









































T ® P.O. Box 196650
MllﬂlClpall t‘; Anchorage, Alaska 99519-6650
Telephone: (907) 343-4438
Of Fax: (907) 343-4370

http://www.ci.anchorage.ak.us

AIICh()I'age George P. Wuerch, Mayor

OFFICE OF TIIE INTERNAL AUDITOR

July 13, 2001
Honorable Mayor and Members of the Assembly:
The attached report is submitted for your review.
Internal Audit Report 2001-3
Anchorage Horse Council Management Agreement
Cultural & Recreational Services

As part of the 2001 Audit Plan, we have completed an audit of the Management Agreement between
the Anchorage Horse Council and the Municipality of Anchorage. The Contract Manager is Cultural
& Recreational Services. The objective of this audit was to assess the financial condition of the
Anchorage Horse Council and determine their compliance with the management agreement. The
audit was conducted in accordance with generally accepted government auditing standards, except
for the requirement of an external quality control review, and accordingly, included tests of
accounting records and such other auditing procedures as we considered necessary in the
circumstances. The audit was performed during the period of April and May 2001 at the request of
Cultural & Recreational Services.

The Anchorage Horse Council failed to operate the Equestrian Center in a manner compliant with
the management agreement during the period reviewed. Noncompliance issues centered around the
failure to maintain a reserve account, lack of fund accounting, missing written documentation and
inadequate insurance coverage. The continued viability of the Anchorage Horse Council is
questionable based on the information reviewed. Adequate revenues have not been generated from
the operation of the facility to meet all expenses. In addition, the agreement has not been effectively
monitored by the Contract Administrator. Insufficient oversight has contributed to the problems
facing the Anchorage Horse Council and the operation of the facility.
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M -cipa]jty P.O. Box 196650

Anchorage, Alaska 99519-6650
Telephone: (907) 343-4438
of Fax: (907) 843-4370
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Anchorage

George P. Wuerch, Mayor

OFFICE OF THE INTERNAL AUDITOR

August 7, 2001
Honorable Mayor and Members of the Assembly:

The attached report is submitted for your review.

Internal Audit Report 2001-4
Anchorage Downtown Partnership

Office of Management and Budget

As part of the 2001 Audit Plan, we have completed an audit of the Anchorage Downtown
Partnership. The scope of this audit was limited to a high level review of the Anchorage Downtown
Partnership to determine the financial health of the organization, compliance with Municipal contract
provisions, and preparedness for handling additional contracts and funding. The audit was
conducted in accordance with generally accepted government auditing standards, except for the
requirement of an external quality control review, and accordingly, included tests of accounting
records and such other auditing procedures as we considered necessary in the circumstances. The
audit was performed during the period of June through July 2001. The audit was performed at the
request of the Mayor.

The Anchorage Downtown Partnership has significant 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 for which the funds 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 Anchorage Downtown Partnership was beginning to take steps to correct their
weaknesses. At the time of the audit, the Anchorage Downtown Partnership had already started the
process of implementing new software to correct their accounting deficiencies. During the audit, a
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Internal Audit Report 2001-4
Anchorage Downtown Partnership
Office of Management and Budget
August 7, 2001

Page 2

new board member joined the Anchorage Downtown Partnership who has extensive audit and non-
profit experience. Discussions with the Anchorage Downtown Partnership Executive Director and
the new board member indicated that the Anchorage Downtown Partnership was going to develop
new financial policies and procedures and a new budget that incorporates a plan for paying off the
debts. They also stated that they were going to strengthen their accounting function to fully utilize
the new accounting system.

We recommend that a follow-up review of the Anchorage Downtown Partnership be conducted to
ensure the weaknesses noted in this audit have been adequately addressed. Unless the Anchorage
Downtown Partnership rectifies their problems in the immediate future, we question their long term
viability as an effective provider of services for downtown Anchorage.
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M °Cipa1ity P.O. Box 196650

Anchorage, Alaska 99519-6650
Telephone: (907) 343-4438
Of Fax: (907) 343-4370

http://www.ci.anch orage.alk.us

AIIChOI'age George P. Wuerch, Mayor

OFFICE OF THE INTERNAL AUDITOR

August 30, 2001
Honorable Mayor and Members of the Assembly:
The attached report is submitted for your review.
Internal Audit Report 2001-5
Anchorage Senior Center
Health and Human Services

As part of the 2001 Audit Plan, we have completed an audit of the Anchorage Senior Center. The
Municipality of Anchorage, Health and Human Services Department, contracts the management and
operation of the Anchorage Senior Center with Anchor-Age Center, Inc., a non-profit corporation
that was established to manage the Anchorage Senior Center. The objective of this audit was to
review the management and operation of the Anchorage Senior Center. The audit was conducted
in accordance with generally accepted government auditing standards, except for the requirement
of an external quality control review, and accordingly, included tests of accounting records and such
other auditing procedures as we considered necessary in the circumstances. The audit was performed
during the period of June and July 2001. The audit was requested by the Mayor.

