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May 30, 2024

To the owners of Fitts, Roberts, Kolkhorst & Co., P.C.
and the Peer Review Committee of the Texas Society of Certified Public Accountants

We have reviewed the system of quality control for the accounting and auditing practice of Fitts, Roberts,
Kolkhorst & Co., P.C. (the Firm) in effect for the year ended June 30, 2023. Our peer review was
conducted in accordance with the Standards for Performing and Reporting on Peer Reviews established
by the Peer Review Board of the American Institute of Certified Public Accountants (Standards).

A summary of the nature, objectives, scope, limitations of, and the procedures performed in a System
Review as described in the Standards may be found at www.aicpa.org/prsummary. The summary also
includes an explanation of how engagements identified as not performed or reported in conformity with
applicable professional standards, if any, are evaluated by a peer reviewer to determine a peer review
rating.

Firm’s Responsibility

The firm is responsible for designing and complying with a system of quality control to provide the firm
with reasonable assurance of performing and reporting in conformity with requirements of applicable
professional standards in all material respects. The firm is also responsible for evaluating actions to
promptly remediate engagements deemed as not performed or reported in conformity with the
requirements of the applicable professional standards, when appropriate, and for remediating
weaknesses in its system of quality control, if any.

Peer Reviewer’s Responsibility

Our responsibility is to express an opinion on the design of and compliance with the firm’s system of
quality control based on our review.

Required Selections and Considerations

Engagements selected for review included an engagement performed under Government Auditing
Standards, including a compliance audit under the Single Audit Act; and audits of employee benefit plans.

As part of our peer review, we considered reviews by regulatory entities as communicated by the firm, if
applicable, in determining the nature and extent of our procedures.

Deficiencies Identified in the Firm’s System of Quality Control
We noted the following deficiencies during our review:

1. The firm’s quality control policies and procedures regarding engagement performance have not
been suitably complied with to provide reasonable assurance that audit engagements are
consistently performed in accordance with professional standards. The firm’s quality control
policies and procedures require that an adequate level of supervision and review be performed to
ensure compliance with professional standards. During our review we noted that: 1) on a not-for-
profit audit engagement performed under Government Auditing Standards that included a
compliance audit under the Single Audit Act, test of controls were not performed for all areas with
a control risk less than high, investment transaction testing was not adequately documented, and
an appropriate safeguard was not performed or documented to alleviate significant threats
identified, and 2) on an employee benefit plan audit, planning documentation regarding
understanding the plan and its environment, entity level controls, and SOC 1 considerations for a
key third party provider were not sufficient. The most recent plan document, compliance testing,



and support for census testing were also not included or properly documented in the work papers
for the same employee benefit plan audit. In our opinion, the lack of appropriate supervision and
review contributed to both the not-for-profit audit engagement performed under Government
Auditing Standards that included a compliance audit under the Single Audit Act, and the
employee benefit plan audit to be considered to not conform to professional standards in all
material respects. A similar finding was noted on the firm’s prior review.

The firm’s quality control policies and procedures regarding engagement performance have not
been suitably complied with to provide reasonable assurance that audit engagements are
consistently performed in accordance with professional standards. The firm’s quality control
policies and procedures require that a sufficient level of consultation regarding third party practice
aids and/or professional standards be performed to ensure compliance with professional
standards. During our review we noted that on a not-for-profit audit performed under Government
Auditing Standards that included a compliance audit under the Single Audit Act: 1) the schedule
of expenditures of federal awards was not correctly reported in regards to identification and
labeling of specific funds, identification of all clusters, and required note disclosures, 2) major
program determination was not adequately completed, 3) risk assessment was not performed on
applicable type B programs, 4) the appropriate compliance areas were not identified for a high
risk type A program, 5) internal control over compliance testing did not include all appliable
compliance areas, and 6) compliance testing was not considered sufficient for a high risk major
program. In our opinion, the lack of appropriate consultation contributed to the not-for-profit audit
performed under Government Auditing Standards that included a compliance audit under the
Single Audit Act to not conform to professional standards in all material respects.

