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M uNrcrPALtrY oF AttcHoRAGE

In te rna l  Aud i t  Depar lment
632 W 6 'n  Ave. .  Sur te  600

Phone: 907-343-4438
Fax: 907-343-4370

Mayor Dan Sull ivan

January 15,2013

Honorabie Mayor and Members of the Assembly:

Attached is the lntemal Audit Deparfnent2}lz Annual Report for your review and information.

This report includes background information on the audit profession, a sunmary of the 2012
internal audit activity and the portion of the Anchorage Municipal Code pertaining to the Internal
Audit Department.

According to Anchorage Municipal Code 3.20.100, the primary focus of the Intemal Audit
Department is to provide the Assembly and the Mayor with objective information to assist them in
determining whether goverrrment operations are adequately controlled; whether the required high
degree of public accountability is maintained over public funds; and to improve the efficiency and
effectiveness of Municipal government. To accomplish this, we perform audits to ensure the
reliability and integrity of financial records, compliance with established policy and procedures,
accountability and protection of Municipal assets and the achievement of program results.

During 2012, the lnternal Audit Department issued l l audit reports, 11 sunset audit reports and
performed 5 special projects.

| /i) I ) ,./I iZl /tu<-
Peter Raiskums, CIA, CFE, CGFM
Director. lntemal Audit
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INTRODUCTION

DEFINIT ION OF AUDIT ING

Audit is a tcrnr uscd to dcscribc procedures pcrlonred by an auditor in exarlining financial records,
revieu'ing compliance rvith lalvs and regulations, assuring the efficiency and economy of
operations, and cvaluating thc clTectiveness in achieving progranr rcsults.

Thc audit proccss includes an cr''aluation of intemal controls, exarrrination of financial and other
data, rcvicrv of nranagcnrcnt systclls and progranrs, and rcconrnrendations for inrprovernent.

Auditors arc classi l lccl into t*o catcgorics - intcnral auditors and cxtcnral auditors.

Internal Auditors are cnrployccs of the Municipali ty of Anchoragc. Emphasis is on
clctcnrining n'hcthcr thc rcquircd high degree of public accountabil i ty is maintained and
inrproving thc eff iciency arrd effectiveness of govenmrcnt operations and activit ies. To
acconrpl ish this, thc auditors locus on accourttabi l i ty, internal controls and inrproving
nranagcnrcnt e-lt lcicncy. Although intenral aLrditors are Municipal cmployees, the Municipal
Codc pror idcs a l}anrcwork lbr thcnr to opcratc with complctc indcpcndcncc.

External -{uditors arc not cnrployccs o1'thc Municipali ty ol- Arrchorage. External auditors
pcrlbrnr, undcr contract, an annual audit of ' thc l lnancial rccords ol- thc Municipali ty and t l ic
fcderal and statc single audits. Thc cnrphasis is on the laimess of linancial rcpresentations. The
Municipal Asscnrbly is rcsponsilr lc for thc annual indcpendcnt f inancial audit,  annual lederal
singlc audit and annual statc singlc audit of al l  Municipal accounts. Thc annual audits are
ovcrsccn by thc Audit Conurittec. Thc cert i l led public accounting f irm of Mikunda, Cottrel l  &
Co. is currcntly thc cxtcrnal auditor lor thc Municipali ty of Anchoragc.

AUDIT PROCEDURES

The Intemal Audit Depafiment perlonris audits in accordance with gcnerally accepted government
auditing standards, except lor thc rcquirenrent of an external peer review. A pccr rcview is not
pcrfomrcd duc to budgct constraints.

Thc audit proccss involvcs thrcc phascs: sl lrvcy, f ield work, ancl rcponing. Conrnrunication with
auditees is an inrpoftant paft of all three phases.

Surver' - Suncy work consists of discussions with agency personnel, physical inspections,
revicu' ol- rccords, aud sarnple tests of transactions. In addition, auditors obtain an
understanding of intenial controls significant to the audit objectives and consider whether
specific intemal control procedures have been properly designed and placed in operation.