Anchor-Age Center, Inc., has been operating the facility in a manner consistent with their mission.
Anchor-Age Center, Inc. works to provide a central meeting place for seniors, promote a healthy
lifestyle for seniors and assist in making seniors aware of the various services provided by the
community and the Anchorage Senior Center. However, the management agreement with Anchor-
Age Center, Inc. expired at the end of 2000 and Anchor-Age Center, Inc. has been operating in
accordance with the provisions of the expired agreement. Contract administration files were not
being fully maintained and several problems were found involving internal controls over cash,
donations and kitchen supplies.

Internal Audit Department - 2001 Annual Report
January 22, 2002
Page 17



M ocip ali ty P.O. Box 196650

Anchorage, Alaska 99519-6650
Telephone: (907) 343-4438
()f Fax: (907) 343-4370

http://www.ci.anchorage.ak.us

AllChOr age George P. Wuerch, Mayor

OFFICE OF THE INTERNAL AUDITOR

September 13, 2001

Honorable Mayor and Members of the Assembly:

The attached report is submitted for your review.

Internal Audit Report 2001-6
Mountain View Community Center

Cultural and Recreational Services

As part of the 2001 Audit Plan, we have completed a contract compliance audit of the Mountain
View Community Center. The objective of this audit was to determine whether the Boys & Girls
Club was managing and operating the Mountain View Community Center in accordance with the
terms of the contract. Specifically, we reviewed the hours of operation, the activities and programs
provided, usage statistics and the fee structure. The audit was conducted in accordance with
generally accepted government auditing standards, except for the requirement of an external quality
control review, and accordingly, included tests of accounting records and such other auditing
procedures as we considered necessary in the circumstances. The audit was performed during the
period of July through August 2001. The audit was requested by the Administration.

The Boys & Girls Club was operating the Mountain View Community Center in accordance with
the terms of the contract. The hours of operation, activities, and programs were consistent with the
intent of the contract. The fees charged were compatible with other Municipal recreation centers and
public participation appeared to be satisfactory.
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M .Cipa]_ity P.O. Box 196650

Anchorage, Alaska 99519-6650
Telephone: (907) 343-4438
Of Fax: (907) 343-4370

http://www.ci.anchorage.ak.us

Anchorage

George P. Wuerch, Mayor

OFFICE OF THE INTERNAL AUDITOR

October 4, 2001
Honorable Mayor and Members of the Assembly:

The attached report is submitted for your review.

Internal Audit Report 2001-7
Real Estate Property Tax Exemptions

Property Appraisal Division
Finance Department

As part of the 2001 Audit Plan, we have completed an audit of real estate property tax exemptions
at the Property Appraisal Division, Finance Department. The objective of this audit was to
determine if real estate property tax exemptions were being properly administered. Specifically, we
evaluated the process for granting exemptions, reviewed exemption files for adequacy, and tested
selected exemptions for compliance with statutory requirements. We also reviewed the
documentation for Alaska Seafood International, the MacKay Building, and the Knik Arm Power
Plant to determine if the intent of the special exemptions was met. Our audit did not include
municipal, state, federal, University of Alaska, cemetery, and sprinkler exemptions. The audit was
conducted in accordance with generally accepted government auditing standards, except for the
requirement of an external quality control review, and accordingly, included tests of accounting
records and such other auditing procedures as we considered necessary in the circumstances. The
audit was performed during the period of May through June 2001. The audit was requested by the
Assembly. The draft report was provided to Management on July 19, 2001, and Management
comments were received on October 1, 2001.

Property tax exemptions were not properly managed and required improvement. Weaknesses
included: exemptions were not reviewed on a periodic basis to ensure they were still valid,
exemption codes were not consistently removed from the database when a parcel was conveyed, and
documentation in the exemption files was not always adequate to support why a particular parcel was
exempted or whether an exemption was still appropriate.
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M .Cipa]_iw P.O. Box 196650

Anchorage, Alaska 99519-6650
Telephone: (907) 343-4438
()f Fax: (907) 343-4370

http://www.ci.anchorage.alk.us

Anchorage

George P. Wuerch, Mayor

OFFICE OF THE INTERNAIL AUDITOR

December 4, 2001
Honorable Mayor and Members of the Assembly:

The attached report is submitted for your review.

