1015 Cultural Park Bivd.
Cape Coral, FL

AGENDA

MEETING OF THE CITY OF CAPE CORAL AUDIT COMMITTEE

January 25, 2017 3:00 PM Conference Room 2006

1. Meeting called to order
A. Chair Gaillard
2. ROLL CALL
A. Gaillard, Hiatt, Sawicki, Stevens, and Wolfson
3. APPROVAL OF MINUTES
A. December 21,2016 meeting
4. BUSINESS

A. Public Input
B. Election of Chair and Vice Chair

C. Update on Selection of New City Auditor - W.D. Higginbotham,
Mercer Group

D. Peer Review Report - City Auditor Krym
E. City Auditor Update Report - City Auditor Krym

5. Member Comments
6. Time and Place of Next Meeting

A. Wednesday, February 15, 2017, 3:00 p.m. Conference Room 2006
7. Motion to Adjourn

In accordance with the Americans with Disabilities Act and Section of

286.26, Florida Statutes, persons with disabilities needing special
accommodation to participate in this meeting should contact the Office of




the City Clerk at least forty-eight (48) hours prior to the meeting. If hearing
impaired, telephone the Florida Relay Service Numbers, 1-800-955-8771
(TDD) or 1-800-955-8770 (v) for assistance.

If a person decides to appeal any decision made by the
Board/Commission/Committee with respect to any matter considered at
such meeting or hearing, he will need a record of the proceedings, and for
such purpose, he may need to ensure that a verbatim record of the
proceedings is made, which record includes the testimony and evidence
upon which the appeal is based.
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MINUTES OF THE MEETING OF THE
CITY OF CAPE CORAL AUDIT COMMITTEE

Wednesday, December 21, 2016
CONFERENCE ROOM 2006 3:00 P.M.
The meeting was called to order at 3:00 p.m. by Chair Gaillard.
ROLL CALL: Gaillard, Hiatt, Sawicki, Stevens, and Wolfson were present.

ALSO PRESENT: Margaret Krym, City Auditor
Monte Vavra, Deputy Financial Services Director
Laura Tanner, Financial Services Senior Accounting Manager

Approval of Minutes: November 16, 2016 meeting

The minutes from the Audit Committee meeting of November 16, 2016 were presented
for approval.

Committee Member Sawicki moved, seconded by Committee Member Hiatt to
approve the minutes as presented. Voice Poll: All “ayes.” Motion carried.

BUSINESS

Public Input
No speakers. '

City Auditor Update Report — City Auditor Krym

City Auditor Krym went over the Update of City Auditor's Office Activities, 11/17/16
through 12/20/16 dated 12/20/16 which was emailed to the Commlttee yesterday and
posted online. They included the following:
e Completed
In Progress — Outside Auditors
In Progress — Internal Staff
Other
FY 2017 YTD Follow Up Action Register
Professional Development
Focus for the next period

Discussion held regarding the process of completed audits being discussed at these
meetings.
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Discussion held regarding CDBG (Community Development Block Grant) and Financial
Services pertaining to internal controls for a possible Veterans Affairs voucher program.

City Auditor Krym went over the Implementation Status ‘of Audit Report
Recommendations as of 12/20/16.

Discussion held regarding management adcepting risks for recommendations.

Discussion held regarding how the Audit Committee started in 2008 and has support
from Council and the City Manager,; full staffing in the City Auditor's Office: four auditors.

City Auditor Krym commented on the interview process for the next City Auditor.
January 6% is the deadline for receipt of applications. As of this date, there are seven
applicants. Staff has notified Council of potential dates for Council to meet to pare
down the list. An email was sent to the Committee regarding the timeline.
Discussion held regarding whether or not the City Auditor would sit in on the interviews.
Discussion held regarding what was important to look for in a replacement.

2017 Meeting Schedule

Discussion held regarding the 2017 meeting dates.

Chair Gaillard stated she could not attend the meeting in January.

Committee Member Sawicki stated she could not attend the January and July meetings.

Discussion held regarding changing the date of the January 18t meeting to January
25th,

Committee Member Hiatt stated she could not attend the meeting in June.

Chair Gaillard stated the June 215t meeting will be changed to June 14,

Committee Member Stevens stated he had a conflict with the May 17" meeting.

Chair_Gaillard stated the meeting schedule will have three changes: January 25%
instead of January 18t May 10%" instead of May 17%; and June 14" instead of June
21st: the July meeting will be left as is and most likely will be cancelled

Committee Member Hiatt noted she would not be able to attend the meeting in August.

Committee Member Wolfson requested an email regarding the 2017 meeting schedule.
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Recording Secretary Kerr stated she would send out an email to the Committee with the
2017 meeting schedule, as well as sending out a meeting request through Outlook.

Chair Gaillard asked for a motion to approve and accept the changes with the three
modifications.