In tc rna l  Aud i t  Dcpar tn rcn t  -  2012 Annua l  Rcpor l
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Field Work - During field work, the auditor plans and defines audit objectives, reviews and
evaluates extensive data, docurnents findings, and develops recommendations for corrective
action.

Reporting - At thc end of field work, thc results of thc audit are conrmunicated to olficials at
various levels of govenrnrent. Findings and recomnrendations are presenled in a draft report
that is funrishcd to auditees lor their review and responsc. The final audit reporl includes the
auditor's fi ndi n gs ancl rcconr r-ncndation s and nranagcrrent's responscs.

S C H E D U L I N C  O F  A U D I T S

Thc Director of Intcmal Audit prepares an artnual audit plan at the beginning of each fiscal year,
r i 'hich is approvcd by the Municipal Audit Corlmittcc. Input is sol icitcd I iom the Municipal
Asscnrbly, thc Mayor, and Adnrirr istration off icials. The audit plan may also be reviscd during the
ycar to acconlnodatc reqllests liom the Municipal Assenrbly and the Administration. Criteria for
schcduling audits includc thc fol lorving:

- Rccprcsts by thc Municipal Asscnrbly and Administratron

- Potcrrtial lbr cost sar.'ings through rnorc elficient, ellcctivc nranagcrnent

-  Potcnt ia l  lbr  increasing rer  enucs

- Areas u' i th a high risk of loss or misappropriat ion

- Suspcctcd fi'aud or crror

- Areas idcnti l lccl w,ith r i  cak intcrnal controls or known problcnrs

- Salcguarding and nranagcr.ncnt of MLuricipal asscts

- lssucs idcntif icd by thc cxtcnral aLrditors

DISTRIBUTION OF AUDIT REPORTS

Audit repons are distr ibuted to the Mayor, each Municipal Assernbly Member, the Municipal
Manager, the Chief Fiscal Officer. the respective Department Director, and other Municipal
pcrsonrrel as appropriate.

In tc rna l  Aud i t  Dcpar tn rcn t  -  2012 Annua l  Rcpor t
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Copies of reports are available to the public at the following locations:

l. Serial section of the Z J Loussac Public Library, 3600 Denali Street, Anchorage, Alaska

2. The Municipal Internal Audit Depafiment, 632 West 6th Avenue, Suite 600, PO Box
196650, Anchorage, Alaska 995 19-6650, te lephone (907) 343-4438, fax (907) 343-4370, e-
mai I : raiskurlsprv((irnruni.ors

3. Intcrnal Audit Deparlrrent Website: http://w',vw.rlLrni.or9clcpartnrcnts/intcnral_aLrdit

STAFFINC OF THE OFFICE OF INTERNAL AUDIT

Current staff nrernbers arc:

Pclcr Raiskunrs. Director
Michacl Chadu'ick, Principal Auditor
Scott Lcc. Scrt ior Auditor
. layi Schin. Senior Auditor
Chris Moorc. Audit Tcchnician

l'hc crrrrent dcparlnrcnt Dircctor providcs thc Municipality lvitli rnorc than 17 ycars of auditing
cxpcricncc. Thc currcnt audit staff providcs thc Municipali ty with a combined total of
approxinratcly 28 years of auditing cxperience. Profcssional ccrlifications held by department
pcrsonncl inclLrdc: Ccnif icd Intcrnal Auditor (CIA), Ccrl i f icd Fraud Exartr incr (CFE), Ccrl i f icd
Govcrnnrent Financial Managcr (CGFM), and Cerl i f ied Intenral Controls Auditor (CICA).

