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I. EXECUTIVE BRIEF 

Motion and Title: Staff recommends motion to receive and file: 
Peer Review Report on the Palm Beach County Internal Auditor's Office conducted by the Association of 
Local Government Auditors. 

Summary: Government auditing standards require peer reviews every three years of the Internal 
Auditor's Office. The Association of Local Government Auditors conducted the peer review and found 
that, except for two deficiencies noted, the Office's internal quality control system was suitably designed 
and operating effectively to provide reasonable assurance of compliance with Government Auditing 
Standards. The report also makes suggestions for improvement in the Office's system of quality control. 
Countywide (PFK) 

Background and Policy Issues: The peer review took place during January, 2014 and covered the 
period October 1, 2010 through September 30, 2013. The deficiencies noted included lack of a formal 
annual review of monitoring procedures intended to identify systemic issues in audit quality, and a need 
for improved documentation of audit engagement risk assessments. The Internal Auditor's Office is 
committed to implementing the necessary changes to its quality control system by September 30, 2014. 
The peer review team also pointed out two areas in which the Office excels which are: the significant 
number of audit completed relative to its staffing level; and assembling a well qualified team of audit 
professionals and ensuring the team's skills are maintained by encouraging cost effective training that 
goes beyond the minimums required by Government Auditing Standards. 

Attachments: 

Peer review report consisting of an opinion letter, a letter to audit management recommending improvements, 
the Internal Audit response to the opinion letter and the Internal Audit response to the management letter 

Recommended by: 

Recommended by: 
County Administrator 

(0 ~ :},o/1/ 

Date 



II. FISCAL IMP ACT ANALYSIS 

A. Five Year Summary of Fiscal Impact: 

Fiscal Years 2014 2015 2016 2017 2018 

Capital Expenditures 
Operating Costs 
External Revenues 
Program Income (County) 
In-Kind Match (County) 
NET FISCAL IMP ACT None~ 
# ADDITIONAL FTE 
POSITIONS (Cumulative) 

Is Item Included In Current Budget? Yes __ No 
Budget Account No.: Fund __ Agency __ Org. ___ Object __ 

Program Number ____ Revenue Source 

B. Recommended Sources of Funds/Summary of Fiscal Impact: 

iJ No fiscal impact 

A. Department Fiscal Review: 

III. REVIEW COMMENTS: 

A. OFMB Fiscal and/or Contract Administration Comments: 

B. Legal Sufficiency: 

C. Other Department Review: 

Department Director 

This summary is not to be used as a basis for payment. 
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January 17, 2014 

Joseph F. Bergeron 

Association of Local Government Auditors 

Palm Beach County Internal Auditor 
2300 North Jog Road 
West Palm Beach, FL 33411 

Dear Mr. Bergeron, 

We have completed a peer review of the Palm Beach County Internal Auditor's Office 
(PBCIAO) for the period October 1, 2010 to September 30, 2013. In conducting our review, we 
followed the standards and guidelines contained in the Peer Review Guide 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 engagements and working papers. 
• Reviewing documents related to independence, training, and development of auditing staff. 
• Interviewing auditing staff 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, except for the deficiencies noted below, 
the PBCIAO'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 period October 1, 2010 to September 30, 2013. 

Deficiencies found in your internal quality control system included those related to standards on 
quality control and assurance, (GAS 3.95) and, assessing audit risk, (GAS 6.11). These control 
deficiencies resulted in recurring nonconformance with Government Auditing Standards. We 
offer the following observations and suggestions to help your organization achieve full 
compliance with Government Auditing Standards: 

449 Lewis Hargett Circle, Suite 290, Lexington, KY 40503, P hone: (859) 276-0686, Fax: (859) 278-0507 
webmaster@nasact.org • www.algaonline.org 



• Quality Contro"I and Assurar1ce 

GAS 3.95 requires that an audit organization should analyze and summarize the results of 
its monitoring procedures at least annually, with identification of any systemic· issues 
needing improvement along with rectimmendations for corrective actiohs. (Under 
GAGAS, 1:eviews of the wor_k ahd report that an: performed-as part of supervision are .not 
monitoring ~9ntr9ls whe_n·used alone.) PBCIAO ~foes pot hiwe policie$· or procedures to 
address thi~ requirement ,-and it did not prepare a summariz~tion of the results of 
monitoring procedures. This observation was· also ·identified . .in PBCIAO' s previous ·peer 
review bLit.th¢ required proc.edur es have not yet·been i'tr1plemented. 

