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October 10, 2025

The Honorable Greg Abbott, Governor
Members of the Legislative Budget Board
Members of the Sunset Advisory Commission
Internal Audit Coordinator, State Auditor

Dear Ladies and Gentlemen:

Attached is the FY 2025 Internal Audit Annual Report for the Texas Historical
Commission (THC). This report was presented to the THC Commissioners and is
submitted in accordance with the Texas Internal Auditing Act requirement for state
agency internal auditors to prepare and distribute an annual report (Government
Code, Chapter 2102). THC engaged McConnell & Jones LLP (MJ) to provide internal
audit services to the agency in accordance with The Texas Internal Auditing Act. MJ
submits this FY 2025 Annual Internal Audit Report on behalf of the THC
Commissioners.

The Texas Internal Auditing Act requires agencies to file an annual report on their
internal audit activities and the internal audit reports prepared for their governing
board. The purpose of the Internal Audit Annual Report is to provide information on
the assurance services, consulting services, and other activities of the internal audit
function. In addition, the Internal Audit Annual Report assists oversight agencies in
their planning and coordination efforts. According to Texas Government Code,
Sections 2102.009 and 2102.0091, the FY 2025 Internal Audit Annual Report is due
November 1, 2025.

Please contact Liz Meyers at 512.782.1332 or Chairman John L. Nau, Il at
512.463.5767 if you should have any questions about this audit report.

Sincerely,
Liz Meyers, CPA, CFE
Partner

6805 N. Capital of Texas Hwy.
Suite 266

Austin, TX78731

Phone : 512.430.5358

WWW.MCCONNELLIONES.COM
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I COMPLIANCE WITH POSTING REQUIREMENTS

Texas Government Code, Section 2102.015, requires state agencies and institutions of higher
education to post agency internal audit plans and internal audit annual reports to the agency’s
internet website within 30 days of approval. Texas Government Code, Section 2102.015, also
requires agencies to update the posting on the website to include a detailed summary of any
weaknesses, deficiencies, wrongdoings, or other concerns raised by the audit plan or annual
report and include a summary of the actions taken by the agency to address the issues raised.

In accordance with requirements of Texas Government Code, Section 2102.015, McConnell &
Jones LLP (MJ) will ensure the required Annual Internal Audit Plan, Internal Audit Annual
Report and any other required internal audit information is provided to the Texas Historical
Commission for posting to their website.

Il.  INTERNAL AUDIT PLAN FOR FISCAL YEAR 2025

McConnell & Jones LLP prepared the Fiscal Year 2025 Annual Internal Audit plan based on a
comprehensive risk assessment which was approved by the THC commissioners. The table
below reflects the status of the approved Internal Audit Plan as of August 31, 2025.

Fiscal Year 2025 Internal Audit Plan Status

Description Report Report Date Report Title Audit
Number Status

Architecture Architecture Contract

1 K)/Iontract 25-001 July 9, 2025 Management Advisory Completed
anagement
Information October 31, Information Technology
2 Technology 25002 5004 Advisory CEmplEiE
Follow-up on . .
3 Prior Audit 25.004  June 18,2025 ~eporton Prior Audit ey
I Findings Follow-Up
Findings
o | Ui R N/A N/A N/A Completed
Assessment
Annual Audit
5  Plan N/A N/A N/A Completed
Annual Audit
6 Report N/A N/A N/A Completed
Audit
Communications,
7 Committee N/A N/A N/A On-going
Meetings, Project
Management
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Deviations from FY 2025 Annual Internal Audit Plan

The FY 2025 Annual Internal Audit Plan was modified from what was as originally approved to
replace the Historic Sites/ Archeology Artifact Management Advisory with the Architecture
Contract Management Advisory.

lll. CONSULTING SERVICES AND OTHER ACTIVITIES
Internal audit performed two (2) advisory / consulting Engagements during FY 2025.

The first engagement was focused on the processes and management controls related to
Architecture Contract Management to analyze processes and management controls for the
purpose of identifying the root causes of continued challenges.

The focus of this engagement included:
e Project Management.
o Procurement Request for Proposal (RFP) / Awarding Processes.
e Contract Management.

