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Re: City Auditor 's Office 

Honorable Mayor and City Council : 

I am writing on behalf of my client Houman Boussina regarding the City Council's 
consideration of a report on the City Auditor's Office by Kevin Harper. 

Under Government Auditing Standards1 my client, Mr. Boussina, has an ethical 
obligation to: 

• Rebut the erroneous and misleading information, conclusions, and recommendations in 
a report by Kevin W. Harper CPA & Associates titled "Internal Auditing Practices: City 
of Palo Alto Relative to Industry Practices." 

• Provide context and clarification to focus the City's attention on concerns about the 
Office of the City Auditor. 

1 Government Auditing Standards state: "In discharging their professional responsibilities, auditors may encounter 
conflicting pressures from management of the audited entity, various levels of government, and other likely users. 
Auditors may also encounter pressures to inappropriately achieve personal or organizational gain. In resolving those 
conflicts and pressures, acting with integrity means that auditors place priority on their responsibilities to the public 
interest." 
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The report validates complaints about Former City Auditor Harriet Richardson's 
mismanagement but is silent oo responsibility and accountability for negative outcomes at 
the Auditor's Office. 

Starting in 2015, Mr. Boussina formally communicated his concerns to the City Council 
about the negative impact of City Auditor Harriet Richardson's leadership on the Auditor's 
Office's ability to meet its mission. The concerns, which the City has not appropriately 
addressed, included the following: 

• Amending the City's Municipal Code to remove requirements to comply with the 
Institute of Internal Auditor' s (IIA) auditing standards.2 

• Elimination of the office's risk assessment process that had been used to select and' 
prioritize audits. 

• Compromises to the office's independence from management. 

• Unprecedented delays in Richardson's review and approval of audit work. 

• Risks to the reputation and credibility of the City Auditor's Office. 

Ironically, Mr. Harper's report used the IlA's auditing standards, which the City 
discarded under Richardson's leadership, to assess the office. The report fails to identify or 
acknowledge years of mismanagement under Richardson, as reported by staff auditors and 
whlstleblowers, and does not identify who was accountable or responsible for the negative 
outcomes it alleges, including low office productivity and high cost This has unfairly exposed 
the office staff, who have not had a supervisor since November 2018, to direct criticism and 
blame for the report's conclusions. As explained in this document, Mr. Harper's report is 
fundamentally flawed, and using the IlA's auditing standards to assess the office was 
inappropriate given the City's actions to eliminate using the standards in 2014. 

Office wbistleblowers suffered retaliation and blame for lack of productivity at Auditor's 
Office. 

On May 15, 2018, the City's Finance Committee voted unanimously to outsource all 
staff auditor positions after a few minutes of discussion regarding City Auditor Richardson's 
allegations that she had underperforming, unproductive staff. The Finance Committee tabled the 
decision after public outcry; however, when Ms. Richardson unexpectedly announced her 
retirement in November 2018,3 the City did not take action to recruit a City Auditor, effectively 
denying leadership to the office and its staff. 

In a letter to the Palo Alto City Council on August 9, 2018, my client and his colleagues 
provided infonnation to outline and clarify serious problems in the office that had negatively 
impacted productivity and the ability of the office to achieve its mission. The letter focused on 
City Auditor Richardson's pervasive misconduct and mismanagement, including publicly issued 
audit reports that were inaccurate and misleading. The letter also highlighted the retaliation 

2 See Richardson's report and the City Council's 2014 Ordinance amending the City 's Municipal Code to eliminate 
the requirement to apply the llA's auditing standards: 
httos://www,cityofualoalto.org/civicax/.tilcbank/documcnts/44304 

3 Ms. Richardson did not actually retire. She took a position as Bay Area Rapid Transit's Inspector General. 
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against the office staff who had in good faith mettheir ethical obligations to report the issues to 
City management. Unfortunately, to our knowledge, the City has not acknowledged or taken 
corrective action to address the wrongdoing. Instead, the City made working conditions 
extremely difficult for the entire office starting in 2018 by denying supervision, performance 
evaluations, and the opportunity for merit-based pay increases that are provided to other City 
employees. Indeed, two of the staff auditors have terminated tneir employment with the City 
since October 2018. 

Former City Auditors and the Association of Local Government Auditors urge rejection 
of report. 

Prior to the December 19, 2019 Palo Alto Council Appointed Officers (CAO) meeting, 
the Association of Local Government Auditors (ALGA) issued a letter to the Palo Alto City 
Council expressing concerns about Mr. Harper's report. ALGA is the primary authority on local 
government auditing with membership that includes city auditors and recognized authorities 
throughout the U.S. and Canada. ALGA' s services include the provision of mandatory, triennial 
assessments of audit functions, including the Palo Alto City Auditor' s Office, for compliance 
with Government Auditing Standards. The ALGA letter stated that Mr. Harper's 
recommendations would "weaken the existing structure" of our office, whose compliance with 
the relevant, mandated Government Auditing Standards has been certified in separate, 
independent external quality control reviews of our office since at least 2005 and most recently 
in 2014 and 2017. The ALGA letter also stated that Mr. Harper had used an inappropriate set of 
standards in assessing our office. We are also aware that two former Palo Alto City Auditors 
cautioned the CAO Committee against recommending that the City Council accept Mr. 
Harper's report and implement its recommendations. 

