (7,806)  (84%)  9,256  9,550  294  3%
TYLA 65,000  86,000  105,254  19,254  22%  57,000  101,290  44,290  78%
Law Student Division 6,000  5,100  6,990  1,890  37%  5,100  5,610  510  10%
Purchasing & Facilities 46,500  24,640  2,226  (22,414)  (91%)  33,895  28,746  (5,149)  (15%)
Advertising Review 368,000  259,301  212,150  (47,151)  (18%)  282,301  258,900  (23,401)  (8%)
Miscellaneous, Sales Tax Discounts, Etc. 82,000  58,500  8,419  (50,081)  (86%)  52,747  54,705  1,958  4%
Credit Card Processing Fees 365,000  332,500  362,335  29,835  9%  330,000  347,295  17,295  5%
Rent 172,673  129,502  124,088  (5,414)  (4%)  129,505  129,505    

        
TOTAL REVENUES 44,391,553  34,133,023  31,821,025  (2,311,998)  (7%)  33,276,137  35,029,281  1,753,144  5%

        
EXPENDITURES         
Executive Division         
  Executive Director 684,300  507,001  441,816  65,185  13%  506,757  484,155  22,602  4%
  Associate Executive Director/Legal Counsel 700,889  519,867  479,630  40,237  8%  466,792  441,197  25,595  5%
  Deputy Executive Director 236,649  178,118  162,301  15,817  9%  170,506  160,127  10,379  6%
  Deputy Executive Director/External Affairs 265,280  198,838  179,427  19,411  10%  196,391  186,597  9,794  5%
  Special Financial Advisor       132,178  129,502  2,676  2%
  Officers & Directors 970,817  714,417  363,633  350,784  49%  572,617  565,387  7,230  1%
  Human Resources 308,161  232,336  222,186  10,150  4%  221,530  215,448  6,082  3%
  Training/Tuition 71,133  39,000  9,785  29,215  75%  41,000  41,370  (370)  (1%)
    Total Executive Division 3,237,229  2,389,577  1,858,778  530,799  22%  2,307,771  2,223,783  83,988  4%

        

General Fund
Statement of Revenues, Expenditures and Changes in Fund Balance

For the Nine Months Ending February 28, 2021
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YTD YTD
YTD YTD YTD YTD Prior Year Prior Year

Annual YTD YTD Variance $ Variance % Budget Actual Variance $ Variance %
Budget Budget Actual Fav/(Unfav) Fav/(Unfav) Prior Year Prior Year Fav/(Unfav) Fav/(Unfav)

        

General Fund
Statement of Revenues, Expenditures and Changes in Fund Balance

For the Nine Months Ending February 28, 2021

Member & Public Services Division         
  Center for Legal History 160,623  121,965  65,078  56,887  47%  116,504  118,781  (2,277)  (2%)
  Law Related Education 523,895  428,434  328,524  99,910  23%  413,651  407,441  6,210  2%
  Governmental Relations 311,496  229,338  130,489  98,849  43%  133,444  123,696  9,748  7%
  Texas Young Lawyers Association 1,022,902  682,327  296,586  385,741  57%  630,832  612,076  18,756  3%
  LeadershipSBOT 98,672  64,381  4,318  60,063  93%  61,305  58,925  2,380  4%
  Sections 343,782  258,200  239,949  18,251  7%  252,109  237,181  14,928  6%
  Local Bars 459,225  372,969  154,535  218,434  59%  370,790  323,135  47,655  13%
  Special Events 73,604  54,825  45  54,780  100%  52,825  56,689  (3,864)  (7%)
  Law Student Department 20,266  15,891  2,769  13,122  83%  15,376  7,139  8,237  54%
  SBOT Volunteer Committees 317,812  234,328  39,661  194,667  83%  205,051  224,523  (19,472)  (9%)
    Total Member & Public Services Division 3,332,277  2,462,658  1,261,954  1,200,704  49%  2,251,887  2,169,586  82,301  4%