Gor.'crnnrcnt Auditing Standards Scction 3.7(r requires that each auditor complete, every two years,
at lcast 80 hours ol '  continuing prol-cssional education that directly enhance the auditor 's
prof-cssiorral proficicncy to pcrlonl audils. At lcast 24 of thc 80 hoLrrs should be in subjccts directly
rclatcd to governnrent audit ing, thc govenrnlent environrttent, or the specif ic or unique environment
in r i 'hich thc auditcd cntity opcratcs. At least 20 hours ol- the 80 should bc conrplcted in any onc
ycar of the tlro-year pcriod. The courses taken by audit staff to fulfill this requiremcnt help keep
thcrn up-to-datc r i  i th thc latcst audit ing tcchniques and current audit issues.
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INDEX OF 2012 AUDIT REPORTS
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2OI2 AUDIT REPORTS

NUMBER DATE REPORT NAME DEPARTMENT

011051122011 Annual  Repor l

2012-01 02t09t12
National Pollut ion Discharge
Elimination System Permit

Anchorage Water and
Wastewater Utility

2012-02 03t08t12
20l l  Par1s, Tires and Lubricants
Inventory

Public Works

20 r2-03 03/08/ I  2
201 I Parts, Fucl and Lubricarrts
Inverrtory

Public Transportation

2012-01 0 , 1 i 1 8 / 1 2
Uniforrn and Entry Way Mat Rental
Contract

Anchorage Water and
Wastcwatc r  Ut i l i t v

201 2-05 0540 t12 Bradley Lake Hydroelectr ic Projcct
MLrnicipal Light and

Power

2012-06 06 i  19 t  12 Inccnt ivc Pay Plans Employcc Relations

l 0 l l - 0 7 06 t  t 9 t  t 2
Pol icc arrd F i rc  Rct i rcc Mcdica l
Tnrst  l 'wo-Ycar  Rcvicw

Eniployee Rclat ions

201 2-08 09, l3 t12
Annual M unicipal Procuremcnt
Card Rcvicw

PLrrchasing

2012-09 t0 t29 t12
Envi ronmcnt  Serv iccs Div is ion
Cash Controls

Health and Human
Services

l 0 1  l -  l  ( ) t 2120 l ) Real Property Exemptions Finance

2 0 1 2 - l  I t2 t2 .8112
Customcr Service Division Re fund
Controls

Anchorage Water and
Wastewater Uti l i ty

In tc rna l  Aud i t  Dcpar tmcnt  -  2012 Annua l  Rcpor t
January  |  5 ,  20 l - l

Page 8 of42



INDEX OF 2012 SUNSET AUDIT REPORTS
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2OI2 SUNSET AUDIT REPORTS

NUMBER DATE COMMISSION/BOARD DEPARTMENT

2012-s I 0 8 / 1 5 / 1 2
Anchorage Coninrunity Diversity
Advisory Comniission

Employee Relations

20 I 2-S2 08115112
Anrericans With Disabil i t ies Act
Advisory Conrnrission

Health and Human
Services

20 r 2-s3 081  |  5 l  t 2
Munic ipa l  Heal th  and Hunran
Scn, iccs Conrnr iss ion

Health and Human
Scrvices

20 l2 -S ; l 0 8 / l 5 r l 2 Scnior  Ci t izcns Advisory Conrnr iss ion
Hcalth and Human

Services

l 0  l  2 -s5 0 8 i 1 5 / 1 2 YoLrth Advisory Commrssron Parks and Recreation

20 1 2-56 08t 1 5t t2
Heritage Land Bank Advisory
Conrnr iss ion

Hcritage Land Bank

2012-57 0 8 / 1 5 / 1 2
M unicipal Airports Aviation Advisory
Coninr iss ion

Meni l l  F ie ld  Ai rpor t

2 0 1  2 - S 8 0 8 / 1 5 / 1 2 Port Conrnrission Porl of Anchorasc

2 0 1  2 - s 9 Library Advisory Board
Anchoragc Public

Library

2 0 1 2 - s l 0 0 8 / 1 5 i 1 2 Public Transit Advisory Board Public Transportation

