
Date: January 17, 2020 

COUNCIL MEETING 
JANUARY 21, 2020 

!ZJReceived Before Meeting 

Re: Internal Auditing Practices: City of Palo Alto Relative to Industry Standards 
CAO Committee Meeting on December 19, 2019 

.. 
From: Mimi Nguyen, Lead Senior Performance Auditor 1 U,. 

Office of the City Auditor, City of Palo Alto ~-

Honorable Mayor and City Council: 

This memorandum expresses concern regarding Information, stated and not stated, in the report issued by 
Kevin w. Harper CPA & Associates titled: "Internal Auditing Practices: City of Palo Alto Relative to Industry 

Standards," which includes incomplete analysis', flawed benchmarking, and misleading conclusions. Without 

an appointed City Auditor, I request an opportunity to provide a more complete perspective on certain 

historical decisions made resulting in the current office structure and workplan. I also request the opportunity 

to participate in the process. 

In FV2018 the Policy & Services Committee made a budgetary motion to eliminate all staff positions, 

preserving only the City Auditor position to manage the outsourcing of all audit services. This motion was not 

passed by Council; however, as a result, Council requested an organizational assessment of the City Auditor's 

Office. The objectives of the organizational assessment were to: 1) Review organizational placement, 2) 

Compare staffing, budget, and productivity, 3) Review key performance measures, 4) Recommend City Auditor 

minimum qualifications, and 5) Consider outsourcing the audit function. 

Although Harper's report meets the objectives at its most basic level, it is flawed in many areas. Primarily it: 

• Lacks background information on key decisions made and passed by Council, including (1) to removal of 

use of the llA Standard, and (2) the change in the citywide annual risk assessment methodology for audit 

workplan development. 

• Does not acknowledge the complexity .of the performance auditing process as dictated by CPA's currently 

adopted industry standard, GAGAS. This gold standard is adopted by virtually all high performing audit shops. 

• Does not reflect decisions made at the City Auditor and City Manager level, which directly affects the scope, 

cost, and duration of audits; and the completion of audit recommendations. 

• Provides a benchmark comparison that is flawed but used as the basis for conclusions. The benchmarking 

is misleading, whereby, Harper when asked stated during the CAO Committee Meeting," ... be careful 
about relying solely on survey results because apples and oranges are everywhere" ... "I wouldn't hang 

your hat too much on it by itself..." . 

• Draws conclusions preemptively rather than offering an understanding of root causes to inform and assist 

Council in designing an effective office structure and plan moving forward. 

Based upon the lack of and incomplete information in the report, I believe that the conclusions are significantly 

skewed and misleading. 

Our office is committed to creating an effective organizational structure and an efficient auditing approach; 

however, we need to be provided the opportunity to give feedback. We agree with the need to implement a 

coordinated plan with viable solutions that will meet productivity goals and budgetary requirements. To do so, 

it is important that we have a seat at the table. Staff is open to all discussions to achieve such directive. 