Internal Audit Report 2001-8
Change Orders

Purchasing Department

As part of the 2001 Audit Plan, we have completed a statistical analysis of construction contract
change orders. The objective of this audit was to determine the number of change orders that were
processed during the period of January 1, 2000, through September 30, 2001. Specifically, we
reviewed selected construction projects to determine the reasons for the change order, whether the
final project costs were more than the highest bid, and the accuracy of the engineer’s estimate for
the project. The audit was conducted in accordance with generally accepted government auditing
standards, except for the requirement of an external quality control review, and accordingly, included
tests of accounting records and such other auditing procedures as we considered necessary in the
circumstances. The audit was performed during the period of August through October 2001. The
audit was requested by the Administration.

Between January 1, 2000, and September 30, 2001, there were 235 change orders totaling
$8,907,323 that pertained to construction contracts that were still open, having been initiated
between January 1, 1997, and September 30, 2001. Overall, the change orders were processed in
accordance with Title 7 and appeared to be reasonable.
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Anchorage

George P. Wuerch, Mayor

OFFICE OF THE INTERNAL AUDITOR

December 31, 2001
Honorable Mayor and Members of the Assembly:
The attached report is submitted for your review.
Internal Audit Report 2001-9
Permit Center

Development Services Department
Office of Planning, Development and Public Works

As part of the 2001 Audit Plan, we have completed an audit of the Permit Center. The objective of
this audit was to provide management with an assessment of the quality of customer service at the
Permit Center with recommendations for improving the process. The audit was conducted in
accordance with generally accepted government auditing standards, except for the requirement of
an external quality control review, and accordingly, included tests of accounting records and such
other auditing procedures as we considered necessary in the circumstances. The audit was performed
during the period of September through October 2001.

The consolidation of permitting functions into the Development Services Department has been a
good step toward improving customer service. We found it logical for all the functions that relate
to obtaining a building permit, from early planning through final occupancy, to be organized beneath
a single operational level manager and be located at the Permit Center. This organization should
naturally lead to better coordination and cooperation between the functions, and result in improved
customer service.

Throughout our review we noted areas where customer service could be improved. Employees
required additional customer service training and clearly documented expectations. We also
observed that the divisions within the Development Services Department and the sections within
those divisions did not function as a team nor with a common vision of how things should be done.
This adversely affected customer service, the efficiency of the process, and the quality of the work.
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ANCHORAGE MUNICIPAL CODE 3.20

“3.20.100 Office of internal audit established; staff.

A. There is established an office of internal audit to provide the assembly and the mayor with
objective information to assist them in determining whether government operations are

adequately controlled and whether the required high degree of public accountability is
maintained.

ls

The office of internal audit shall meet generally accepted government audit standards with
regard to independence.

The director of internal audit shall be appointed by the mayor with concurrence of a majority
vote of the assembly.

The director of internal audit may be dismissed by the mayor only for cause shown, and only
with concurrence of a majority of the assembly.

The director of internal audit shall be a person able to manage a professional audit staff,
analyze financial records and evaluate operations for economy, efficiency and program
results.

The director of internal audit shall be either a certified internal auditor or a certified public
accountant.

The director of internal audit shall not be actively involved in partisan political activities or
the political affairs of the municipality.

The director of internal audit shall interact with the municipal audit committee to ensure
maximum coordination between the needs of the assembly and the mayor in the development
and execution of the annual audit plan.

B. The director of internal audit shall have such assistants and employees as are necessary to
perform all required duties.

(AO No. 77-359; AO No. 79-27; AO No. 80-5; AO No. 88-70(S))

Charter reference(s)--Independent audit, § 13.10."
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“3.20.110 Responsibilities of the director of internal audit.
A. No later than January 31 of each year, the director of internal audit shall:

1. Prepare a draft annual audit plan;
2. Submit the draft plan to municipal audit committee members for review and comment; and

3. Finalize the plan and submit it to the municipal audit committee for final review and
endorsement.

The audit plan shall be the official list of audits to be conducted by internal audit during the year.
Additionally, the director of internal audit may revise the audit plan during the year to include
other appropriate audits, which are consistent with the responsibilities specified in section
3.20.100, and promptly submit the revisions to municipal audit committee members for review
and comment and then to the mayor and assembly for approval. Except for audits such as cash
and inventory audits where, based on the professional judgment of the director of internal audit,
prior notification may hinder the effectiveness of the audit, no audit to be added to the annual
audit plan as a revision may commence until the audit plan is revised and approved per this
subsection.

