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In t roduc t ion .  In  cont l t l i uncc  r i i th  Anc l runrse  Mur r ic i l l r l  Cot le  
' l ' i t l e  

l9  -  Spec i i t l  Assess t . t len ts ,

, \ s s e n t b l r , O r d i n u n c c ( A O ) 9 7 - . 5 l c s t a b l i s h c c l s p e c i a l  A s s e s s r t t c t t t D i s t l ' i c t  l S D 9 T w i t l l t h e i n t e n t o l '

huv ing  the  ; l roper t \ 'ow l tc rs  in  c lou 'n tou ' r . t  A t tchor i tge  l rear  t l te  c t ts t  o l ' sc rv ices  t i t r  a  Downtown

Intproventent Distr ict  (AO 2(XX)-9l i  crtencled I  SD97). 
' l ' l te put '1tose t t l ' t l te Downtowrl  I r t rprovett let t t

D is t r i c t  i s  t t t  inc rcuse c lean l iness .  occrJpancy  r i . r tes ,  invcs t lnc l t t  va lues  a t tc l  l case  i r l c t l t t le ,  todecrease

cr in te  unc l  to  gcncr ' ; . r l l l , s t in iu la tc  econorn ic  devc lo l l t t c l t t  a l t c l  i l t tp rove  thc  c lL ra l i t y  o f ' l i f ' c  w i th in  the

c l i s t r i c t .  
' l ' l te  

Anc l ro luge [ )ountoun [ )u r t r rc rs l r ip  (ADI ) )  i s  thc  r ton-pro l ' i t  corpora t i i l t r  tha t  has  bccn

r rnr lc rcont ruc t  u i th  t l t c  MLrn ic rp l r l i t t , to  p lov ic lc  t l te  [ )o rv l t to r ' , , r t  I l t t l t rove l l l t : t l I  D is t r i c t  serv ices .  F-or

2(X) l .  , \sse ntbl t ,  Me ntt l ranr lurn I  I  l9-2(XX) urvi t rc led a sert , ices col t t l ' i tct  to the ADP in the att- tout l t  ol '

$ 4 6 - + . - 1 6 - + . ' l - h e A D P h a s r c q u e s t e c l u n a c l d i t i o n a l  $ 1 8 7 , 5 ( X ) o l ' M u n i c i p a l  l l n d s a s a 5 0 c e n t s o n t h e

do l la r  11r tc I  to  p r ivu tc  sec t r ) r  donat ions .  Thc  ADP l tas  l t l sc l  recc ivec l  a  $3 . -5  n r i l l i on  cc ln t rac t  lb r

o l te  lu t inu  the  Conrn tun i tv  Se r r  i ce  I )u t ro l  ove l ' thc  ncx t  l i l t t t ' anc l  a  I la l l ' years .

Scope.  
' l -hc  

sco l tc  o f ' t l t i s  auc l i t  r ias  l in r i t cc l  to  a  h igh  lcvc l  rcv icw o l ' the  ADP to  c le te r tn ine  the

f inanc iu l  hc .u l t l t  o l ' thc  o rgan izu t ion .  cor t - tp l iance rv i t l t  MLrn ic rpa l  co l l t rac t  p rov is io t l s ,  and

prc; laredness I ' i t r  I tandl ing acldi t ionulcontracts and I 'undi l tg.  TItc audit  was cottducted in accordance

r,r ' i th general lv acceptecl  -uovcrnnrent aLrdi t ing stattdards. except lbr the requiret l rert t  ol 'an external

clLral i t l ,ct tntrol  rcvic* ' .  ; . rncl  uccordin-u11,.  i r tc luclccl  tcsts ol 'accott t t t ing recttrc ls at ld such other audit ing

proccclures as \ \ 'c consiclered nccessar)/  i r t  the circurt tstances. The audit  was perlor lned during the

pcr ioc l  o t ' Junc  th roLrg l t  Ju l l ' 2 (X)1 .  The uuc l i t  rvas  per l i rnuec l  a t  the  reqLtes t  o f  the  Mayor .
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Overall Evaluation. The ADP has signilicant financial problems. Expenditures have been

exceeding income,leading to cash flow difficulties, accumulation of debt, and inappropriate use of

funds to cover expenses other than those fbr which the f'unds were designated. They had also not

been utilizing proper fund accounting methods to segregate between revenue sources and the

expenses charged against those sources.