The firm’s quality control policies and procedures regarding monitoring have not been suitably
complied with to provide reasonable assurance that engagements are consistently performed in
accordance with professional standards. The firm’s quality control policies and procedures
require that monitoring procedures be performed in a sufficient manner to identify matters in the
system of quality control that need to be corrected and/or modified in order to ensure compliance
with professional standards. During our review we noted that monitoring procedures were not
performed for all periods subsequent to the prior review and, as a result, did not identify matters
noted as a result of the review. In our opinion, a sufficient level of monitoring would have
identified matters that caused engagements to not conform to professional standards in all
material respects.

Opinion

In our opinion, except for the deficiencies previously described, the system of quality control for the
accounting and auditing practice of Fitts, Roberts, Kolkhorst & Co., P.C. in effect for the year ended June
30, 2023, has been suitably designed and complied with to provide the firm with reasonable assurance of
performing and reporting in conformity with applicable professional standards in all material respects.
Firms can receive a rating of pass, pass with deficiency(ies) or fail. Fitts, Robert, Koklhorst & Co., P.C.
has received a peer review rating of pass with deficiencies.
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February 27, 2025

TxCPA Peer Review Committee
14651 Dallas Parkway, Suite 777
Dallas, Texas 75254-7408

Dear Committee Members:

This letter is written to assist Fitts, Roberts, Kolkhorst & Co., P.C. (the “firm”) in complying with
certain actions that the firm voluntarily agreed to take in connection with the TxCPA Peer
Review Committee’s consideration of acceptance of its 2023 (year ended June 30, 2023) peer
review report and response thereto.

The TSCPA Peer Review Committee accepted the firm’s 2023 peer review documents with the
understanding that the firm would:

o Agree to have an outside party, approved by the Committee, to perform a
post-issuance review of a subsequent EBP audit engagement and provide
the outside party’s report on the results of the review to the Committee by
February 28, 2025. This action will be performed at the firm’s expense.

| performed the following procedures:

o Reviewed a copy of the firm’s 2023 peer review report, the firm’s letter of
response, and the acceptance letter describing the required corrective action
plan dated December 23, 2024.

o Reviewed a defined benefit plan audit (EBP) and a non-profit college audit that
included a compliance audit under the Single Audit Act (NFPSA) that were both
performed subsequent to the peer review.

EBP Audit
The following items were noted:

¢ A Plan amendment was not disclosed in the notes to the financial statements.
This was properly disclosed in the prior year audit when the Act was initially
adopted but was not carried forward to the 2023 audit.

o One transaction cycle lacked appropriate linkage to control testing performed.
Appropriate testing was performed but the linkage was not properly documented.

o Documentation regarding one subservice organization was not sufficient. The
firm properly analyzed the SOC 1 report that related to the Plan and identified all
subservice organizations, but the concluding documentation regarding one
subservice organization in which a SOC 1 report was not available was
incomplete. The overall effect was not considered significant and the SOC 1
procedures were considered adequate.



The following items noted in the peer review were corrected by the firm:

Understanding of the Pan & the environment was properly documented.

Entity level controls were appropriately documented (with the exception of the
one linkage item noted above).

SOC considerations were much improved and overall considered in compliance
with professional standards.

The most recent Plan document was obtained, compliance testing was
documented as well as support for census testing.

Communication with governance included all applicable items.

In summary, the firm made considerable progress in addressing the items noted in the peer
review including an evident improvement in supervision and review. None of the items noted in
the post-issuance review were considered of such significance to deem the engagement not in
compliance with professional standards in all material respects. The linkage and subservice
organization issues can be easily corrected with additional work paper documentation.

NFPSA Audit

The following items were noted:

Notes to the SEFA need to be expanded to include direct loan information. It
was noted the reader would most likely be able to obtain the majority of the
information directly from the SEFA which had a separate break out of direct
loans.

One cluster was not properly identified and labeled on the SEFA. This related to
one single program and, although it was a single grant, the standards still require
that it be labeled as a cluster.

Linkage for one significant cycle to test of controls performed was not sufficient.
Test of controls were appropriate to address key controls, but linkage was
lacking.

The Federal Clearinghouse (DCF) form did not appear to be filed. The firm is
currently working with the client to ensure the filing is complete and will include
appropriate documentation in the audit file.

Risk assessments were not performed on all applicable Type B programs. No
high-risk Type B programs are anticipated, but the documentation was lacking to
support the conclusions.

Beginning balance of accounts receivable (related to performance obligations)
was not disclosed.