Committee Member Hiatt moved, seconded by Committee Member Wolfson to
approve the 2017 meeting schedule as amended with three changes. Voice Poll:
All “ayes.” Motion carried.

Member Comments

Committee Member Sawicki provided a copy of her attendance record for the past three
years on the Audit Committee.

Chair Gaillard welcomed new member Stevens.

Committee Member Stevens provided some of his background.

Time and Place of Next Meeting

The next meeting was scheduled for Wednesday, January 25, 2017, at 3:00 p.m. in
Conference Room 2006.

Motion to Adjourn
There being no further business, the meeting adjourned at 3:43 p.m.

Submitted by,

AU

Barbara Kerr
Senior Recording Secretary
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Association of Local Government Auditors

January 12, 2017

Margaret Krym, City Auditor
1015 Cultural Park Boulevard
Cape Coral, FL 33990

Dear Margaret Krym,

We have completed a peer review of the City of Cape Coral City Auditor's Office for the period October 1, 2013 —
September 30, 2016. 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 whether 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.
Our procedures included:

Reviewing the audit organization's written policies and procedures.

Reviewing internal monitoring procedures.

Reviewing a sample of audit and attestation engagements and working papers.

Reviewing documents related to independence, training, and development of auditing staff.
Interviewing auditing staff, management, and members of the Audit Committee to assess their
understanding of, and compliance with, relevant quality control policies and procedures.

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 of Cape Coral City Auditor’s Office
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 period October 1, 2013 — September 30, 2016.

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

Shirley McFadden, CPA, CIA,
CGAP CGMA
City of Raleigh City of Chattanooga

449 Lewis Hargett Circle, Suite 290, Lexington, KY 40503, Phone: (859) 276-0686, Fax: (859) 278-0507
webmaster(@nasact.org = www.algaonline.org
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January 12, 2017

Margaret Krym, City Auditor
1015 Cultural Park Boulevard
Cape Coral, FL 33990

Dear Margaret Krym,

We have completed a peer review of the City of Cape Coral City Auditor’s Office for the period October 1,
2013 — September 30, 2016 and issued our report thereon dated January 12, 2017. 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:

« Commitment to the Standards — The Office’s policy and procedures manual is very comprehensive
and directly aligns to generally accepted government auditing standards and some other professional
standards are also referenced. Each employee has a copy of the manual readily available and can
speak to the expectations of the office to follow the standards outlined in the manual. Each member
of the office spoke to the commitment to achieving standards and how staff meetings are often times
used to address and discuss changes and updates.

e Dedication to Staff Professionalism — The Office of City Auditor encourages and supports staff pursuit
of certifications and continuing education classes to maintain and enhance the skills and abilities of
the office and its auditors.

¢ Commitment to Continuous Improvement — Prior peer review recommendations were implemented in
a timely manner and resulted in process improvements that were reviewed this peer review period
and related to the way nonaudit services are managed. Discussions regarding current peer review
recommendations have been embraced by management and staff.

We offer the following observation and suggestions to enhance your organization’s demonstrated
adherence to Government Auditing Standards:

e Standard 3.94-3.95 requires the audit organization to perform monitoring procedures that enable it to
assess compliance with applicable professional standards and quality control policies and procedures
for GAGAS audits. The results should be assessed annually with identification of systemic or
repetitive issues and corrective action. The City Auditor’s Office (CAQ) policies and procedures
require it conducts a self-peer review prior to obtaining an independent peer review. CAO also
completes an independent review of each audit to assess compliance with the standards. However,
the self-peer review is only required every three years and overall results of the independent reviews
are not monitored.

We recommend CAQ establish policy and procedures to monitor the organizations compliance with
standards annually.
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e Standard 2.23 requires the audit organization to cite compliance with generally accepted government
auditing standards (GAGAS) in the auditors’ report only when they are required to perform audits in
accordance with GAGAS or when they are representing to others they did so. The compliance
statements that should be cited are identified in Standard 2.24. The reports issued by CAO do not
consistently comply with reporting requirements:

o Follow-up reports state they are conducted in accordance with GAGAS. However, the
procedures used for follow up do not comply with GAGAS and the resulting report should not
include this statement.

o One attestation engagement was performed. The compliance statement used includes
additional commentary that is not part of the required compliance statement.

o Four audit reports were issued during the period under review. Three of the compliance
statements include additional commentary that is not part of the required compliance
statement. The other report includes a summarized version of the compliance statement.

We recommend CAQO establish procedures which ensure the required GAGAS compliance statement
required to be cited is correctly stated and utilized for each engagement. CAO policy should also be
updated to identify what types of engagements require the GAGAS compliance statement.

e Standard 5.01 requires the audit organization to comply with the American Institute of Certified Public
Accountants (AICPA) general attestation standard on criteria, the field work and reporting attestation
standards, and the corresponding statements on standards for attestation engagements. CAO policy
and procedures state that attestation engagements will not be conducted but one attestation
engagement was issued during the peer review period. The policies used to guide this engagement
stated that attestation work should be done in accordance with the AICPA standards but the AICPA
requirements are not specifically identified in the policy manual and there is no evidence in the
workpapers that additional AICPA requirements were applied.