Internal audit worked with the Department of Architecture and Procurement and Contract
Services to understand their current challenges as well as their processes and procedures. We
prepared a gap assessment for processes and a roles and responsibilities matrix to identify
potential gaps in responsibilities, segregation of duties and span of control. For gaps identified,
we determined root causes and provided recommendations to address the root causes and

gaps.

The second engagement was focused on Information Technology(IT). This engagement to
provide insights on strengthening the agency’s cybersecurity program.

The focus of this engagement included:
e |T policies and procedures.
e IT General Controls (ITGC).
e Process improvements.

Internal audit worked with THC Information Technology to identify strengthening tactics to
improve their cyber security practices.

IV. EXTERNAL AUDIT SERVICES

External audit services procured in fiscal year 2025 consisted of internal audit services
necessary to execute THC’s internal audit plan.

V. EXTERNAL QUALITY ASSURANCE REVIEW (PEER REVIEW)

MJ has been a member of the AICPA since 1987 and is subject to the AICPA’s peer review
process every three years. Issues noted by the peer reviewer were related to another practice
line in the firm and not the risk advisory services practice. MJ developed an action plan to
remediate the deficiencies noted. We provide a copy of our most recent peer review letter
below.
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with you [———
all the way pmsamma ooy

Report on the Firm's System of Quality Control
July 19, 2024

To the Partners
MeConnell & Jones LLP
and the National Peer Review Commities

We have reviewed the system of quality control for the accounting and auditing practice of McConnell
& Joncs LLP applicable to engagements not subject 1o PCAOB permanent inspection in eflect for the
year ended June 30, 2023 Owr peer review was conducted i accordance with the Standards for
Performing and Reporting on Peer Reviews established by the Peer Review Board of the American
Irstitute of Centified Public Accountans (Standards)

A summary of the nature, objecti of, and the d i d in & system
review s deseribed in the Suandards muy hc found a1 wow aicpa. oq;fpﬂmmmry The summary also
includes an explanation of how engagements identified a5 not performed or reported in conformity wath
applicable professional standards, iF any, are evaluated by & pocr reviewer to determine 3 peer review
ratmg.

Firm's Responsibility

The firm is responsible for designing and complying with a system of quality cortrol 1o provide the firm
with reasonable assurance of performing and reporting an conformaty with the requirements of applicable
professional standards in all material respects. The firm is also responsible for evaluating actons. to
m:mpﬂy remediate cngagements deemed a5 not performed or reported on in conformaty with the
d standards, when appropriate, and for remediating weaknesses in

l!s system ufuuulu:y cun!ml, ifany.

Peer Reviewer's Responsibility

Our responaibility i 1o express an opinion on the design of and complance with the finm"s system of
quality comtrol based on cur review

s A~
9 L monea, $11 300
Bsarraa, T THOOK

X
Prose: EMABILRE

WWWLADKF.COM

inder Govermment Auditing
audits of employee benefit

s communicated by the firm,

performance — supervision
the engagements in order for
fion and review on employes
= not adequate causing these
8. As a result. the following

ument their understanding of
they document the linkage
In the audit of a 403(b) plan,
ar audit but did not carry the
review. This caused the firm
1o include observation and
service organization.  In the
ing Standarsds, the firm failed
and population, and rational
his resulted in two emplovee
fessional standards,

it Auditing Standards and
han 60 days afer the report

8 mod been suitably complied
e consistently performed in
wolved discussing areas for
emplovee benefit plans. In

Chpinion

In our opinion. except for the deficiencies previously described. the system of quality control for the
accounting and anditing practice of MeConnell & Jones LLP applicable 1o engagements not subject to
PCACR permancni inspection in ¢flect for the vear ended June 30, 2023, has been suitably designed and
complied with 1o provide the firm with reasonable avsurance of performing and reporting im conlomuity
with spplicable professional standards in all material respects. Fimas can receive a rating of poss. paiy
with deficiencyvies, or fail. McConnell & Joncs LLP has received a peer review rating of pass with
deficiencies.

ADKE,
ADKF, PC.