We recommend the PBCIAO should analyze ancl s_ummarize the results of.its monitoring 
procedures at least annually in compliance with OAS 3.95 

• Assessing Audit Risk 

GAS 6.1 1 requir'es auditors to,As~ess auciit risk and significaIJce. within the,contex.t of 
audit objective.s by -gaining an under&anding of signific,_mt aspects ofthe operations of 
the entity being· audited. The risk assessment should inclµde, but not be llmited to, 
internal conttolsi information system controls, relevant_ laws,and legislation, contracts, 
agreements, results of preVious--a:udits etc. PBCIAO has ceased ,usingafonnal risk 
assessment !Uatrix; however bas not implemented -alternate procedures to ens1Jre that risks 
are adequately assessed and that this assessment is documented. Of the eight · 
performance audits we reviewed five did not demonstrate that.an appropriateri"sk 
assessment had been performed . 

We recommend the PBCit\O should establish and document proceQures ·t() ensure· the 
audit_ planning process includes a formalized risk assessment in compliance with GAS 
6.11. 

We 11.ave prepared ·a separate ietter .offering suggestions,tofurther strengthen your intern?I 
qL1ality control .system. 

ry Shaubel, CPA, CA, CISA, CGAP 
Audit Director 
Auditor General's Office -
City pf Toronto, Qntario 

PLiblic Accounts Auditor 
Office·ofthe Council Auditor 
Jacksonville, Florida 

~ ·C.I( 
Horace Nwachukwu, CIA, CFE,_ CGAP, 
Commissibn Auditor 
Bol}rd of Cq_unty Commissioners 
Osceola County, Florida 
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..Joseph F, Bergeron 
Palm Beach County Internal Audi.tor 
:2300 North Jog Road 
West Palm Beach, FL 33411 

Deat Mr. Bergeron, 

We have comph:ted a peer review of the Palm Beach County Internal Audito.r's Offic~ 
(PB CIAO) for the period October 1, 20 i 0 to September 30, 2013 andiss:ued ourreport thereon, 
dated January 17, 2014. We are·issuing this companion.letter to offer certain observations and · 
suggestions sternroing from our peer review. 

We would like.to.mention some ofthe areas in which-We believe your office excels: 

• the PBCIAO compl~tes a significant number of audits relative .to. its staffing establishment. 
We believe that_th1s i~H!. result of ensuring aµdits are focused on specific operations and care 
is taken. to ensure that project .sc.;ope does not extend beyond the intended :~rea of focus. 

• the· PBCIA.O has assembled a well qualified teaJ,U ofaudit professionals and'hasensured 'th~t: 
their skills have been maintained by encouraging cost effective training that goes beyond the 
minimums required by Standards. 

We offer the following observations and suggestions to help your organization achieve fu_ll 
eompJiance with Government Auditing Standards: · 

Policies and Procedures 

GAS 3.82 requires that auditors should establish and maintain a system of quality control that is 
designed to provide the audit organization with reasonable assurance-thatthe organization and its 
personnel comply with professional standards and applicable leg~i and regulatory'reqliirements·. 
GAS 3,84 requires that each organization. document its quality and .. control procedures; 

We commend the PBCIAO for amending its Audit Manual to correct severaLofthe qeficie.n~ies 
repoitedih the 2010 peer review. We also note thattfie AuditMariual contains several dated. 
references to Government Auditing Standards tharha.ve since been: revised.in 2011.. While the . 
2011 changes to the Stanqards were not significant irt the coritext of the ::operatfons ·of the the 
PBCIA.O,-:it is important to ensurl;! that theAudit Manual accurately ez:icompa1,ses aJl aspects of' 
Government AuditingBtandards .: 

449 Lewis Hargett Circle, Suite 290, Lexington, KY 40503, Phone:. (859).27/5-0686, Fax: (~S9) 278-0507 
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We also note that the Audit Manual has not been updated to reflect the PBCIAO's decision to no 
longer complete a risk matrix for each engagement. Although the Audit Manual should be 
amended to reflect this operational decision, as noted in our companion report to this 
management letter, it is equally important to ensure that the Audit Manual contains appropriate 
direction on the procedures that will be used to demonstrate due diligence in assessing 
engagement risk in place of the risk matrix. 

We recommend that the PBCIAO update its Audit Manual to ensure it reflects the most current 
Government Auditing Standards and accurately guides PBCIAO staff on the Office's 
expectations for the conduct of audit engagements. 