B. In addition to those audits contained in the annual audit plan outlined in subsection A of this
section, audits may also be undertaken at the direction of the mayor or a majority of the
assembly. The mayor will notify the assembly through an assembly information memorandum
(AIM) or other appropriate means prior to commencement of such audits.

C. The director of internal audit shall cooperate with federal and state auditors and independent
auditors so that the desirable audit coverage is provided and audit effort may be coordinated.

D. The director of internal audit shall have responsibility to conduct expanded scope audits of all
municipal departments, agencies, authorities and activities to independently determine whether:

1. There are adequate internal administrative and accounting control systems in place and that
they are functioning as intended;

2. Activities and programs being implemented have been authorized by the assembly, the mayor
or this Code;

3. Activities and programs are being conducted in a manner contemplated to accomplish the
objectives intended by the assembly, the mayor or this Code;

4. Activities or programs efficiently and effectively serve the purpose intended by the assembly,
the mayor or this Code;
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5. Activities and programs are being conducted and funds expended in compliance with
applicable laws;

6. Revenues are being properly collected, deposited and accounted for;

7. Resources, including funds, property and personnel, are adequately safeguarded, controlled
and used in a lawful, effective and efficient manner;

8. Financial and other reports are being provided that disclose fairly and fully all information
that is required by law, that is necessary to ascertain the nature and scope of programs and
activities, and that is necessary to establish a proper basis for evaluating the programs and
activities; and

9. During the course of audit work, there are any indications of fraud, abuse, conflict of interest
or illegal acts.

E. Audits shall be conducted in accordance with generally accepted government auditing standards.

F. Inall matters relating to the audit work, the director of internal audit and the audit staff must be
free from personal and external impairments to independence and shall maintain an independent
attitude and appearance.

G. The director of internal audit shall present conclusions, findings and recommendations, along
with verbatim responses from the administration, in a written audit report.

H. The written audit report shall be promptly presented simultaneously to the mayor and the
assembly.

I. Copies of final audit reports of the office of internal audit shall be available for public inspection
during regular business hours.

J.  The duties of the director of internal audit under this section shall not be construed to replace or
relieve the responsibility of any other person.

K. This section shall not apply to the Anchorage Telephone Utility or its board of directors unless
otherwise agreed by the Anchorage Telephone Utility.

(AO No. 77-359; AO No. 79-27; AO No. 88-70(S); AO No. 91-173(S); AO No. 95-165(S-1), § 2,
10-3-95)"
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¢3.20.120 Responsibilities of the administration when deficient conditions disclosed by
audit.

A. The administration shall:

1. Plan or implement corrective action in response to reported deficient conditions within 30
days of receiving a draft internal audit report disclosing the conditions;

2. Submit to the director of internal audit a written response stating concurrence or
nonconcurrence with the audit findings and action taken or planned under subsection A of
this section to correct the reported deficiencies, suitable for verbatim inclusion in the final
report of audit; and

3. If the response under subsection B of this section describes a plan of action, submit to the
director of internal audit a second report promptly upon implementing the plan.

B. This section shall not authorize the public disclosure of material that is confidential or privileged
under federal, state or local law, or material the public disclosure of which otherwise would

constitute an unwarranted invasion of personal privacy.

C. This section shall not apply to the Anchorage Telephone Ultility or its board of directors unless
otherwise agreed by the Anchorage Telephone Ultility.

(AO No. 77-359; AO No. 79-27; AO No. 88-70(S); AO No. 91-173(S))"
¢“3.20.130 Access to municipal information by office of internal audit.

A. In the performance of their duties under section 3.20.110, the director of internal audit and
internal audit staff are authorized to have full, free and unrestricted access to:

1. All public records, as defined in section 3.90.020;
2. All activities of the municipal government;

3. All municipal property;

4. All municipal personnel; and

5. All policies, plans and procedures and records pertaining to expenditures financed by
municipal funds.

B. This section shall not apply to the Anchorage Telephone Utility or its board of directors unless
otherwise agreed by the Anchorage Telephone Utility.

(AO No. 77-359; AO No. 79-27; AO No. 88-70(S); AO No. 91-173(S))"
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