CAO Committee accepted the admittedly flawed report that inaccurately portrayed the 
Palo Alto City Auditor's Office as costly and inefficient. 

On December 19, 2019, the CAO Committee met and approved a motion to recommend 
that the City Council accept Mr. Harper's report. The motion included a statement that Council 
should place special emphasis on recommendations number five and eight, which state that the 
City should consider outsourcing one or two of its "internal audits" to bring down the average 
cost per audit and better assess the costs vs. benefits of outsourcing, and that the City should 
conduct a city-wide risk assessment annually as part of the annual audit plan. The report 
describes "total outsourcing" of the Auditor's Office' s services as an alternative. 

During the meeting, the CAO Committee expressed concern at the alleged high cost of 
audits and low productivity at the Auditor' s Office based on calculations and benchmarking 
shown in a summary table on page 7 of Mr. Harper's report. Mr. Harper, who attended via 
teleconference, cautioned the CAO Committee members that they should not "hang their hat" 
on the figures on page 7 and that the benchmarking did not ensure a valid comparison of 
comparable work products. Mr. Harper, a certified public accountant, characterized his own 
benchmarking as an "apples to oranges" comparison. 

Highly inaccu.-ate, misleading benchmark figures, inappropriate methodology and invalid 
conclusions used in the report. 
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The information on page 7 is inaccurate and misleading because of serious flaws in the 
methodology used to calculate audit costs and productivity, and it wrongly paints the Auditor's 
Office as inefficient and costly in comparison to benchmark cities. For example: 

• Mr. Harper's report includes ostensibly comparable figures for the City of Santa Clara; 
however, Santa Clara did not have a comparable audit function until July 2019 and has 
not yet issued a single performance audit report. 

• Mr. Harper's figures appear to show higher productivity in Berkeley, Fresno, and 
Oakland but, as he himself stated, the figures presented for different cities are "apples to 
oranges." Thus, any such comparison is inaccurate and misleading. For example, the 
other jurisdictions have apparently included some lesser administrative reports, 
mandated, limited-scope reviews, and follow-up reviews that are not included for Palo 
Alto, thereby understating Palo Alto's relative productivity. 

• Mr. Harper's report, on page 7, assumes a staffing level of 5 "internal audit full-time 
equivalents (FTEs)" at Palo Alto in order to calculate the"# of Audits per FTE" in his 
report. Starting in July 2019, however, the office has only been operating with 3 FTE 
and there has been no effort by the City to recruit or fill the two vacant positions. 

• Mr. Harper's calculation of the cost per audit is simplistically calculated by dividing the 
office budget by the average number of audit reports that benchmark jurisdictions self
reported in a survey that did not provide guidance as to what counts as an audit. 
Moreover, there are many factors that impact the number of audits that generally render 
such comparisons meaningless. For example, an audit report that has four findings 
could be issued as two separate audit reports with two findings each, purely at the 
discretion and preference of a different City Auditor. Also, performance audits, unlike 
many mandated financial and compliance audits, can vary enormously in terms of the 
scope, level of complexity, and the environment in which the work is conducted. 
Moreover, and most significantly, the report does not take into account the 
tumultuous reign of Ms. Richardson, which damaged productivity, and the 
vacuum in leadership since her departure which has resulted in delays in the 
issuance of completed audits. 

• The report states, "The cost per audit calculated at $417,000 above is very high." Mr. 
Harper compares this figure with the cost of the City's annual financial audit, which he 
states is a "more comprehensive audit than most internal audits" and costs $168,000 per 
year. The scope and methodology of the City's mandated, recurring annual financial 
audit is generally standardized and not comparable with the wider scope and 
methodology used in performance audits. 

Appointment of a new City Auditor can begin the process to restore operation of the 
office. 

Although the Palo Alto City Auditor's Office has admittedly faced significant problems, 
including damage to its productivity as a result of Ms. Richardson's tenure, the scope of Mr. 
Harper's review diverts attention from the root causes that still need to be addressed and instead 
introduces inaccurate information that further damages the office and its credibility. 

My client respectfully suggests that the City's interests would be best served if the City 
Council meets its mandate to appoint a qualified interim City Auditor and engage in a process to 
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recruit and appoint a pennanent City Auditor who can meet the City Charter and Municipal 
Code mandates to provide independent, objective audits under Government Auditing Standards. 
The new City Auditor can restore leadership and supervision and work with the City Council to 
restore operations at the office. 

In conclusion, my client and his colleagues at the office are dedicated professionals with 
the City's best interests at heart. We hope the City Council will take this letter in the 
constructive spirit in which it is intended and will not take any actions which undermine the 
important role of the City Auditor's Office and/or lead to employment litigation exposure for 
the City. 

If you have any questions, please do not hesitate to give me a call, and my client and his 
colleagues are also available for constructive dialogue. 

Cc: Houman Boussina 
Terence Howzell, Esq. 
Warren Melitzky, Esq. 

Enclosures. 

Sincerely, 

Karl Olson 


