
City of Cape Coral City Auditor's Office 

TO: Mayor and Council Members 
FROM: 
DATE: 

Dona J. Newman, City Auditor ~ 
August 5, 2010 \j . 

SUBJECT: Peer Review Report 

Attached you will find the External Quality Control Review report from our 
Association of Local Government Auditors (ALGA) Peer Review. 

Along with their report, which contains a "full compliance" opinion, you will find 
their Management Letter which provides suggestions for improvements for our 
audit operation. We have attached our response to their Management Letter as 
well. 

I am very proud of the audit staff whose work has earned us this right to state in 
our reports that our audits are conducted in accordance with Government 
Auditing Standards. To have gained a "full compliance" opinion (as opposed to a 
"partial compliance" opinion) on our first peer review is quite an accomplishment. 

I will be happy to respond to any questions or concerns you may have about the 
information contained in these documents. 

xc:	 Gary King, City Manager 
Dolores Menendez, City Attorney 
Rebecca van Deutekom, City Clerk 
Audit Committee 
Audit Staff 

POBox 150027
 
815 Nicholas Pkwy.
 

Cape Coral, FL 33915-0027
 
Phone 239-242-3383 Fax 239-242-3384
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P.O. Box 150027
 
Cape Coral, FL 33915-0027
 

Dear Ms. Newman, 

We have completed a peer review of the City of Cape Coral City Auditor's 
Office for the period January 1, 2009 through May 31, 2010. In conducting 
our review, we followed the standards and guidelines contained in the Peer 
Review Guide published by the Association of Local Government Auditors 
(ALGA). 

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. Due to variances in individual performance and judgment, 
compliance does not imply adherence to standards in every case, but does 
imply adherence in most situations. 

Based on the results of our review, it is our opinion that the City Auditor's 
Office of the City of Cape Coral's internal quality control system was suitably 
designed and operating effectively to provide reasonable assurance of 
compliance with Government Auditing Standards for audits and attestation 
engagements during the January 1,2009 through May 31,2010. 

We have prepared a separate letter offering suggestions to further 
strengthen your internal quality control system. 

~ i~f~
 
/Ruthe Holden, CPA, CISA [eon Pattman, CIA, CISA 

Los Angeles County Memphis City Auditor's Office 
Metropolitan Transportation 
Authority 

memberservices@govemment8uditors.org 
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Dear Ms. Newman, 

We have completed a peer review of the City of Cape Coral City Auditor's 
Office for the period January 1, 2009 through May 31, 2010 and issued our 
report thereon dated August 5, 2010. We are issuing this companion letter 
to offer certain observations and suggestions stemming from our peer 
review. 

We would like to mention some of the areas in which we believe your office 
excels: 

• We found the City Auditor's Office has a strong commitment to 
learning. The staff has been actively pursuing professional 
certifications in the past several years. In addition, the City Auditor 
encourages staff to learn new areas; this is exemplified by the high 
number of CPE all staff has obtained in the last two years. 

• The City Auditor's office continually focuses on process 
improvement. It is evident in the work that has gone into the audit 
process, workpaper templates, Source Book and other efficiencies 
noted during the peer review. The City Auditor and her staff are 
passionate about improving their work and complying with the 
standards. 

• The City Auditor's work papers are well organized and easy to follow. 
In addition, there was good attention to detail and the information 
documented demonstrated good professional judgment. 

We offer the following observations and suggestions to enhance your 
organization's demonstrated adherence to Government Auditing Standards 
(GAS): 

www.governmentauditors.org 
mcmberservices@govemmentauditors.org 
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•	 The Source Book does not contain enough information related to certain standards 
to provide adequate guidance to the staff. 

We suggest you update the Source Book to provide more detail related to GAS 
7.13,7.24 -7.27. In addition, policy statements related to GAS 7.65,8.06,8.07, 
8.12 and 8.24 - 8.26 need to be added to the Source Book. We also 
recommend you add standards references to each section of the Source Book, 
which will provide your staff with an easy reference to look up the audit standard 
for the policy they are reviewing. 

•	 GAS have several requirements that must be completed when planning a 
performance audit. GAS 7.11c requires that information systems controls be 
assessed if they are significant to the audit objectives. We found 1 of the 4 
performance audits reviewed did not address information systems controls 
significant to the audit objectives. 

GAS 7.11d requires potential fraud or abuse that are significant within the context of 
the audit objectives be assessed. We found 3 of the 4 performance audits reviewed 
did not contain any documentation in the planning workpapers that discussed an 
assessment of fraud or abuse or the specific audit steps that would be added to the 
audit plan to address these risks. 

GAS 7.11e requires that the result of previous audits and attestation engagements 
that directly relate to the current audit objectives be assessed. We found 1 of 4 
performance audits reviewed did not document any review of prior audits or 
attestation engagements in the planning of the audit. 

We suggest that you develop guidance and templates that will help ensure all 
required elements of planning are completed prior to fieldwork for each 
performance audit. 

We also suggest you consider using an Independent Reviewer's checklist that is 
completed at the end of each phase of the audit (planning, fieldwork, report) to 
ensure that all required elements are completed before the audit proceeds to the 
next phase of the audit. 

In addition, we suggest that your staff complete a government standards training 
course. 
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•	 Clear, objective audit reports are important to provide the reader with a perspective 
on how bad (or not so bad) the issue is that is being reported. It is also important to 
include management's response in all reports to provide an objective and unbiased 
report. 