Documentation 

GAS 6.82 describes that, "Audit documentation serves to (1) provide the principal support for 
the auditors' report, (2) aid auditors in conducting and supervising the audit and, (3) allow for the 
review of audit quality." Our review of audit engagement files noted three areas where 
improvements could be made: 

1. There is minimal cross referencing within the engagement files. Good cross referencing 
allows for supervisors to easily identify support for audit findings in their review of the 
work of subordinates. 

2. The "point sheets", or findings worksheets, often did not indicate the disposition of each 
finding, i.e. whether the finding was included in the audit report, verbally discussed with 
management, or not reported at all. The disposition of individual findings is important 
information to ensure all findings are dealt with appropriately. 

3. One engagement file we reviewed contained personal information, (copies of Social 
Security Cards). State of Florida Statute 119 requires an auditor to make files available 
on request. Although there would be an opportunity to remove any personal information 
prior to disclosure pursuant to a request, greater assurance on the inadvertent disclosure 
of personal information would be obtained by not including such information in 
engagement files. 

We recommend that PBCIAO staff ensure that audit engagement files: 

1. include sufficient cross referencing of audit work to allow for efficient supervisory 
review, 

2. point sheets include an indication of the final disposition of each finding, and 

3. do not include personal information that should not be disclosed. 



We extend our thanks to,,you and your staff for the hospitality and cooperation.extended to us 
during our review. 

Sincerely, 

erry Shaubel,. CPA, CA, CISA, CGAP 
.Audit Pi.rector 
Auditor General's Office 
CityofT01·onto, Ontario 

cJ2tJ:;Cv0 
Phillip Peterson, C.P .A 
Public AccountsAuditor 
Office of the Council Auditor 
Jacksonville, Florida 

H r.:1.ce Nwa~h1JkWU, CIA, CFE,. CGAJ;>, 
_Commission Auditor 
Board of County Commissioners 
Osceola. County, Florida 

449 Lewis Hargett Circle, Suite 290, Lexington, KY 40503, Phone: (859) 276-0686, Fax: (8$9) 278-.0507 
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In:ternal.Audito~•s Office 

'2'300 North Jo~ Road 

West,Palin Beach, FLc.33411 

(5'61) 681-4480 

PAX: (561) 681-4490 

ivwv;,,pbcgov.c,orn/internaJauditor 

• 
Palm ~eachJ:o~nty 

Board of County 
Commissioner's 

Priscilia.A. 'Iilylor, Mayor 

Paulette..Bu_rdick, Vice Mayor 

HaJ R. Valeche 

shelleyVana 

Steven L. Abrams 

Mary Lou Berger 

Jess R. ;San1;1m~ria: 

County Administrator 

Robert Weis1:naµ 

·,tn.Equal OpporJuriity 
i.Jjirn;ative Action E,:nployer" 

Official Electronic Letterhead 

January17, 2014 

Jerry Shaubel 
Audit Director 
Auditor. General's Offi,ce 
City of.Toronto, Ontario 

Phillip Peterson 
Public Accounts Auditor 
Office of the Council Auditor 
Jacksonville, Florida 

Horace Nwachukwu 
Con:uni~sion Auditor 
Boatd of County Commissioners 
Osceola County, Florid& 

Re:. Management Response to Peer Review Report Recotnmen,. 
dations for the Palm B~ach County Internal At.1ditor's Office 

Gentlemtm: 

The. Peer Review Report on the Palm Beach County Internal Auditor's 
Office (PBCIAO) made two recommendat(ons for improvement in our 
quality control_ system. Followii1g ar~ the recommendations-made and 
our response thereto: 

Recormnendation i : We recomme.nd the PBCIA O. should, analyze and 
summarize the. results of its nionitoifog procedures at ieast aririuaHy in 
compliance with GAS J.95, 

Management Response.: We concur· with the recommendation an(! 
Will implement a practice of conducting. post~engagernent "Lessons• 
Learned" reviews &fter every engagement. We will doc.ument these, 
reviews i;ts prut of each engagement's audit files ·i:i,nd alsq maintain 
separate copies. of these documents for periodic revi~w · by audit 
management. The Audit Manual will be updated to reflect tl1ese 
practices. 

Recommendation 2: We recommend + pe PBCIA,O ~liould establish 
. and' document procedures to ensure the audit planning proces$ includes 
. a formalized risk assessment in compliance with GAS, 6.11. 