        
Legal & Attorney Services Division         
   Legal & Attorney Services Division Director 237,184  177,088  168,254  8,834  5%  172,519  168,040  4,479  3%
   Texas Lawyers Assistance Program 496,731  372,146  304,838  67,308  18%  299,212  290,796  8,416  3%
   Legal Access Division 1,539,040  1,247,119  1,027,783  219,336  18%  1,049,416  995,422  53,994  5%
      Total Legal & Attorney Services Division 2,272,955  1,796,353  1,500,875  295,478  16%  1,521,147  1,454,258  66,889  4%

        
Access to Justice Commission 752,981  532,549  364,273  168,276  32%  574,717  468,410  106,307  18%
Member Benefits 172,585  52,335  27,695  24,640  47%  26,497  27,327  (830)  (3%)
Research & Analysis 239,952  169,736  125,042  44,694  26%  124,547  132,475  (7,928)  (6%)
Law Practice Management 182,184  135,079  123,885  11,194  8%      

        
Professional Development Division         
  Texas Bar CLE 10,101,605  7,872,265  4,147,561  3,724,704  47%  7,804,146  7,388,613  415,533  5%
  Minority Affairs 523,115  442,948  232,346  210,602  48%  431,567  539,060  (107,493)  (25%)
    Total Professional Development 10,624,720  8,315,213  4,379,907  3,935,306  47%  8,235,713  7,927,673  308,040  4%

        
Attorney Compliance Division         
  Office of Attorney Compliance Director 190,181  143,146  134,234  8,912  6%  136,787  137,129  (342)  (0%)
  Advertising Review 151,275  113,690  107,224  6,466  6%  137,578  107,715  29,863  22%
  Client Attorney Assistance Program 545,713  408,403  411,215  (2,812)  (1%)  408,495  407,691  804  0%
  Lawyer Referral 376,086  277,088  285,186  (8,098)  (3%)  266,394  290,993  (24,599)  (9%)
  MCLE 628,338  460,239  428,818  31,421  7%  457,845  479,427  (21,582)  (5%)
     Total Attorney Compliance Division 1,891,593  1,402,566  1,366,677  35,889  3%  1,407,099  1,422,955  (15,856)  (1%)

        
Operations/Security Division         
  Purchasing & Facilities 1,294,796  951,517  914,643  36,874  4%  924,732  957,193  (32,461)  (4%)
    Total Operations/Security Division 1,294,796  951,517  914,643  36,874  4%  924,732  957,193  (32,461)  (4%)
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YTD YTD
YTD YTD YTD YTD Prior Year Prior Year

Annual YTD YTD Variance $ Variance % Budget Actual Variance $ Variance %
Budget Budget Actual Fav/(Unfav) Fav/(Unfav) Prior Year Prior Year Fav/(Unfav) Fav/(Unfav)

        

General Fund
Statement of Revenues, Expenditures and Changes in Fund Balance

For the Nine Months Ending February 28, 2021

Finance Division         
  Accounting 1,049,448  788,975  734,861  54,114  7%  713,154  740,238  (27,084)  (4%)
  Membership 612,834  407,610  420,374  (12,764)  (3%)  417,672  402,033  15,639  4%
  Other Administrative 2,042,188  1,506,554  1,560,826  (54,272)  (4%)  1,348,128  1,442,111  (93,983)  (7%)
    Total Finance Division 3,704,470  2,703,139  2,716,061  (12,922)  (0%)  2,478,954  2,584,382  (105,428)  (4%)

        
Information Technology Division         
  Information Technology 1,252,657  897,114  753,666  143,448  16%  908,685  795,675  113,010  12%
  Customer Service 404,132  273,903  265,233  8,670  3%  277,180  291,050  (13,870)  (5%)
     Total Information Technology Division 1,656,789  1,171,017  1,018,899  152,118  13%  1,185,865  1,086,725  99,140  8%

        
Communications Division         
  Office of Communications Director 265,364  201,117  166,427  34,690  17%  194,781  190,685  4,096  2%
  Bar Journal 1,298,114  960,120  950,197  9,923  1%  964,490  971,688  (7,198)  (1%)
  Printing 119,072  89,608  77,209  12,399  14%  103,026  86,943  16,083  16%
  Graphics 227,649  169,674  129,821  39,853  23%  119,820  126,989  (7,169)  (6%)
  Public Information 171,568  128,241  105,292  22,949  18%  118,392  116,182  2,210  2%
  Web Management 421,753  296,490  233,971  62,519  21%  287,213  300,489  (13,276)  (5%)
     Total Communications Division 2,503,520  1,845,250  1,662,917  182,333  10%  1,787,722  1,792,976  (5,254)  (0%)

