

































































Municipality of Anchorage

P.0. Box 196650 ¢ Anchorage, Alaska 99519-6650) o Telephone: (907) 343-4438 o Fax: (907) 343-14370 http://www.muni.org

sayor Mark Begich

Office of the Internal Auditor

September 15, 2005
Honorable Mayor and Members of the Assembly:
The attached report is submitted for your review.
Internal Audit Report 2005-10
Safety Procedures and Records
Port of Anchorage

As part of the 2005 Audit Plan, we have completed an audit of safety procedures and records at the
Port of Anchorage (Port). The objective of this audit was to determine the adequacy of operational
safety procedures and records at the Port. Specifically, we reviewed 2000 through 2003
incident/accident reports, 2002 through 2004 Occupational Safety and Health Administration
(OSHA) logs, safety meeting reports, Municipal loss reports, as well as OSHA regulations,
Anchorage Municipal Code, Municipal Policies and Procedures, and job descriptions. We also
conducted interviews with Port, Terminal Operator and Municipal personnel, and documented safety
hazards for three days with digital photography. 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 other auditing procedures
as we considered necessary in the circumstances. The audit was performed during the period of June
through July 2005. The audit was requested by the Port Administration.

The Port did not have an effective and comprehensive safety program. Specifically, the personal
protective equipment policy was not enforced, there was no officially designated safety officer, an
OSHA required workplace hazard assessment report had not been prepared, and the Port safety and
health manual was not complete. In addition, the Terminal Operator Permits did not address safety
roles and responsibilities. We also did not find any recent documentation indicating accident
investigations, cause analysis and prevention methods. During the course of our audit, we noted and
documented numerous safety violations at the Port. We also did not find a record of any visits by
the Municipal Safety Director to the Port. The Port Maintenance Shop does conduct monthly safety
meetings and has a good safety record of one OSHA recordable injury per year for 2002 thru 2004.
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Mumicipality of Anchorage

P.0. Box 196650 ¢ Anchorage, Alaska 99519-6650) o Telephone: (907) 843-4438 » Fax: (907) 343-4370 http://www.muni.org

~layor Mark Begich

Office of the Internal Auditor

September 22, 2005
Honorable Mayor and Members of the Assembly:
The attached report is submitted for your review.
Internal Audit Report 2005-11
Municipal Leases
Heritage Land Bank

As part of the 2005 Audit Plan, we have completed an audit of Municipal leases. The objective of
this audit was to review general government leases. Specifically, we contacted Municipal
departments to develop a list of general government leases. We also reviewed all leases where the
Municipality was the lessor to test for timely and correct payments. Finally, we judgementally
selected 41 leases to determine compliance with rent adjustment clauses.

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 through June 2005. The audit
was requested by the Administration.

Our review revealed that the responsibility for lease administration was unclear and leases were not
always administered properly. The administration of general government leases was decentralized
to nine different Municipal departments, although Anchorage Municipal Code 25.10.030, Powers
and Duties of Department of Property and Facility Management, assigns the administration of leases
to Property and Facility Management. However, Anchorage Municipal Code 25.10.030 is outdated
as, under current Municipal organization, this department has been replaced by Facility and Fleet
Maintenance with the Real Estate Services function being transferred to the Heritage Land Bank.
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;;Municipality of Anchorage

sayor Mark Begich

Office of the Internal Auditor

October 12, 2005
Honorable Mayor and Members of the Assembly:
The attached report is submitted for your review.
Internal Audit Report 2005-12
Fuel Controls
Municipal Light and Power

As part of the 2005 Audit Plan, we have completed an audit of fuel controls at Municipal Light and
Power (ML&P). The objective of this audit was to determine the adequacy of controls over fuel
inventory at ML&P’s Plants #1 and #2. The audit included the review of 1999 through 2005
generation and fuel oil reports, the Policy and Procedures for fuel oil gauging, and the processes
utilized for monitoring fuel consumption. We also reviewed a 2001 engineering report concerning
the fuel measurement process at Plant #2, conducted interviews with ML&P personnel, documented
the measurement process with on-site verification, and walked the fuel lines.

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
records and such other auditing procedures as we considered necessary in the circumstances. The
audit was performed during the period of July through August 2005. The audit was requested by
the Administration.