We did note that the ADP was beginning to takc steps to correct their weaknesses. At the time of

the audit, the ADP had already started the process of implementing new sofiware to correct their

accounting deficiencies. During the audit, a r)cw board member joined the ADP who has extensive

audit and non-profit experience. Discussions rvith the ADP Executive Director and the new board

member indicated that the ADP rvas gorng to clcvelop new financial policies and procedures and a

new budget that incorporates a plan Ibr paying off the debts. They also stated that they were going

to strengthen their accounting f unction to ful ly uti l ize the new accounting system.

We recommend that a follow-up review of the ADP be conducted to ensure the weaknesses noted

in this audit have been adequately addressed. Unless the ADP rectifies their problems in the

immediate future, we question their long tenn viability as an effective provider of services for

downtown Anchorage.

FINDINGS AND RECOMMENDATIONS

1. Poor Financial Health.

a. Finding. Review ol-the f lnancial statenrents and discussions with ADP personnel

revealecl that the ADP rvas in poor f inancial health. As of June 30, 2001, total

l iabi l ir ies rvere 190% of total asscts, with l iabi l i t ies exceeding assets by $174,986'

With expenditures exceecling incorne, debts accumulated and severe cash flow

problems e nsuecl rvhich. along u,ith inadequate f uncl accounting practices, could have

lcad to the inappropriete usc of lirncls firr expcnses other than for which they were
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designated. This included violations of both the Contract for Professional Services

and the Anchorage Parking Authority contract.

It appeared that the ADP did ltot adequately control expenses due in part to an

unrealistic budget, inadequate accounting practices, and weak oversight. The

Executive Director indicated that the financial condition may also be partially

attributable to expenditures for their 2000 campaign to win approval for continuing

the improvement district and the start up expenses for the Community Service Patrol

contract.

Recommendation. The contract adrninistrator should ensure that the ADP develops

a new budget that incorporates a plan for paying down their debt and closely monitor

the ADP's expenclitures in comparison to the terms of their contracts. Additionally,

the ADP needs to strengthen intcrnal controls to ensure they properly utilize fund

accounting and stay within their budget.

Management Comments. Management concurred and stated, "We will work with

ADP management and board to obtain a revised, realistic budget. Will also review,

with Internal Audit's assistancc the adequacy of their new accounting system for

proper fund accounting. "

Evaluation of Management Comments. Management commenls were responsive

to the audit findinq and recommendation.

l'inding. The ADP hacl not paid fbr parking perntits in accordance with the terms of

rhe ir conrract with the Anchorare l)arking Authority (APA). The ADP has a contract

with the APr\ f irr sroup ratc parkint pcrmits. The ADP sells the parking spaces to

c.

d.

)

a.
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local businesses, then uses the collected funds to buy permits for those spaces from

the APA. The ADP normally buys 900 to 1,000 permits for approximately $36'000

to $39,000 each month. Review ol'the parking permit payment history at the APA

revealed rhat the ADP had fallen one month behind with their payments in October

2000 and a second month behind in March 2001, fbr a past due total of $71,765'

On April 1, 2001, the ADP Executive Director signed a promissory note for

repayment of the debt with an initial payment of $20,000 due April 15 and

installments of $4,000/month starting on May l5 and continuing until August 15,

2002. Review ol the payment history fbr the promissory note determined that ADP

had not been making the note payments as agreed. As of the end of June, they were

$10,000 behind in their Payments.

Recommendation. The contract adrninistrator should monitor ADP's compliance

with the terms of the parking perrnit contract and promissory note as an indicator of

their financial health.

Management Comments. Management concurred and stated, "lt should be noted

that according to the Parking Authority, the note was brought current on July 20."

Evaluation of Management Conlnlents. Management comments were responsive

to the audit finding and recotnttlendation'

Finding. The ADP was nor complying with the operations and expense reporting

requirements of Section 12 ol' the 2001 Coutract for Professional Services.

Discussion with tf ie contract adrurnistrator and rcvierv of the documents provided to

hrlr by the ADP dctcnninccl that thc f irst qr-rarter 20()1 reports were not t imely and

c.

d.

3.

a.
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did not contain the required budget information breaking out how Municipal funds

were used.

b. Recommendation. The contracL administrator should work with the ADP to ensure

they submit all required reports in a timely manner. These reports should be analyzed

to ensure that the requirements of the professional services contract are met.

c. Management Comments. Management conculred and stated, "We will work with

ADP management (and board of directors if necessary) to ensure all reports are

received timely and contain the appropriate accounting of assessment district

oroceeds."

d. Evaluation of Management Comments. Management comments were responsive

to the audit finding and recomrnendatiotl.

Discussion With Responsible Officials. The rcsults of this audit were discussed with appropriate

Municipal off icials on July 31, 2001 .

Audit Staff:
Brian Spink, CIA, CBA, CFSA