        
Public Protection Division         
  Chief Disciplinary Counsel 10,076,552  7,475,185  6,803,750  671,435  9%  7,363,001  7,472,482  (109,481)  (1%)
  Ombudsman 87,932  66,429  64,252  2,177  3%  60,764  63,011  (2,247)  (4%)
  Cmte on Disc Rules/Referendum 9,000  6,750  1,880  4,870  72%      
  Grievance Oversight Committee 48,800  36,245  7,534  28,711  79%  36,245  41,555  (5,310)  (15%)
  Unauthorized Practice of Law 170,000  127,595  42,116  85,479  67%  93,980  86,833  7,147  8%
  Professional Ethics Commission 12,000  4,198  3,766  432  10%  4,198  8,943  (4,745)  (113%)
  Board of Disciplinary Appeals 632,418  473,162  339,209  133,953  28%  465,983  472,560  (6,577)  (1%)
     Total Public Protection Division 11,036,702  8,189,564  7,262,507  927,057  11%  8,024,171  8,145,384  (121,213)  (2%)

        
TOTAL EXPENDITURES 42,902,753  32,116,553  24,584,113  7,532,440  23%  30,850,822  30,393,127  457,695  1%

        
Transfers to:         
     Bldg & Equip Fund 288,800  288,800  288,800     288,800  288,800    
     Technology Fund 500,000  500,000  500,000     500,000  500,000    
     Client Security Fund 700,000  700,000  700,000     700,000  700,000    

        
TOTAL TRANSFERS 1,488,800  1,488,800  1,488,800     1,488,800  1,488,800    

        
TOTAL EXPENDITURES & TRANSFERS 44,391,553  33,605,353  26,072,913  7,532,440  22%  32,339,622  31,881,927  457,695  1%
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YTD YTD
YTD YTD YTD YTD Prior Year Prior Year

Annual YTD YTD Variance $ Variance % Budget Actual Variance $ Variance %
Budget Budget Actual Fav/(Unfav) Fav/(Unfav) Prior Year Prior Year Fav/(Unfav) Fav/(Unfav)

        

General Fund
Statement of Revenues, Expenditures and Changes in Fund Balance

For the Nine Months Ending February 28, 2021

Excess (Deficit) of Revenues         
     Over Expenditures & Transfers  527,670  5,748,112  5,220,442  989%  936,515  3,147,354  2,210,839  236%

        
BOARD COMMITMENTS         
Board Commitment - SLRAP 515,000  515,000  515,000     515,000  515,000    
Board Commitment - Sheeran-Crowley Memorial Trust 225,000  225,000  225,000         
Board Commitment - Client Security Fund 333,333  333,333  333,333         
Board Commitment - Technology Fund 1,240,000  1,240,000  1,240,000     150,000  150,000    
Board Commitment - Texas Opportunity & Justice 
Incubator Program 489,141  67,927  67,927     97,940  97,940    
Board Commitment - Presidential Initiatives 186,776  3,099  3,099     7,803  7,803    
Board Commitment - Statewide Pro Bono Campaign 141,975       6,186  6,186    
Board Commitment - LAD 2018 Board Commitments       44,251  44,251    
Board Commitment - Communications Projects 31,495  224  224     320  320    
Board Commitment - Archives Digitization Project 63,500  12,000  12,000     12,000  12,000    
Board Commitment - LRE Projects 6,179  6,000  6,000     56,955  56,955    
Board Commitment -Contingency for Southern 
Conference of Bar Presidents 75,000           
Board Commitment -Law Practice Management and TBB 
Website 200,000  200,000  200,000         
Board Commitment - Texas Law Center Renovations       100,000  100,000    
Board Commitment - Reserve for Rules Vote 150,000  58,254  58,254         
Board Commitment - Reserve for Run-Off Election 70,000           
Board Commitment - Reserve for Legal 100,000           
Board Commitment - Reserve for Committment 866,667           