5. but those reviews were nod
completed timely. As a result, the items noted in Ta and I caused two employee benefit plan
audits and one single audit that did not conform to professional standards.
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VI. INTERNAL AUDIT PLAN FOR FISCAL YEAR 2026

MJ developed the Fiscal Year 2025 Annual Internal Audit Plan based on results of the annual
risk assessment which focused on audit history and speaking with THC leadership. Our
assessment evaluated risk exposures relating to the THC’s governance, operations, and
information systems regarding the reliability and integrity of financial and operational
information; effectiveness and efficiency of operations; safeguarding of assets; and compliance
with laws, regulations, and contracts.

MJ will conduct one audit, one advisory / consulting engagement, conduct follow-up activities
related to prior audit findings, update the risk assessment, prepare the Fiscal Year 2026 Annual
Internal Audit Plan, and prepare the Fiscal Year 2025 Annual Internal Audit Report in
accordance with the Texas Internal Auditing Act. These activities are estimated to require 454
hours. The planned audits, timing and estimated hours are summarized in the table below.

Contract management activities are included in this audit plan under Information Technology.
We have not excluded high-risk areas that have not been audited within the previous five years
from this audit plan.

Fiscal Year 2026 Approved Annual Internal Audit Plan

Audit Description Risk Rating Estimated | Estimate
Act|V|t Timing d Hours

1 |CultureAudit | High | High | Octoberto |

v" Organization Structure December

v" Survey of Employee Engagement 2025
Action Plan

v" Communication Channels

v" Development of Staff

v' Capture of Institutional Knowledge

2 Adopting Artificial Intelligence (Al) High

Adwsory

v Strategy, Vision, Objectives

Value and Feasibility

Opportunities, Risks, Key Success

Objectives

v National Institute of Standards and
Technology (NIST) Al Framework

January to 208
March 2026

AN

Follow-Up on Prior Audit Findings

Compliance

March 2026

15

Update Risk Assessment and FY 2027
Annual Audit Plan

Compliance

July 2026

21

FY 2026 Annual Audit Report

Compliance

July 2026

Audit Communications, Committee
Meetings, Project Management

N/A

All Year

Total

493
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VIl. REPORTING SUSPECTED FRAUD AND ABUSE

Texas Historical Commission includes a link to the State Auditor’s Office website for fraud
reporting at the footer of the Texas Historical Commission website. In addition, on reporting
suspected fraud to the State Auditor is included in the agency’s policies and procedures. These
actions were implemented to comply with:

o Article IX, Section 7.10, the General Appropriations Act (81st Legislature)

e Texas Government Code, Section 321.022.

o Section 7.09, page IX-37, the General Appropriations Act (86th Legislature), and
o Section 7.09, page IX-38, the General Appropriation Act (87th Legislature).

The THC’s Fraud Prevention Policy also includes information on how to report any known,
alleged or suspected fraud or other illegal activities at the THC to management within the
agency or directly to the State Auditor’s Office.

VIIl. SIGNIFICANT INTERIM CHANGES

Interim changes to the annual audit plan may occur from time to time due to changes in
management direction, objectives, business risks, timing of initiatives, and staff availability. In
accordance with The IIA Global Internal Audit Standard 9.4, MJ will communicate any significant
changes of the audit plan to THC’s executive management and present these changes to the
THC Commissioners for review and approval. Notification of significant changes to the Internal
Audit Plan approved by the Audit Committee will be submitted to the State Auditor’s Office.

This annual internal audit report was provided to the THC Commissioners.
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IX. REPORT DISTRIBUTION

This report is being distributed to the following individuals.

Texas Historical Commission Members

Mr. John Nau, lll, Chair
Ms. Monica Burdette
Mr. John W. Crain

Mr. Garrett Donnelly
Mr. Fritz Duda

Ms. Lilia Garcia

Mr. David Gravelle

Mr. Michael Hagee

Ms. Kay Hindes

Mr. Ted Houghton

Ms. Laurie Limbacher
Ms. Catherine McKnight
Mr. Gilbert E. Peterson

Texas Historical Commission

Mr. Joseph Bell, Executive Director
Dr. Carol Egele, Deputy Executive Director

Oversight Agencies

Governor’s Office of Budget Planning and Policy
Legislative Budget Board
Internal Audit Coordinator, State Auditor’s Office

Y
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