
City of Cape Coral City Auditor's Office 

TO: Mayor and Council Members 1\ .vv.. t 
THRU: Dona J. Newman, City Auditor ~ ~\J rwu 
FROM: Margaret L. Krym, Assistant City Audito 
DATE: September 14, 2010 
SUBJECT: Final Follow Up of FY2009 Take Home Vehicle Audit 

Management has rescinded all commuting use of City owned vehicles as of October 1 
and has engaged a consultant to review the management of the City's fleet of vehicles. 
On September 2, we met with this consultant and agreed to support his efforts, as 
requested, by providing non-audit services to him and his team. At that meeting, we 
reviewed the implementation status of the agreed upon action items from the original 
Take Home Vehicle Audit Report and discussed the associated underlying risks. 

It is our understanding that the Consultant and his team will be recommending system 
wide changes for fleet management and therefore we believe that any further follow up 
work on the specific agreed upon action items from the Take Home Vehicle Audit may 
become redundant. 

Therefore, we submit the following summation of our follow-up efforts as a conclusion to 
this audit effort. 

In March of 2009, we issued the Take Home Vehicle Audit Report and in December of 
2009, we issued a Follow Up Interim Report on the status of the 24 agreed upon 
Management action items identified in the original report. The focus of the original 
engagement was specifically on personal use of City owned vehicles (which included 
commuting). The scope of work excluded sworn Police and certified Fire personnel. 

The objectives of the audit addressed personal usage of City owned vehicles as follows: 
•	 Ensure sufficient policies are in place and are being adhered to by City 

employees. 
•	 Ensure that the City's policies and practices are in compliance with current IRS 

regulations regarding employer-owned vehicles being driven home by 
employees. 

•	 Ensure that costs incurred by allowing employees to take City-owned vehicles 
home are justified and balanced against the benefits received. 

During the engagement, we encountered issues that prevented us from providing 
positive assurance on any of these objectives. 
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Since March of 2009, Management has endeavored to resolve many of these action 
items and has made significant progress including the implementation of a revised 
Administrative Regulation (Use of Vehicles by City Employees) and the installation of 
new fixed asset software, which has allowed them to identify vehicles in a unique class 
and generate listings of vehicles more efficiently. 

Although progress has been made, we are aware that some of the risks identified in the 
original audit report are still present. These include the following: 

•	 The risk that Management may not be able to properly account for the City's 
fleet of vehicles and the costs associated with that fleet. Management has 
designated the database in the JOE software system as the official listing of 
vehicles and they are still relying on the Fleet database to assign fuel and 
vehicle maintenance costs to the various departments. These two databases 
are supplying information to Financial Services for accounting purposes and 
they are not reconciled. Management expects to complete a second phase of 
JOE software installation, which will address this concern. 

•	 The risk that Management lacks adequate data to enable them to measure and 
manage the utilization (personal and business) of vehicles economically, 
efficiently, and effectively. Data regarding vehicle utilization is not necessarily 
retained in ways that can be utilized to measure, analyze, and justify vehicle 
assignments. 

•	 The risk that the City could be prohibited from using either the Commuting 
method of valuation or the Safe Harbor Substantiation Rule. The IRS requires 
that the City have in place some form of internal control (like usage logs or 
usage reporting) to demonstrate compliance to a "no personal use policy". 
Documentation would provide evidence that vehicles are being used in 
accordance with the City's policies. Without controls in place, it is possible the 
IRS could challenge the City's use of these reporting methods. 

Attached to this report is a detailed grid of the 24 agreed upon action items from the 
original report. (Attachment A) This document details a chronological dialogue between 
the Audit Office and Management as to the status of each action item. Management's 
latest response was as of May 2010 and predates the recent change in leadership 
within the City. At that time, it was indicated that all the action items had been 
completed. We have not verified this progress reported by Management. Specifically: 

•	 Audit has not reviewed the processes for updating and posting changes to the 
two fleet databases. Neither have we reviewed any controls that may exist within 
these processes to ensure the integrity of the data. 
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•	 Audit has not reviewed the process defined by Management to assure them that 
all personal usage data is captured and reported to Financial Services for W-2 
reporting. 

•	 Audit has not verified compliance to the new Administrative Regulation #2. 

xc:	 Gary R. King, City Manager 
Carl Schwing, Assistant City Manager 
Dolores Menendez, City Attorney 
Rebecca van Deutekom, City Clerk 
Chuck Pavlos, Public Works Director 
Linda Senne, Interim Financial Services Director 
Wayne Howard, Human Resources Director 
Audit Committee 