        
        
        

TOTAL BOARD COMMITMENTS 4,694,066  2,660,837  2,660,837     990,455  990,455    
        

TOTAL YTD INCREASE (REDUCTION) IN FUND 
BALANCE (4,694,066)  (2,133,167)  3,087,275  5,220,442  245%  (53,940)  2,156,899  2,210,839  4099%
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YTD Prior YTD

Assets

  Cash & Money Market Funds 8,909,855$          4,560,279$         
  Investments 21,399,490 21,702,119
  Adjust Investments to Market 230,018 228,233
    Total Cash and Investments at FMV 30,539,363 26,490,631

  Accounts Receivable:
  Net Accounts Receivable - Sales 71,596 94,951
  Accrued Interest 67,393 105,138
  Interfund 1,501,452 1,447,108
  Other 184,508 26,532
  Inventory 12,121 11,621
  Prepaid Expenditures 556,731 527,953

Total Assets 32,933,164$        28,703,934$       

Liabilities and Fund Equity

  Liabilities

    Accounts Payable:
        Cash - A/P
            Trade 240,777$             633,312$            
            Interfund 2,949,829 2,053,336
   Accrued Liabilities 293,237 295,967
   Deferred Revenue -
            Membership Dues 5,521,239 5,236,393
            Other 375,820 522,641
   Other Liabilities 74,689 55,511

Total Liabilities 9,455,591$          8,797,160$         

State Bar of Texas
General Fund
Balance Sheet

As of February 28, 2021 
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State Bar of Texas
General Fund
Balance Sheet

As of February 28, 2021 

Liabilities and Fund Equity Continued

Fund Balances

Nonspendable - Prepaids at May 31, 2020 802,933$             
Nonspendable - Inventory at May 31, 2020 11,572                 
Nonspendable - Investments FMV Adjustment at May 31, 2020 374,972               
Board Committed - Minimum Reserve January 2020 11,140,350          
Board Committed - Technology Fund 1,240,000            
Board Committed - Texas Opportunity and Justice Incubator Program 489,141               
Board Committed - Legal Reserve Account 100,000               
Board Committed - Client Security Fund 333,333               
Board Committed - Reserve for Future Board Commitments 866,667               
Board Committed - Sheeran Crowley Memorial Trust 225,000               
Board Committed - Presidential Initiatives 186,776               
Board Committed - Law Practice Resource Management Website 200,000               
Board Committed - Statewide Pro Bono Campaign 141,975               
Board Committed - Ethics Initiatives 11,495                 
Board Committed - Contingency for SCBP 75,000                 
Board Committed - Public Information Campaign 20,000                 
Board Committed - Archives Digitization Project 63,500                 
Board Committed - Law Focused Education Programs 6,179                   
Board Committed - Student Loan Repayment Assistance Program 515,000               
Board Committed - Run-off Election Reserve 70,000                 
Board Committed - Referendum Reserve 150,000               
Amount Available for Board Commitment: FY 2019-2020 3,366,405            
Total Fund Balance at May 31, 2020  $       20,390,298  $      17,749,873 

Current Year Operations
Nonspendable - Prepaids at February 28, 2021 (246,202)              
Nonspendable - Inventory at February 28, 2021 549                      
Nonspendable - Investments FMV Adjustment at February 28, 2021 (144,954)              
Board Committed Expenditures - Student Loan Reparment Assistance Program (515,000)              
Board Committed Expenditures - Sheeran-Crowley Memorial Trust (225,000)              
Board Committed Expenditures - Client Security Fund (333,333)              
Board Committed Expenditures - Technology Fund (1,240,000)           
Board Committed Expenditures - Texas Opportunity & Justice Incubator Program (67,927)                
Board Committed Expenditures - Presidential Initiatives (3,099)                  
Board Committed Expenditures - Communications Projects (224)                     
Board Committed Expenditures - Archives Digitization Project (12,000)                
Board Committed Expenditures - Law Focused Education Programs (6,000)                  
Board Committed Expenditures - Law Practice Management and TBB Website (200,000)              
Board Committed Expenditures - Reserve for Rules Vote (58,254)                
Amount Available for Board Commitment from Current Year Operations 6,138,719            