20r2-sr l 0 8 / 1 5 i 1 2
Board of  Bui ld ing Regulat ion
Eixanrincrs and Appcals

Conrmunity
Dcvclopmcnt
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INDEX OF 2012 SPECIAL PROJECTS
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2OI2 SPECIAL PROJECTS

DATE SUBJECT RECIPIENT

02107 12 Purchasing/Warehouse Dcpartnrent
Anchorage School

Distr ict

0 5 1 1 7 1 1 2 Emission Program - Records Destruction Administration

05t29112 201 I Procurcnrent Card Rebate Administration

9  1 3 1 1 2 Pcrfornrance Measures Adnrinistration

9 t26 t12 201 I  MLrn ic ipa l  Travc l Adrl inistration
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EXECUTIVE SUMMARIES FROM

2OI2 AUDIT REPORTS
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February 9,2012

Honorable Mayor and Members of the Assembly:

I anr pleased to present Internal Audit Report 2012-01, National Pollution
Discharge Elimination S1'stem Permit, Anchorage Water and Wastewater
Utilitv fbr yoLrr review. A brief summary of the report is presented below.

In accordance n, i th the 20l lAudit  Plan, we have completed an audit  of the National
Pollutiorr Discharge Elimination System Permit. The objective of this audit was to
deternrine if there were sufflcient internal controls to ensure the accuracy of reported
data. Specifically, rve selectively traced data from the monthly 20ll Discharge
Monitoring Reporls and the 20l0 Annual Reporl to source documents to validate the
reporled quantities. In additron, we reviewed the Monitoring Program Plan and the
Operation and Maintenance Plan to detcrmine if Anchorage Water and Wastewater
Utility complied rvith nronitoring and reporting requirements.

Based on our revierv, lve deternrined that Anchorage Water and Wastewater Util ity's
internal controls were generally sufficient to ensure cornpliance with the Permit's
monitoring, recordir-rg, and reporting requirenrents. However, we fbund that
procedures controllir-rg Anchorage Water and Wastewater Util ity's rnonitoring
reports and Kinnetic Laboratories, Inc. supplied data did not always detect errors and
ornissiorrs. Specifically, required monitoring activities were not always perfbrmed,
data provided by Ancl-rorage Water ar-rd Wastewater Util ity did not always match
supporling documents, and sonle suppor-ting documents lacked required information.
Finally, data provided by Kinnetic Laboratories, Inc. did not always match
supporli ng doc unrents.

There were two findings in connection with this audit. Management was responsive
to the flndines and recommendations.

In le rna l  Aud i t  Dcpar tn rcn t  2 ( )12  Annua l  Repor r
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March 8.2012

Honorable Mayor and Members of the Assembly:

I anr pleased to present for your review Internal Audit Report 2012-02; 20ll
Parts, Tires and Lubricants Inventory; Fleet Maintenance Section;
Maintenance and Operations Division; Public Works Department. A brief
sumnrary of the repor-t is presented below.

In accordance u.'ith the 201 I Audit Plan, we have completed an audit of the annual
parts, tires and lubricants inventory at Irleet Maintenance. The objective of thrs audit
was to deten-nine if the vear-end physical inventory was reasonably accurate and any
adjLrstnients necessary were properly entered into the PeopleSoft financial records.

The physical inventory resulted in a final valuation of $355,751.84. The value of the
inver-rtory rvas based on a iveighted average unit cost. A net adjustment of $13,036.76
rvas nrade to decrease PeopleSofi flnancial records to brirrg them in agreement with
the physical count. Based on ollr inventory observation, it is our opinion that the
physical inventory was reasonably accurate.

