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INTRODUCTION
In a recent peer review, the Berkeley City Auditor’s Office was found to be in full compliance
with Government Audit Standards for Fiscal Years 2004 through 2006. Undergoing peer review
is a requirement of Government Audit Standards. Conformance with the standards is required by
City Charter Section 61 and Berkeley Municipal Code Chapter 2.24.
BACKGROUND
Improving accountability for public resources is the key mission of the City Auditor’s office. In
turn, the office’s peer review is an important component of holding the City Auditor accountable
for producing consistent and credible audit reports. Peer review helps maintain an office
established on a firm foundation of professional competence.
To enhance the Audit Office’s accountability and effectiveness, we asked the voters to amend
the Charter in 1998, to require these peer reviews, by adopting comprehensive Generally
Accepted Government Auditing Standards (GAGAS) issued by the U.S. Comptroller General’s
Government Accountability Office (GAO). Then, in October 2006, Council adopted the
Auditor’s recommended changes to the Berkeley Municipal Code (BMC). These changes
provided additional safeguards and transparency. First, they made explicit the duties of the
office, and the expectations Council and the public should have for audit effectiveness,
regardless of who is in office. Secondly, the BMC now includes a requirement that peer reviews
be issued to Council.
CURRENT SITUATION AND ITS EFFECTS
The reports from the 2006 peer review are attached. The reviewers awarded our office the
highest rating possible for quality and professionalism and praised the qualifications of our staff,
cost-effective use of internal training for professional development, usefulness of our written
policies and procedures, and our commitment to following Government Audit Standards.
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The reviewers gave our office an unqualified opinion. The Opinion Letter states “We reviewed
the internal quality control system of your audit organization and conducted tests in order to
determine if your internal quality control system operated to provide reasonable assurance of
compliance with Government Auditing Standards issued by the Comptroller General of the
United States...it is our opinion that the City Auditor’s Office’s internal quality control system
was suitably designed and operating effectively...”
Audits selected for review included the Citywide Contract Compliance Audit, Seniors and
Disabled Home Rehab Loan Program Audit, Parking Enforcement Audit, Business License Tax
Review, and Impact of Medi-Cal Provider Rate Reduction.
Each of our previous peer reviews resulted in a number of recommendations for improvement,
all of which have been implemented. The auditors are pleased to report that, this year, only one
recommendation was made. It has already been implemented.
Peer review recommendations from previous years have significantly helped our office to
increase our effectiveness. Key recommendations previously implemented by our office, thanks
to votes of the City Council to adopt modified budgets or to amend legislation included:
•

Changes to the City Charter to require funding and authorization of the audit function as
well as the requirement that the auditors adhere to Government Audit Standards

•

Provision of funding for training for staff auditors

•

Purchase of specialized audit software to increase efficiency and persuasiveness of audit
work. The new audit software (ACL) is currently being used for revenue identification as
well as for other performance audits and internal control (fraud prevention) activities.

No Council action is required in order for the City Auditor to complete implementation of the
recommendation in the attached report, which has already been implemented.
CONTACT PERSON
Ann-Marie Hogan, City Auditor
Office of the City Auditor, (510) 981-6750

Attachments:
1: Peer Review Opinion Letter
2. Peer Review Management Letter
3. Peer Review Response Letter

Page 2