Total Current Year Increase (Reduction) in Fund Balance 3,087,275 2,156,901

Total Fund Balance 23,477,573 19,906,774

Total Liabilities and Fund Balance 32,933,164$        28,703,934$       
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Y-T-D Y-T-D Budget 2020-2021
Budget Actual % Budget 

Revenues:    
Book Sales Net of Estimated Returns $1,403,616  $559,345  60%  $1,986,903 
Online Sales 366,249  467,945  (28%)  488,334 
Total Sales 1,769,865  1,027,290  42%  2,475,237 
Fees 47,100  14,021  70%  55,000 
Interest 6,750  194  97%  9,000 
Royalty 953,250  654,983  31%  1,281,000 
Other Revenue 36,691  36,684  0%  48,922 

Total Revenues  $ 2,813,656   $ 1,733,172  38%  3,869,159 
   

Cost of Goods Sold:    
Finished Products 287,742  81,403  72%  407,315 
Royalties 85,001  56,983  33%  113,358 
Other 0  28,383  0%  100,000 

Total Cost of Goods Sold 372,743  166,769  55%  620,673 
   

Operating Expenses:    
Salaries 969,998  973,967  (0%)  1,293,330 
Benefits 339,876  309,383  9%  453,168 
Travel 42,700  93  100%  46,950 
Meetings & Conferences 1,500  1,999  (33%)  1,800 
Professional Services 177,141  109,685  38%  212,189 
Publicity/Advertising 13,000  2,117  84%  15,000 
Publicity/Advertising for Specific Titles 46,000  1,972  96%  66,000 
Dues/Subscriptions/Licenses 85,995  42,119  51%  119,200 
Education/Training 11,435  5,746  50%  12,435 
Supplies/Awards/Gifts/Spec. Items 23,500  17,163  27%  30,500 
Rentals - Office, Equipment, Storage 123,282  119,399  3%  164,376 
Maintenance/Repair 22,950  22,950  0%  30,600 
Postage and Freight 118,749  51,034  57%  167,913 
Telephone 2,925  1,717  41%  3,900 
Insurance 4,950  4,461  10%  6,600 
Administrative Fee 412,840  406,911  1%  550,456 
Bad Debts 35,091  14,363  59%  49,673 
Capital Lease Expense 12,000  9,680  19%  12,000 
Printing 0  (2,198)  0%  0 
Copying 405  2  100%  540 

Total Operating Expenses 2,444,337  2,092,563  14%  3,236,630 
Total Expenses 2,817,080  2,259,332  20%  3,857,303 

Net Income/(Loss) Before Operating Transfer (3,424)  (526,160)  (15267%)  11,856 
Operating Transfer From General Fund 0  200,000  0%  0 
Net Income/(Loss)  $       (3,424)   $   (326,160)  (9426%)   $      11,856 

   
   
   
   
   
   
   

State Bar of Texas
Texas Bar Books

Statement of Revenues and Expenses
For the Nine Months Ending February 28, 2021
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YTD Prior YTD

Assets

  Net Accounts Receivable - Sales $313,347 $582,778

  Interfund Receivable - General Fund 263,401 502,447

  Inventory
     Inventory - Finished Goods 399,652 522,632
     Inventory - Work in Process 172,333 189,067
     Less  Inventory - Reserve (121,557) (132,602)

  Total Inventory Less Reserves 450,428 579,097

  Fixed Assets:
    Equipment/Software 533,820 353,637
    Less Accumulated Depreciation (229,752) (318,315)

  Net Fixed Assets 304,068 35,322

Total Assets 1,331,244$      1,699,644$     

Liabilities and Net Position

Liabilities

   Payables 5,768 40,176
   Deferred Revenue (2,391)
   Compensable Leave 101,516 97,422
Total Liabilities 104,893 137,598