There were no flndines or recon-rmendations in connection with this audit.

l n tc rna l  Aud i t  Dcpar tn rcn t  2012 Annua l  Rcpor r
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March 8.2012

Hor-rorable Mayor and Members of the Assembly:

I anr pleased to present for your review Internal Audit Report 2012-03; 20ll
Parts, Fuel and Lubricants Inventory; Public Transportation Department. A
brief summary of the report is presented below.

In accordance u,ith the 201 I Audit Plan, we have completed an audit of the annual
inventory at PLrblic Transportatior-r. The objectrve of this audit was to determine if
the year-errd physical inventory of parts, fuel and lubricants was reasonably
accurate and any ad.justments necessary were property entered into the financial
records.

Based on our inventory observation, it is our opinion that the physical inventory
was reasonably accurate. l 'he parts physical inventory resulted in a final valuation
of $612,494.78. A r-ret adjr.rstn-rent of $ 1,976.80 was made to decrease PeopleSoft
tlnancial records to bring them in agreement with the physical count. The fuel and
lubricants physical inventory resulted in a f lnal valuat ion of $ I  86,062.64.

There were no flndrncs or recommendations in connection with this audit.

In tc rna l  Aud i t  Dcpar tn ren t  -  2012 Annua l  Rcpor t
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April 18,2012

Honorable Mayor and Members of the Assembly:

I anr pleased to present Internal Audit Report 2012-04, Uniform and Entry Way
Mat Rental Contract, Anchorage Water and Wastewater Util ity for your review.
A brief sun1n1ary of the report is presented below.

In accordance r.vith the 201 lAudit Plan, we have completed an audit of the uniform
and mat rental contract. The objective of this audit was to determine whether
Ar-rchorage Water and Wastewater Utility had proper internal controls over
revierving, authorizing, and issuing payment fbr unifbrm contract services.
Specifically, rve judgmentally selected a sample of paid invoices to determine
rvhether the charges on the invoices fbr unifbrms and entry way mats complied with
the contract. We also revicrved the invoices to determine whether the types and
quantities of'Lrnilbnls cLlrrently issued to Anchorage Water and Wastewater Util ity
employees appeared reasonable. Finally, we interviewed appropriate Anchorage
Water and Wastervater Utility staff to determine wl-rether Anchorage Water and
Wastewater Util ity had an internal inventory system to track uniforms to ensure that
Anchorage Water and Wastewater Utility only paid for uniforms actually provided
by the Conffactor, and retrieved issued uniforms from en"rployees when they were
ternrinated or transf erred.

Based olt our review, we determined that internal controls over reviewing,
authorizing, and issuing payr-nent fbr unifbrm contract services required
strer-rgthening. Specifically, the mandatory inventory was not conducted. In addition,
the amourrts billed by the Conffactor and paid by Anchorage Water and Wastewater
Utility for r-nissing unrfbms appeared excessive. Anchorage Water and Wastewater
Utility also pard for unifoms that were not provided and the Contractor billed
Anchorage Water and Wastervater Utility for entry way mats at a rate higher than the
contract rate. Furtl-rermore. the nurr-rber of unifbrn-rs issued to some Anchorage Water
and Wastewater Utility en-rployees appeared to be excessive and the number and
types of unifbrms issued to Anchorage Water and Wastewater Utility employees

In te rna l  Aud i t  Dcpar tn ren t  -  2012 Annua l  Rcpor t
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were inconsistent. Also. Anchorage Water and Wastewater Util ity did not maintain
therr own inventory records to ffack the quantity and type of uniforms issued to
en-rployees. Finally, Anchorage Water and Wastewater Utrlity's terrnination checklist
did not include issued clothing to ensure employees retumed uniforms when
employment terminated or they transferred to another plant location.

There were eight findirigs in connection wrth this audit. Management was responsive
to the findings and recommendations.
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May I 0,2012

Honorable Mayor and Members of the Assembly:

I am pleased to present Internal Audit Report 2012-05, Bradley Lake
Hydroelectric Project, Municipal Light and Power fbr your review. A brief
sun"lmary of the reporl is presented below.