ML&P’s controls over fuel inventory appear reasonably sound. However, our review revealed fuel
consumed by the #5 prestart engine was not deducted from the inventory, thus overstating the record
balance of fuel and decreasing the likelihood of a fuel leak. In addition, the spreadsheets utilized
for inventory control contained errors that exacerbated their fuel discrepancy. Also, the ML&P
Standard Operating Procedure for Fuel Oil Gauging (Procedure 45-2) did not contain the same
gauging methodology as prescribed by the manufacturer of the equipment.
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Mumicipality of Anchorage

P.0. Box 196650 ¢ Anchorage, Alaska 99519-6650 o Telephone: (907) 343-4438 o Fax: (907) 343-4370 http://www.muni.org

stayor Mark Begich

Office of the Internal Auditor

November 23, 2005
Honorable Mayor and Members of the Assembly:
The attached report is submitted for your review.
Internal Audit Report 2005-13
Billing Process
Anchorage Fire Department

As part of the 2005 Audit Plan, we have completed an audit of the billing process at the Anchorage
Fire Department. The objective of this audit was to determine whether the Anchorage Fire
Department properly and accurately billed for code enforcement, inspections, plan reviews, and false
alarms. Specifically, we reviewed a random sample of fire inspections conducted during the period
of January through June 2005, tested selected fire plan review fees and payments, and tested all false
alarm records for 2004.

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 August 2005. The audit
was requested by the Administration.

Our review revealed that plan reviews and false alarms were properly billed. However, the Fire
Prevention Division can improve the billing process for code enforcement and inspections.
Specifically, we found that fees for fire inspections were not always correctly calculated, Fire
Inspection Notices did not always contain complete information for billing purposes, and incorrect
mailing addresses have contributed to excessive write-offs of fire inspection fees. We also found
that fire inspection fees were not billed timely and payments received by fire inspectors were not
always deposited timely. Finally, supporting documentation was not always readily available, and
the Fire Prevention Operation Manual had not been updated since December 1996.
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Municipality of Anchorage

P.0O. Box 196650 ¢ Anchorage, Alaska 99519-6650 o Telephone: (907) 343-4438 o Fax: (907) 343-4370 http://www.muni.org

sayor Mark Begich
Office of the Internal Auditor

December 27, 2005
Honorable Mayor and Members of the Assembly:
The attached report is submitted for your review.
Internal Audit Report 2005-14
Planning Fee Revenue
Planning Department

As part of the 2005 Audit Plan, we have completed an audit of Planning Department fee revenue.
The objective of this audit was to determine if Planning Department fees were properly collected
and allocated, and if the automated invoicing system worked as intended. Specifically, we reviewed
the invoicing spreadsheet and the associated files to determine if the intended revenue management
and reporting function had been met. In addition, we judgementally selected a sample of 48
transactions for 2005 to trace to payment records. Finally, we compared the Planning Department
fee schedule to Title 21 and tested if all revenue was captured by the automated invoicing system.

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 2005. The audit was
requested by the Administration.

Planning Department fees were generally collected and allocated to the correct accounts. However,
the automated invoicing system was not used consistently and accurately. We also found duplicate
transactions, and no mechanism for approval of voided transactions. Finally, our audit revealed that
the automated invoicing system data had never been reconciled to PeopleSoft data and the Planning
Department lacked standard operating procedures that reflected current policies and procedures.
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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.

. 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 references: Independent audit, § 13.10.”

«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:

L

Prepare a draft annual audit plan;

Internal Audit Department - 2005 Annual Report
January 17, 2006
Page 28



%

3.

Submit the draft plan to municipal audit committee members for review and comment; and

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.

. 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.

. 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.

. 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:

1L

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

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

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

Activities or programs efficiently and effectively serve the purpose intended by the
assembly, the mayor or this Code;

Activities and programs are being conducted and funds expended in compliance with
applicable laws;

Revenues are being properly collected, deposited and accounted for;

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

L. 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)”

¢“3.20.120 Responsibilities of 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
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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 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))”

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:

i

2.

All public records, as defined in Section 3.90.020;
All activities of the municipal government;

All municipal property;

All municipal personnel; and

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(5))”
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