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Office of the City Auditor
INFORMATION CALENDAR
February 19, 2013

To: Honorable Mayor and Members of the City Council
From: Ann-Marie Hogan, City Auditor
Subject: 2012 Peer Review: Audit of the City of Berkeley Auditor’s Office

INTRODUCTION

The 2012 peer review of the City of Berkeley Auditor’s Office found our office to be in
full compliance with Government Auditing Standards’ issued by the Comptroller
General of the United States. The City of Berkeley Auditor's Office was awarded the
highest rating possible for quality and professionalism.

CURRENT SITUATION AND ITS EFFECTS

Auditors from Long Beach, California, and Denver, Colorado, performed a peer review
of the City of Berkeley Auditor’s Office. The Association of Local Government Auditors®
coordinated the audit and selected the independent peer review team. The auditors
reviewed our internal quality control system and performed procedures to determine
whether our quality control system provided reasonable assurance of compliance with
Government Auditing Standards for the period November 1, 2009, through October 31,
2012. The City Charter requires that our audits be conducted in accordance with
Government Auditing Standards.

The peer reviewers identified the following areas in which our office excels:
e Dedication to improvements, achieving efficiencies, and meeting standards
e Enhancing quality control and efficiencies by moving to electronic work papers
e Earning a high level of trust and operating professionally and collaboratively

The management letter from the peer reviewers (attached) suggested that the office
improve our documentation of challenges to independence, and improve documentation
of planning and evidence for revenue audits. The reviewers also commented verbally on
our office’s “very limited training budget”. They suggested that adequate training funding
should be made available to ensure the auditors obtain training that maintains or
enhances their professional proficiency, as required by Government Auditing Standards.

The City Charter requires our office to follow those standards.

! http://www.gao.gov/yellowbook

2 hitp://algaonline.org/

2180 Milvia Street, Berkeley, CA 94704 o Tel: (510) 981-6750 e TDD: (510) 981-6903 e Fax: (510) 981-6760
E-Mail: auditor@CityofBerkeley.info Website: http://www.CityofBerkeley.info/Auditor
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2012 Peer Review: Audit of the City of Berkeley Auditor’s Office INFORMATION CALENDAR
February 19, 2013

Peer review recommendations from previous years have significantly helped our office
increase our efficiency and effectiveness. These recommendations ranged from
changes to the City Charter to require funding and authorization of the audit function
and adherence to Government Auditing Standards, to augmenting our budget to
purchase specialized audit software (ACL), used most recently in performing the audit
Business License Taxes: Providing Better Guidance and Customer Service Will
Increase Revenues. >

The City Auditor’s Office has consistently passed our peer reviews (received an
unqualified opinion) since our first peer review in 1997.

BACKGROUND

To enhance the City of Berkeley Auditor’s Office’s accountability and effectiveness, the
City Auditor proposed, and the City Council and Berkeley voters approved, an
amendment to the City Charter that requires our audits to be performed in accordance
with Government Auditing Standards. These standards require us to receive a peer
review once every three years.

Government Auditing Standards help ensure that government auditors maintain
competence, integrity, objectivity, and independence in planning, conducting, and
reporting their work. Auditors enhance their credibility by following standards so their
work can lead to improved government management, decision making, and oversight.

The mission of the City Auditor’s Office is to provide independent oversight of City
operations and to be a catalyst for improving City government. Our audits provide the
City Manager, City Council, and the public with objective, timely, and accurate
information about City program performance. Our audits help make government more
accountable.

POSSIBLE FUTURE ACTION
The City Auditor might request additional funding for training for auditors in the future.

FISCAL IMPACTS OF POSSIBLE FUTURE ACTION
Less than $10,000.

CONTACT PERSON
Ann-Marie Hogan, City Auditor
Office of the City Auditor (510) 981-6750

1: External Quality Control Review Opinion Letter
2: External Quality Control Review Management Letter
3: City Auditor response to Management Letter

3 http://www.ci.berkeley.ca.us/uploadedFiles/Auditor/Level 3 -
General/BLT%20Revenue%20Collection%20Audit Final(1).pdf
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 November 8,2012"

- Ann-Marie Hogan, City Auditor
© - Cily of Berkeley City Auditors Qﬁ‘ice -

2180 Milvia Street -

o .Berkeaey, CA 94?04

: Dea; Ms Hogdn

We have compieied a peer rew?w of tha. Caty of Berkeiey Clty Aucﬁttors Offi ice: for the penod S

- November 1, 2000 through- Ootober 31, 2012, In. conducting our review, we followed the =
standards and guidelines contained in the Peer Rewew (;rwde pubilshed by ihe ASSOGiatIOh of

N

Loca? Government Aud:tors (ALGA)

We rev:ewed ihe mternai qual:ty controi system of ycur audst orgamzatson and conducted tesis

in - order to determine whether your internal quality confrol system operated to' provide _
reasonable -assurance of compliance with Government Audifmg Sfandards issued by the L

Comptro!ler Generai of the Umted Staies Our procadures included

- Revi ewang the audii orgamzatlon ) wr:iten poizc;es and pracedures

) Reviewing the internatl monitoring procedures.