In accordance rvi th the 2012 Audit  Plan, we have completed an audit  of the Bradley
Lake Hydroelectric Project. The objective of thrs audit was to determine whether the
charges by Homer Electric Association during calendar year 201 I for the operation
and r-naintenance of the Project were in compliance with the applicable agreements.
Specifically, we reviewed all charges to Alaska Energy Authority by Homer Electric
Assoc ra t i on  f rom January  1 .201 l .  t o  December  31 .2011 .

Based on oLlr revierv, tl ie operation and maintenance expenditures made by Homer
Electric Association in calendar year 201 I to the Project were in compliance with the
appl icable agreenrents.

There were no flndines in connection with this audit.

In tc rna l  Aud i t  Dcpar tn rcn t  2012 Annua l  Rcpor t
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I-lonorable Mayor and Mernbers of the Assembly:

I am pleased to present Internal Audit
Emplovee Relat ions fbr your review. A
below.

June 19,2012

Report 2012-06, Incentive Pay Plans,
brief summary of the report is presented

In accordance rvith the 201 2 Audit Plan, we have completed an audit of the Incentive
Pay Plans. The objective of this audrt was to deternrine if the various Programs
were properly managed, nronitored, and supported by appropriate documentation.
Specifically, \\,e revierved docunrentation to deternrine whether Progran"t
requirenrents were successfr-r l ly completed, including enrol lmetrt  t imel iness, safety
meeting attendance, and quarterly reviews.

Based on our revier,v, the Anchorage Police and Fire Departments properly
adniinistered and monitored their respective Performance Pay Incentive Programs
ensuring that all entployees satisf-actorily met all requirements before receiving the
appropriate pay increase. In addition, parlicipants in Local 7l's Perfbnnance Step
Progran-r generally cornplied with program requirements. However, Employee
Relations had r-rot ensured that the various perfbrmance incentive programs at the
other Departnte nts werc rnanaged and monitored according to the contracts.
Spectfically, we fbund that most Departments did not effectively manage and
mor-ritor the incentive Prosrams.

Tl-rere were stx flndings in connection with this audit. Management was responsive to
the findrngs ar-rd recor-nmendations.

In tc rna l  Aud i t  Dcpar tmcnt  -  2012 Annua l  Repor t
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June 19,2012

Hor-rorable Mayor and Members of the Assen-rbly:

I anr pleased to present Internal Audit Report 2012-07, Police and Fire Retiree
Medical Trust Tlvo-Year Review, Employee Relat ions Department for your
review. A brief summary of the report is presented below.

Ir-r accordance rvitl-r the 2012 Audit Plan, we have cornpleted an audit of the Police
and Fire Retiree Medical Trust. Thc objective of this audit was to perform the second
two-year revierv of tl-re administrative costs and enrollment and payment records for
nrenrbers purcliasing health insurance through the Municipality as required by
Anchorage MLrrricipal Code 3.87.070.8. Specifically, we evaluated trust
adnrinistration costs incured in 201 I and reviewed enrollment and payment records.

Based on our revierv. lve deternrined that, overall Police and Fire Retiree Medical
'l-rust 

operations complied rvith Anchorage Munrcipal Code 3.87. Specifically,
enrollment and paynrent records were fbund to be accurate tor members purchasing
health insurancc through the Municipality. In addition, administrative costs charged
to Fund 713: Pohce and Fire Retirees Medical Administration in 20ll appeared
reasonable. A schedule of the administrative costs is provided in the Appendix. We
did tlnd that some Police and Fire Retiree Medical Trust exen-rptions in Anchorage
Municipal Code n'lay require fur-ther review and the organizatronal placement of the
prof-essional admir-ristrative generalist needs to be clarified.