Management Response: We agree with the recorrimehdation arid 
will update the Audit Manual to· reflect that: recommendation alld the, 
recently initiated practice described following. We recently began a , 
_practi'ce of conducting brainstorming: sessions during our audit 

L---
1 
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Gentlemen 
Response.to PeerReview Report Recommendations· 
Page 2 ·· 
January 17, 2014 

planning to better understand the auditee's environment and identify potentfalri.sk factors and 
considerations. · 

I would also lik.e to c:omm~n:d the peer review team for their courtesy and prof~ssionalisin 
during this p.e.er review. My discussions with the review team menipers gave me some new 
insights into ways to improve our· processes, _and_ r very mucli. appreciate thal;. Tlle _team 
.members also .agreed to provide me samples of some of the audit forms and procedures they 
implementin their own shops which will be of significant help to me. going forward .. 

HrJ~ 
Joseph F.. Bergeron 
·Palm Beach County Internal Auditcn· 

I 
.. ' 
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Interniu A,uditor's Office 

2300 North Jog Road 

West Palm Beach, FL 334.J·l 

.(56t) 68l-4480 

FAX: (561) 681-4490 

www.-pbcgov.com/inreriialauditor 

.• 

Palin Beach County 
Board of County 
Commissioners 

-~'r\sci!la.A. 11!.ylor •. Mayor 

Pa.ill!me Burdick, Vice: Mayot 

Ha!R. Valeche 

·ShlllleyV11na 

Steven L. Abram.s 

Mary Lou•Berger 

Jess R. Santamaria• 

·county Adminlstraq>r 

Robert Weisman 

"An .Equfl,1.0ppor(unity 
AJ/irmativ1N!ction Employer' 

Offfc;ia"i Eiectronic J,.etterhead 

January17J 2014 

Jerry Shaubel. 
Audit J)ii:ector 
Auditor General's Office 
City ofToronto~ Ontario 

Phillip Peterson 
Public· Accounts Auditor 
Office of the Council Auditor 
Jacksonville, Florida 

Horace Nwachukwu 
Commission Auditor 
Board of County Commissioners 
O~ceola•:CounW,, Florida 

Re: Management Response to, Pe~r Review Management Letter 
R.eco.~endations for the Palt.~i Beach County Internal Auditor's. 
Office 

Gentlemen: 

The· Peer Review Management Letter on the Palm Be;:ich County 
Interncµ _Auditor's Office (PBCIAO) .inade four recommendations for 
improvement in our quality control system. Following are the 
recommendations made .and our responsethereto: 

Recomm.end;:ition 1: We recommend that the PBCIAO update its 
Audit Manual to ensure it-reflects the most current Government 
Auditing ·standards and accurately guides PBCIAO-staff on the Office's 
expectations for the conduct of audit engagements. 

Management Response: We concur with the .recommendation and 
will plan on completing the update by Jillle 30?2014. 

Recommendation:2;. We recolllTT.lend 1hat PBCIAO staff ensui·e _that 
-~udit_ engagement files include . sufficie.nt cross referencing of audit 
work to allow for efficient supervisory review. 

Management Response: We agree, with the recommendation and. 
will incorporate, into the update tb th~. Audit Manual recommended 
above a requirement to provide for bi-directional referencing:so tp.at the 
reviewer cannot only locate· the source work paper, !but the specific 
location on the source. work paper. We have recently implemented a .. 
procedur.e requiring a rev1ew of work paper tererences by .another · 
auditor i::io.t pa_rt of :the engagement team to. begin addressing this 
subject. 
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Gentlemen 
Response to Peer Review Management Letter Recomniendatiqn.s 
Page 2. ·. · · 

January 17, 2014 

Re.commendationJ: We recommend ; that P;BCIAO· staff ensure that . audit 
ei1gagement files point sheets include an.inoicatiori ofthe finaldispositfon of each finding;, 

. ' ' ' . 

Management Response; We agree with the recomm.endation and will incorporate :the 
re.commendation in the update to ,the Audit Manual. recommended_ above,. 01.,11'· standard . 
practice. has always been to review point sheets at the completion .of field work 'before we 
develop the draft cJ.tiq.it report. The • point sheet forms · hlwe,. always provided a space :for 
indicating the disposition of the pointsheet. We will take steps to ensµrethat the poii:it sheet 
forms are-fully completed and/or upqated following the ·review with audit management. 

Recomm:endatlon 4: We re.commend.that PBCIAO staff ensure. that audit 
engagement .files do not inQlQde personal inforniation: that: should not.be disclosed. 

. Management Response: We agree with the recommendatio_n an<l will include in out 
~pdate to the Audit .Manual more specific direction regardii1g redaction . of personally 
identifiably :information. 

Sincerely, 

~fJ~ 
Joseph F. Bergeron 
Palm Beach County Internal Auditor 

~--····· 
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