- Reviewing & samiplé of audit angagaments and workmg papers Do
‘Reviewing documents related o mdependence ‘tra%nmg and deve!dpment of audst staff

L I T

- compiiance waﬁh reievant quahty control pcl;c;es and procedures

Dus to vanances in mdw:dua! peﬁormance and Judgment mmpi:ance does not lmpiy
adherence tc standards in every case, but dees ;mpiy adherence ir most s:tuahons

Based on !he resuits of our rev:ew it i our opm;on that the City of Berkeiey C:ty Auciitors -: s
Office’s, internal quality controf system was suitably designed and’ operating effectively to .- -
provideé reasonable assurance of compliance with. Government Auditing Standaids for audits -

anci attestation engagements dunng the persod November ’i 2009 through Oc:tober 31 2012

We have prepared a separaie ietter offermg suggast:ons to further strengthen yaur sntarnai
quality- controi sysiem : _ : _

.\'\.:._._I.-.... .I.'
: 'JanetiDay :
. Deputy City | Aud;tor Rei;red o & | Sehnior Auditor - -
Office of the City Auditor ST L Office of the City Auditor

: CityoflongBeach.~ - ..~ . . Cityand County of Denver_(:oiorédo - |

449 Lewm Harget‘{f 1:rcc S! ite 290 Lax;‘"gtm IQY 40‘303 Phonc (859) 275 1')686 Fax (359} 2"8@59? .
e nLcrscrv;ces@govemme'itaud}tm orgw www povemmentauditars org -

“interviewing auditing staff and management io assess thelr undersiandmg of, and o
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" November9,2012 .

- Ann-Marie Hogan, City Auditor -~
© . City of Berkeley- C:ty Auditors Office
- 2180 Milvia Street - - _
'_Berkeiey, C';A 94?04 _:-ﬁ o :

Dear Ms Hogan

period . November 1, 2008 thraugh Qctober 31, 2012 and issued. our: reporf thereon dated _
. MNovember 9 2012. We are issuing’ this ccmpaman iettar tor offer certain observaiions and e
o suggestsons stemmmg f’rom our peer rewew : o _ '

We wauid iake to mentscn same s of %he areas m which we beheve your off“ ice: exceis o

SRR ensury consrstency in practice.”

s The Offfce is dedicated to lmprovmg processes o achieve eﬁsc:enc;e& 88 weii as -

We have comp!eted 2 pesr review of the. City of Berkeiey Clty Audztors Office (Offsc:e) for the S

o ensuring that. the 'organization- complies with the recent changes in the revised 2011 . -

- Government Auditing: Standards (GAS). Policies and: Procedures have been revised to - o

""-_meet standards and are updated and refined as audit processes are enhanced, Policy -

- and-Procedures updates are cemmumcated to the aud;t ieam members reguiariy to- _.

) .'_The Offaces transetion to eiectron 4 work papers for ait new audats has enhahced the -

- audit quality control system by facilitating stipervisory review of audit work throughout = &
o the engagement, In conjunction with this iransition, the Office has: developed glectronic

- forms: that have improved the work flow and ensured consistericy in work paper .
. j'.documentat:on whaie reduc ing the need for paper and siorage costs for hard copy audit .
-"faies _ _

Y The Oﬁice opsrates in a very profess:ona! and coiiaboratave manner Management

mdacatsd Ehat therei is 3 hzgh level of trust i =n tne Off:ce :

We offer | ihe fcﬁowrng obsewaticns and suggestsans to enhance yaur organization s
demonstrated adherence 1 15) Govemmem‘ Azzd;tmg Standards (PAS) S _

' : _.'e Standard (GAS 3.59) requires the “suditor to docuient threats to andependence that 0 o
. require the application of safeguards, along with safeguards applied, in accordahce with . 7

S the conceptual framework for independence as required by paragraph 3.24. Auditors .
should. apply the conceptual framework at. the audit organization, audit and individual
auditor level to: ay :dentrfy threats to mdependence b). evaluate the szgmficanﬁe of the

. threats identified both individually and in. the aggregate; and, ¢) apply safeguards . . L

. necessary o e!amanate ihreats or reduce theny tu an accaptabie level. (GAS 3 0? 3.08)

449 Leviis Harge!t Circle, Suite 2)0 vagtm KY 4{}!50‘* Phone! 8“9) 2‘?6-%'3" I‘ax (8‘59) 273 {}50:
1nembc;semvas@gwmmentaud:tars org a www Bover nm»n‘auditm % our



o The Csty Audrtor is mandated by Gsty Charter sectaons 61 and 65 to perform various ncn—’

audit services that include: reviewing, countersigning, numbering, and regsstenng ail caty S

'---agreements (contracts} after the C:ty Manager or designee has signed, examining all