There were trvo findings in connection with this audit. Management was responsive
to the findings and recommendations.
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September 13.2012

Honorable Mayor and Menrbers of the Assembly:

I anr pleased to present Internal Audit Report 2012-08, Annual Municipal
Procurement Card Review, Purchasing Department for your review. A brief
sunlmary of the reporl is presented below.

In accordancc wrth the 2012 Audit Plan, we have completed an audit of the
Procurenrent Card progranr. The objectrve of thrs audit was to determine whether
enrployees adhered to Municipal policres and procedures regarding Procurement
Card use. Our audit  included a review of purchases made from January I ,20l l ,  to
December 31. 2011. Specif ical ly,  we reviewed purchases of judgmental ly selected
transactiorrs to ensure cor-npliance with Policy and Procedure 48-16 and Policy and
Procedure 24-23.

Based on our revien', \\'e detern-rined that, overall most en"rployees adhered to
Muntcrpal polrcies and procedures regarding the use of Procurement Cards.
However, our revier.v of Procurement Card transactions during 20ll revealed some
instances of questionable or prohibited purchases. Examples of these purchases
include fbod fbr en-rployee lunch nreetings, nricrowave ovens, a four bumer gas
barbeque gril l, a park rental fbr an errployee picnic, picture frames, parking tickets,
business cards, gasoline, and an AARP membership. We also noted that items such
as cameras, tools, and r-r-robile conrmunication services and devices continue to be
purchased year alier year, sometimes in large quantities. In addition, some
transactions were split to circumvent the $2,500 single transaction limit. Finally, the
purchase of fbod iterns fbr board and commission meetings is unclear and authority
to approve Procurenrent Card transactions was not always properly carried out or
configured in the Procurement Card system.

Tl-rere were fbur findings in connection with this audit. Management was responsive
to the findings and recommendations.
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October 29.2012

Honorable Mayor and Mer-nbers of the Assembly:

I an-r pleased to present Internal Audit Report 2012-09, Environmental Services
Division Cash Controls, Department of Health and Human Services for your
review. A brief sur-lrnlary of the report is presented below.

In accordance r.vith the 2012 Audit Plan, we have completed an audit of the
Environntental Services Division Cash Controls. The objective of this audit was to
detemtine whether the Environmental Servrces Division had proper cash control
procedures in place, and if these controls were in contpliance with Municipal Policy
and Procedure 24-1. Collec'tirtg, Searring, Depositirtg oncl Reporting Cash. To
acconrplish our obiective, rve performed a surprise cash count, verified that deposits
were rtrade tir-r-rely, and revierved cashier daily summary reports fbr completeness.

Based on our revierv. rve detemrrned that Environmental Services Division's cash
controls could be improved. Specifically, supervisors did not perform unscheduled
cashr'check counts and reconciliations, unused change and petty cash funds were not
retumed to the Treasury Divisior-r, and cash register keys were kept in an unlocked
drawer and were not secured. Finally, noise pern'rit fbes were not always collected.

There were fbLrr flndtngs in connection with this audit. Management was responsive
to the findinss and recontmendations.
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December 20,2012

Honorable Mayor and Members of the Assembly:

I anr pleased to present Internal Audit Report 2012-10, Real Property
Exemptions, Property Appraisal Division, Finance Department for your review.
A brief sunlmary of the report is presented below.

In accordancc rvith the 2012 Audit Plan, we have con-rpleted an audit of Real
Properly Exemptions maintarned by the Properly Appraisal Division. The objective
of this aLrdit rvas to deternrine if real estate properly tax exemptions were properly
adnrinistered. Our audit included reviewing flles fbr documentation to support the
exemption and testing selected exemptions for compliance with statutory
requirenrents. Our audit did not rnclude Residential, Senior Citizens, and Disabled
Vctcran Property Tax Exemptior-r Programs.