The statement of cash flows did not include a reconciliation between cash and
restricted cash that agreed back to the ending cash balance on the statement of
cash flows. The ending cash balance did properly include both unrestricted and
restricted cash.

The following items noted in the peer review were corrected by the firm:

Test of controls were performed for all significant cycles in which control risk was
assessed as less than high. Linkage issues were noted on one cycle but overall
considered risk assessment in the general audit sufficient.

Investment transaction testing was documented.

Safeguards to alleviate significant risks to independence were properly
performed and documented.



o Legal letter follow-up, use of specialist, subsequent events, and final sign offs
were all documented.
¢ Communication with governance included all applicable items.

In summary the firm made considerable progress in addressing the items noted in the peer
review including an evident improvement in supervision and review. None of the reporting items
noted in the post-issuance review were considered significant or nonconforming type issues.
The lack of appropriate Type B risk considerations is typically a nonconforming issue, but both
the linkage and the Type B risk considerations can be easily corrected with additional work
paper documentation. No additional work is expected to occur due to the Type B risk
assessments (not anticipated that any high-risk Type B engagements will be identified). The
firm is also in the process of ensuring the DCF is properly filed and will add support in the work
papers when complete.

The firm has made significant progress in several areas but needs to continue to improve
overall documentation in the areas noted. All findings were discussed with the firm and it was
evident the firm has the desire and capability to correct all items noted.

This letter is intended solely for the information and use of the TSCPA Peer Review Committee
and the owners of Fitts, Roberts, Kolkhorst & Co., P.C. and is not intended as a substitute or
replacement for the peer review documents issued on the firm’s 2023 peer review.

Sincerely,

;74/%/ era

Jeff Graham, CPA

cc: Dan St.Clair, CPA
Fitts, Roberts, Kolkhorst & Co., P.C.
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April 14, 2025

Ronald Lemer

Fitts, Roberts, Kolkhorst & Co., P. C.
5718 Westheimer Rd Ste 1900
Houston, TX 77057-5973

Dear Ronald Lemer:

On April 14, 2025, the Texas Peer Review Committee determined that your most recent peer review
is complete.

The due date for your next review is December 31, 2026. This is the date by which all review
documents should be completed and submitted to the administering entity.

Peer Review Committee
Texas Society of CPAs

800-428-0272 Opt. 3

cc:Jeffrey Graham, Kathryn Gibson
Firm Number: 900010021367 Review Number: 603549

& 972-667-65001800-428-0272 55 wwwtxcpa [V 1131 Midway Rd, Suite 850 Addison, TX 75001
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May 30, 2024

Peer Review Committee of the Texas Society of Certified Public Accountants

Ladies and Gentlemen:

This letter represents our response to the report issued in connection with the peer review of the firm's
system of quality control for the accounting and auditing practice in effect for the year ended June 30, 2023.
The remedial actions discussed in this letter will be monitored to ensure that they are effectively
implemented as part of our system of quality control.

1

We plan to place additional emphasis on our existing controls related to supervision and review to
ensure future compliance. An audit quality partner has been hired and will effectively lead the
process. The work papers for the subsequent engagements were corrected for both audit
engagements considered to not conform to professional standards, and our approach was
discussed and approved by the end user of the financials. A memo will be included in the work
papers for both nonconforming engagements detailing our approach and conclusions regarding
reissuance.

We will ensure that was are performing an appropriate level of consultation regarding third party
practice aids and/or professional standards in the future to ensure compliance with professional
standards. The work papers for the subsequent engagement were corrected for the audit
engagement considered to not conform to professional standards, and our approach was discussed
and approved by the end user of the financials. A memo will be included in the work papers
detailing our approach and conclusions regarding reissuance.

Monitoring going forward will be overseen by the newly hired audit quality partner to help ensure a
sufficient level of monitoring is being performed, with specific emphasis on the areas identified as
deficiencies in the peer review as well as remedial actions noted above. In addition, we will
consider utilizing an independent third party with appropriate credentials to assist in regards to
high-risk engagements in the single audit and employee benefit plan industries.

We believe these actions are responsive to the deficiencies noted on the review.

Sincerely,

Dan St.Clair, CPA
Fitts, Robert, Kolkhorst & Co., P.C.

www.frkpc.com