. City paynients and payrolis befors issuance; and signing all City checks with the City

"7 Manager as co-signer, The Office directs the Payroll Audit division, and is respon«aabie"-
for certam centrai;zed payroii fmc:t:ons of the' Citys decentraiszed‘ payroil syatem '

: .These mandated nenaudat services may smpair audster mdependence i fact of.in
- - appeararice. In order to m;iigate those threats, the auditor must document mdependence'

. -gonsiderations to. provide evidence of the auditors ;udgmenﬁs in formmg conclusacns - :

regardmg sndep@ndence requ;rements S

- "Suggestion The Oﬁice has developed nonaudat sefvice tempiates as part of their': '_ .
- revised policies and procadures manual and should make it a priority to use the_"
templates o document the Office’s’ assessment of mdependence cons:derations :n_

oo : acaordanca wsth GAS for. manda’ted nonaudat services. EER

o ' Standards 6 06 8.1 0 {GAS) requsre auditors to pian and document work necessary tc o
7 defihe audit objectives, scope and methodciegy and promde reasghable agsurance that
0 sufficient- and appregriate evidence: suppor‘s conciusmns In -addition, auditors shau!d.-__-

“ dosument their agsessient that evidence taken as a whale is sufficient and appropriate | SR

. for addressing audit objectives and supperting findings and conclusions (GAS 8.58). The -
- Business License Tax (BLT) annual report for FY 2010 cited compliance. with GAS. . .
- However, pianmng pmcedures and overall assessmeﬁt of ewdence Were not adequate[y._ -

_do:,umenied m thase audits

_ '_Suggestion Ensure BLT audlts are performed in compuance wsth GAS paﬁacuiarly zn the o
© o areas of piannang and overaii assessment of ev:dence T _ _ s

We extend our thanks 1o yau your staff and the a‘ther Gity- cﬁ:csa!s wa met for'the hospitaiaay and _
coeperatzon extended io us durmg our revsew - : S o

Smcereiy, '

,,..P.v-—«_‘,_

\, S
/Z\

Janeti Day a 0 FAnnaHansen

. Deputy City Auditor, Retzred T  Senior Auditor.
. Office of the Clty Auditor . .~ .~ Officeof the G}tyAuditor

 CityoflongBeach Cley and Couniy of Denver, Caiofado o
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. f-OfflceeftheClthuditer e S -
j.AnP Mar;e riogar’;, CiWAudt{ar

o -_"November 19 2012

Ms Janet Day, Deputy City Auditor Rei:red Clty of Long Beach Cahforma
s, Anna Hansen, Senior Auditor, City and County of Denver, Colorado.
© . Ms. Wendy Sfmeon Pser Rewew Ceordmator C:Ey of Phoamx Arszona '
Associataon of Locai C-iovemment Auditars :

'_-'_;.'Daar ALGA F‘eer Revsew Team S

- _The Cpty of Berke!ey aud;tors are pieased that the Assocsation of Lcscai Govemment Audstors quai;ty o

o contrs review of our office has onde again resuited in-an unquatifisd opinion regardmg our sysfem of -

internal quality confrol and owr compliance with Government Auditing Standards issued by the

S cgmpiroliar Generai of the Unated Stafas W8 Government Accountabihiy Offica no

Your management !eiter :ndentlﬁed the foiiowmg key areas m which you beiieve aur cffsce exceis "

e Our dedicatmn to mcreasmg tha eff;c;ency af our work as weii as to gnsurrng that our work
complses w;th the new!y re\nsed Govemmenf Audiﬁng Sfandards L

e Our irans:t:on to e}ec‘smmc work papers reducing paper and storage costs 48 wsﬂ a8 enhancmg
'quai:ty controi S : _ N O e ST

o . .-Yaur observation that the Off ice operates ina \!ef}‘ professmna? and coiiabo ratsve manner, and
o testimony from Management as to the hagh !evei of trust n the Oﬁ’ica :

- We aiso p!an i‘o smpiement your suggestaon that we use our new nanaudst services tempiate io

: -'-.--_'thoroughiy documant: mdependence congiderations, and to-ensure that planning procedures and overail o
_ .assessment of avadence are thorough!y documented n work papers for re\fenue audlts o

T We Méﬁftézléx{éhd @utztﬁéhks-io the Peer Review Team for yd{jr'.iirﬁe}'éhd cshs’tr;u;ﬁtivé"ccmme'ntfs'.f e
- Sincarely, .

Ann»-i‘w‘!ane Hogan GstyAudatcr ’ L
Cr{y of Eerkeiay S

2180 Mi[wa Street, Berkeley ca 94704 ¥ Yel.: (510} S8 1 6?‘5(3 & TOD: {513} 951 6803 ¢ Fax: {sm} 98‘[ 6760 o
_ E mail: 3 l,dntor@rig;_yg hg kelag info + Web: wivw, citvafberkgf,ev lnfﬁ,fadditer _