Net Position

  Net Position at May 31, 2020 1,552,507 1,576,802
    Current Year Revenues 1,733,172 2,475,785
    Current Year Expenditures (2,059,330) (2,490,541)
  Current Year Operations (326,158) (14,756)

Total Net Position at February 28, 2021 1,226,349 1,562,046

Total Liabilities and Net Position 1,331,242$      1,699,644$     

State Bar of Texas
Texas Bar Books

Statement of Net Position
As of February 28, 2021
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Revenues:

Interest  $ 36,484 
Restitution/Other Income 1,080 
Total Revenues 37,564 

Expenditures:

Claims 279,554 
Banking Fees 60 
Total Expenditures 279,614 

Excess (Deficit) of Revenue
  Over Expenditures (242,050)

General Fund Operating Transfer In 700,000 
General Fund Committed Funds Transfer In 333,333 
Total Transfers In from General Fund 1,033,333 

Net Increase (Decrease) in the Fair Value of Investments (23,892)
Net after Operating Transfer & Unrealized Net Gain (Loss)  $ 767,391 

State Bar of Texas
Client Security Fund

Statement of Revenues & Expenditures
For the Nine Months Ending February 28, 2021

SBOT February 2021 Financial Statements 
Page 15 of 17



YTD Prior YTD

Assets

  Cash & Money Market Accts. $82,559 $32,562
  Investments 3,033,013 3,034,322
  Adjust Investments to Market 111,939 77,267
  Interest Receivable 7,491 7,528

Total Assets 3,235,002$           3,151,679$    

Liabilities and Fund Balance

   Due To (From) General Fund (349,758) (120,767)
Total Liabilities (349,758) (120,767)

Fund Balance

   Beginning Fund Balance 2,817,369 2,608,546
   Current Year Actvity 767,391 663,900
Total Fund Balance 3,584,760 3,272,446

Total Liabilities and Fund Balance 3,235,002$           3,151,679$    

State Bar of Texas
Client Security Fund

Balance Sheet
As of February 28, 2021

SBOT February 2021 Financial Statements 
Page 16 of 17



Law Texas Texas Misc
Focused Convention Law Bar Technology Grant
Grants TBLS Fund Center College Fund Fund Total

Revenues:        
Fees  $344,660  $130   $290,658    $635,448 
Sales     1,114    1,114 
Investments 241  1,844  85  42,431  226    44,827 
Grants 606,125       182,900  789,025 
Contributions   (7,000)   32,025   3,117  28,142 

Total Revenues 606,366  346,504  (6,785)  42,431  324,023   186,017  1,498,556 
       

Expenditures:        
Salaries  348,696    49,795    398,491 
Benefits  122,814    17,710    140,524 
Travel   440      440 
Meetings & Conferences   8,910   3,705    12,615 
Professional Services 203,380  62,092  1,462  41,065  11,375   40,700  360,074 
Publicity/Advertising  49,950  33,500   500    83,950 
Dues/Subscriptions/Licenses 6,306  1,572    1,460    9,338 
Education/Training 340     75    415 
Supplies/Awards/Gifts/Spec. Items 10,632  1,110  9,052   11,644    32,438 
Rentals - Office, Equipment, Storage  106,851    1,103    107,954 
Maintenance/Repair    12,355   479,834   492,189 
Postage and Freight 1,117  1,717  4,658   10,639    18,131 
Telephone  14,821    373    15,194 
Administrative 3,276  57,489  6,809   20,185    87,759 
Fixed Assets      375,086   375,086 
Printing and Copying 2,829   3,985   7,990    14,804 

Total Expenditures 227,880  767,112  68,816  53,420  136,554  854,920  40,700  2,149,402 
Transfer (In) / Out    (288,800)   (1,740,000)   (2,028,800)

Total Expenditures & Transfers 227,880  767,112  68,816  (235,380)  136,554  (885,080)  40,700  120,602 
Net Increase (Decrease) in the Fair 
Value of Investments    (29,040)     (29,040)

Total Revenues less Expenditures 378,486  (420,608)  (75,601)  248,771  187,469  885,080  145,317  1,348,914 
       

Beginning Fund Balance at 6/1/20  2,201,790  380,641  4,493,150  153,136  259,934   7,488,651 
       