We recommend the CAQ policies and procedures that address attestation be updated. The policies
should either be updated to address the AICPA requirements or removed if they are no longer
relevant to the types of engagements delivered by CAO.

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,

Shirley McFadden, CPA, CIA, Barry Teague, CPA, CFE,
CGAP CGMA
City of Raleigh City of Chattanooga

449 Lewis Hargett Circle, Suite 290, Lexington, KY 40503, Phone: (859) 276-0686, Fax: (859) 278-0507
webmaster@nasact.org s www.algaonline.org
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City Auditor’s Office Update
January 25, 2017
Page 2 of 3

e Police Annual Review of Property & Evidence Procedures — 2016 — Internal Staff:
A draft report is in progress and nearly complete.

e UEP North 2 Contract Labor Rates Audit — Internal Staff: In progress.

Other
e Attended City Council meetings and City Manager’s Director Staff meetings.

e Participated in the City Manager meetings regarding best practices for the Charter
School Authority.

e During the period 12/21 — 1/25, the City Auditor’s Office staff had paid leave and
holiday time accordingly: 32 hours — City Auditor, 72 hours — Assistant City Auditor,
24 hours — Senior Auditor, 88 hours — Senior Auditor, 42 hours — Senior
Administrative Specialist.

e Reviewed applications and met with the Mayor and The Mercer Group regarding
the applicants for the City Auditor position.

FY 2017 YTD Follow Up Action Register:
See Attachment A as of January 25, 2017.

Professional Development:

Department staff attended the following training webinars and seminars during this period.
Audit standards require all members of the audit staff to achieve continuing education
credits each year.

- ~5 | 8,8 88 58 Eég
Training program Sponsor 0% g 0% S = S =] S 24
< 2 < 9 n<g <o
Ethics IIA Chapter 1 1 1 1 1
The Election’s Over, Now What? Understanding
Washington’s Agenda for Public Policy Change A 1
in 2017
Total CPE’s earned (hours) 1 1 1 2 1

Focus for the next period

The City Auditor and staff:
¢ Internal staff will:

o0 Prepare an orientation package for the soon to be hired new City Auditor.
0 Bring current internal audit projects to conclusion.
o Facilitate Clifton Larson Allen audits in progress.

e Continue tracking of follow up action items.
















City of Cape Coral

City Auditor's Office
FY2017 - Audit Plan Status Report

Attachment A

Audit Resource

Status 12/31/16

1 |Police - Special Operations Bureau: Confiscations Federal & State Internal staff Not Started
2 |Community Development - Code Compliance Division Internal staff Not Started
2 [City Clerk's Office - Records Management Review Internal staff Not Started
3 |Utilities - Capital Projects - Contracts Internal staff Not Started
4 |Financial Services - Workers' Compensation Insurance Fund Internal staff Not Started
5 |IT - Department wide Risk Assessment Internal staff Not Started
6 [Peer Review External Not Started
Financial and Pension Audits - Year ending 9/30/2016 and year
ending 9/30/2017
7 |City - External Financial CAFR Audit - FY 16 (9/30/16) External In Progress
8 |Charter School - External Financial CAFR Audit - FY 16 (6/30/16) External Completed
9 |General Pension Trust Audit - FY 16 (9/30/16) External In Progress
10 [Police Pension Trust Audit - FY 16 (9/30/16) External In Progress
11 [Fire Pension Trust Audit - FY 16 (9/30/16) External In Progress
Follow Up Audits
Follow Up - Internal Controls - Fuel and Parts Acquisition, Monitoring,
12 [Disbursement and Usage Internal staff Not Started
13 [Follow Up - Timekeeping Audit Internal staff Not Started
14 [Follow Up - Human Resources Department Audit Internal staff Not Started
15 [Follow Up - Pension Plan Census Data Internal staff Not Started
Carry over from FY 2015
16 |Follow Up ITS Security Assessment (Confidential) Internal staff In Progress
17 [Public Works - Road Resurfacing Contracts Internal staff In Progress
18 [Utilities - Capital Projects - Contracts Internal staff In Progress
19 [Charter School - Internal Funds Audit Outsourced In Progress
20 |UEP Capital Projects - UEP North 2 Contract Labor Rates Audit Internal staff In Progress
Special projects as may be requested
21 |Police Annual Review of Property & Evidence Procedures 2016 Internal staff In Progress
22 |Self Assessement - Annual FY14, FY15 and FY16 Internal staff Completed
23
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