GAS 8.12 requires that auditors explain the relationship between the population and 
the items tested and GAS 8.16 requires that auditors place their findings in 
perspective by describing the nature and extent of the issues being reported and the 
extent of the work performed that resulted in a finding. We found the report for 1 of 
4 performance audits reviewed did not provide a clear context for the reader to 
understand the seriousness of the finding and did not present the findings in a clear 
context which would help assess the sufficiency of the evidence. 

GAS 8.32 states that including the views of responsible officials' results in a report 
that presents not only the auditors' findings, conclusions, and recommendations, but 
also the perspectives of responsible officials of the audited entity and the corrective 
actions they plan to take. We found for 1 of 4 reports reviewed, the auditor had 
received a response from management, which caused changes to the final report 
issued. The auditor did not include management's response in the final report 
because the report contained no corrective actions requiring a management 
response. 

We suggest that you provide direction to staff on requirements in the 
performance reporting standards by either including additional guidance in report 
templates or in the Source Book. 

In addition, we suggest you provide training to your staff on Government Auditing 
Standards related to performance audit reporting standards. 

•	 When an auditor provides non-audit services, it is very important to make a 
determination before each engagement that the non-audit service will not impact the 
auditor's independence. It is equally important to clearly notify requestors and any 
readers of a report issued by the audit department that the scope does not constitute 
an audit under GAS. GAS 3.20 requires that audit organizations that provide non
audit services must evaluate whether providing the services creates an 
independence impairment either in fact or appearance with respect to the entities 
they audit. In addition, GAS 1.33 states that when performing non-audit services for 
an entity for which the audit organization performs a GAS audit or attestation 
engagement, audit organizations should communicate, as appropriate, with 
requestors and those charged with governance to clarify that the scope of work 
performed does not constitute an audit under GAS. We recognize that 2 of the 3 
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non-audit services that we reviewed were reclassified as non-audit after the work 
was complete. However, 3 of the 4 non-audit services that we reviewed did not 
include any documentation on whether the special project would impair 
independence. All non-audit projects we reviewed did not include a notification to 
management or Council that the report being issued was not an audit. In addition, 
the reports issued looked very similar to the audit reports that are issued by your 
office. 

We suggest that you include in your brainstorming session at the beginning of 
each project, a discussion about the type of project that will be done (ie. non
audit, performance audit, attestation engagement) and the requirements (policies 
and standards) that must be completed for that type of project. For non-audit 
services, this brainstorming should include documentation on which of the 3 
types of non-audit services this project will be classified under GAS 
requirements, as well as documenting that independence is not impaired. 

We suggest you also develop a different looking report template for non-audit 
services so it does not look like an audit report issued by your department. 
In addition we suggest that in your project notification memo related to the non
audit service, language is included notifying the recipients that the scope of work 
performed does not constitute an audit under GAS. 

We also suggest that in any final written report issued by you for a non-audit 
service, you include a statement that the report being issued does not constitute 
an audit under GAS. 

We extend our thanks to you, your staff and the other city officials we met for the
 
hospitality and cooperation extended to us during our review.
 

Sincerely, 

~/ r1~QCi):;Lv 
/Ruthe Holden, CPA, CISA Leon Pattman, CIA, CISA 

Los Angeles County Memphis City Auditor's Office 
Metropolitan Transportation 
Authority 
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August5,2010 

Association of Local Government Auditors 
Gary Chapman, ALGA Peer Review Coordinator 

Dear Gary, 

We appreciate the Peer Review team's work in performing a peer review for our Office 
and for providing suggestions to enhance our demonstrated adherence to Government 
Auditing Standards (GAS). In order to receive the full benefit of your suggestions, we 
plan to take the following steps: 

•	 Add additional information to the Source Book to adequately address GAS 7.13, 
7.24-7.27, 7.65, 8.06, 8.07, 8.12 and 8.24. We will also add standards 
references to each section of the Source Book. We will accomplish this by next 
year. 

•	 To enhance the planning of our performance audits, we will develop guidance 
and templates to ensure all required elements of planning are completed prior to 
fieldwork for each performance audit, implement an Independent Reviewer's 
checklist at the end of each phase of the audit (planning, fieldwork, report), and 
provide complete government standards training for all staff members. We will 
accomplish this by next year. 

•	 In order to provide clear, objective audit reports, we will ensure population size, 
sample size, and error rate are provided and management response are included 
in all reports. We will implement this immediately. We will make appropriate 
additions to the Source Book and will include reporting standards in our 
government standards training for all staff members. This will be implemented by 
next year. 

•	 When performing non-audit services we will notify all requestors and readers that 
the engagement is not an audit under GAS. At the beginning of each project 
undertaken by our Office, we will include a discussion about the type of project 
that will be done and the applicable standards to that type of service. In addition 
we will create a different looking report template for non-audit services reports 
and include a statement that the report being issued does not constitute an audit 
under GAS. We will implement this immediately. 

City Auditor's Office· City of Cape Coral· P.O. Box 150027· Cape Coral, Florida 33915-0027
 
Street Address· 815 Nicholas Parkway· Cape Coral, Florida 33990
 

(239) 242-3380 • (239) 242-3383· Fax (239) 242-3384· WVvW.capecoral.net
 

Co-County Seat-Lee County, Florida 
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We found our review team, Ruthe Holden and Leon Pattman, to be professional and 
efficient and we appreciate this valuable service that is provided by ALGA 

Should you have any questions, my direct line is (239) 242-3380 or email 
dnewman@capecoral.net. 

Sincerely, 

Dona J. Newman, CIA, CGFO 
City Auditor 

City Auditor's Office· City of Cape Coral· P.O. Box 150027· Cape Coral. Florida 33915-0027
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