Ending Fund Balance at 2/28/21 $378,486  $1,781,182  $305,040  $4,741,921  $340,605  $1,145,014  $145,317  $8,837,565
       
       
       
       
       
       
       
       
       

State Bar of Texas
Combining Statement of Revenue & Expenditures

And Changes in Fund Balance
All Special Revenue Funds

For the Nine Months Ending February 28, 2021
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STATE BAR OF TEXAS - FINANCE DIVISION 

Dashboard of Key Financial Trends  
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General Fund Operating Results for the Nine Months-Ended February 28, 2021 

Chart A contains the State Bar’s General Fund Budget to Actual Variance for the financial period. This 
indicates the overall earnings incurred from current year operations.  

 

Table 1 contains details of data presented in Chart A above:  

Operations of General Fund: Budget to Actual Variances (cumulative) 

  FY 2018-2019 FY 2019-2020 FY 2020-2021 
June  $        70,915   $      111,071   $          14,557  
July  $      295,712   $      322,750   $     1,499,501 
August  $      524,480   $      689,283   $     2,460,535 
September  $      885,337   $      841,894   $     2,849,399 
October  $   1,056,344   $   1,233,358   $     3,444,517 
November  $   1,546,381   $   1,485,161   $     3,679,238 
December  $   2,010,521   $   1,628,363   $     4,330,289 
January  $   2,359,057   $   1,895,262   $     4,733,651 
February  $   2,387,072   $   2,251,386   $     5,220,442 
March  $   2,733,334   $   2,122,472    
April  $   2,999,300   $   2,351,385    
May  $   4,048,722   $   3,637,312    
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Chart A: Total Net Excess: 3 Year History of Budget 
to Actual Variances

FY 2018-2019 FY 2019-2020 FY 2020-2021
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Chart B presents the total Revenues and Expenditures of the State Bar’s General Fund over the 
previous three years.  
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Chart B: Total Revenue and Expenditure Trends - Fiscal Year-to-
Date for the Nine Months Ended February 2019, 2020, and 2021
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Chart C presents the total revenues by department of the State Bar’s General Fund over the previous 
three years.  
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Chart C: General Fund Revenue Trends - Nine Months-Ended 
February 2019, 2020, and 2021 
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Chart D presents the total expenditures by department of the State Bar’s General Fund over the 
previous three years.  

 

 $-

 $1

 $2

 $3

 $4

 $5

 $6

 $7

 $8

 $9

M
ill

io
ns

Chart D: General Fund Expenditure Trends - Nine Months 
Ended 

February 2019, 2020, and 2021

February 2019 February 2020 February 2021




	21-001 PFIA Complaince Report Final.pdf
	Blank Page

	21-002 CDC Processes Audit ReportFINAL.pdf
	Blank Page

	21-003 Sections Financial and Compliance FINAL.pdf
	INTRODUCTION 6
	OBJECTIVE 6
	Commendations 6
	FINDING vs Improvement Opportunity 7
	CONCLUSION AND INTERNAL CONTROL RATING 7
	Appendix A – Sections Compliance Requirements 18
	INTRODUCTION
	OBJECTIVE
	Commendations
	FINDING vs Improvement Opportunity
	CONCLUSION AND INTERNAL CONTROL RATING
	Appendix A – Sections Compliance Requirements
	Blank Page

	SBOT February 2021 Financial Statements - AF.pdf
	February 2021 Highlights
	State Bar of Texas General Fund

	GF STMT OF REV EXPD CHANGES IN FB 2.28.2021
	GENERAL FUND-F

	GF BALANCE SHEET 2.28.21 (rev)
	GENERAL FUND-F

	TBB StmtRevExp 2.28.21
	TX Bar Books-F

	TBB Stmt Net Position 2.28.21
	TX Bar Books-F

	COMBINED SRF 2.28.21
	SUMMARY-F

	CSF STMT REV EXPD 2.28.21.pdf
	CLIENT SECURITY-F

	CSF BALANCE SHEET 2.28.21.pdf
	CLIENT SECURITY-F

	Blank Page

	SBOT Financial Dashboard - February 2021.pdf
	Blank Page