Overall, the majority of exemptions granted by the Property Appraisal Division were
properly adrlinistered. Hor,vever, the adr"ninistration of some of the exemptions could
be irnproved. Specifically, rve lbund that the Property Appraisal Division did not
perfbrnr annual reviews of all exemptiotrs and exemption flles did not always contain
suflcient docunrentation to suppoft the decrsion to grant an exemption. Finally, the
approvals fbr late filrngs did not coniply with Anchorage Municipal Code.

l'here were tl-rree lindings in connection with this audit. Management was partially
responsive to one o1-the findings and recomn-rendations and unresponsive to the other
tu,o.
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December 28.2012

Honorable Mayor and Members of tl-re Assembly:

I arn pleased to present Internal Audit Report 2012-ll, Customer Service
Division ltelund Controls, Anchorage Water and Wastewater Util ity for your
revie"v. A brief summary of the report is presented below.

In accordance rvith the 2012 Audit Plan, we have con-rpleted an audit of Customer
Service Division Refund Controls. The objective of thrs audit was to determine
w,hether Ancl-rorage Water and Wastewater Utility had proper internal controls in
place over rcfunds. Specifrcally, wc selected and reviewed refund checks issued and
deposits released and applied to custorners' accounts to detennine if the refunds were
justified. the refirnd amounts were correct, and the refunds were issued in a timely
nranner in conrpl iar-rce with Tari f fs No.l22 and l26.ht addit ion, we also determined
if urnclainred deposits were properly processed and sent to the State of Alaska in
conrpliarrce with Tarift-s No.l22 and 1 26. Finally, we reviewed Anchorage Water and
Wastewater Util ity's controls over check stock and signature stantps.

Internal controls over refunds were generally adequate. However, we found that
l"rydrant meter deposits u,ere not issued in a timely manner and Anchorage Water and
Wastewater Util ity Policy and Procedure 31-4, Customar Information System
Rcfurtrls, does not agree with Tariffs No. 122 and 126 regarding refunds. In addition,
interest amounts accrued on custorners' deposits were not always paid correctly.

Tl-rere were three tindings in connection with thrs audit. Management was responsive
to the findings and recommer-rdations.
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EXECUTIVE SUMMARIES FROM

2OI2 SUNSET AUDIT REPORTS
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August 15,2012

Honorable Mayor and Members of the Assen-rbly:

I am pleased to present Sunset Audit Report 2012-Sl, Anchorage Community
Diversity' Advisory Commission, Employee Relations Department, for your
revieu'. A brief sunrlary of the report is presented below.

In accordance with Assen-rbly Ordinance Number 20 I I -64(5- 1 ), Section 14, we have
perfbrmed a surrset audit of the Ar-rchorage Con-rntunity Diversity Advisory
Comntissiorr. The ob.jective of this audit was to provide inforn-ration to the Mayor and
Assentbly to assist ther-r-r in determrning if the Anchorage Community Diversity
Advisory Conrnrission should be reauthorized. Our audit included a review of
nteeting r.r.tinutes, resolutior-rs and agendas, and nte mber authorization and
part icipat ion.

Based on oLlr rer,' iew' of nrcctrng minutes, resolutions and attendance records, we
recommend tliat the Anchorage Community Diversity Advisory Commission be
allowed to sunset and not be reautl-rorized.

The Anchorage Contntunity Drversity Advisory Commission wil l sunset on October

14,2012 unless reauthorized by the Assen-rbly.
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August 15,2012

Honorable Mayor and Members of the Assen-rbly:

I anr pleased to present Sunset Audit Report 2012-52, Americans With
Disabi l i t ies Act Advisorv Commission, Department of Health and Human
Services, fbr your review. A brief summary of the reporl is presented below.

In accordance with Assembly Ordinance Number 201 l-64(5-1), Section 14, we have
perfbrmed a sunset audit of the Americans With Disabilit ies Act Advisory
Conrmission. Thc ob.jcctive of this audit was to provide infomation to the Mayor and
Assembly to assist them in determrning if the Americans With Disabilit ies Act
Advisory Cor-r-u-nission should be reauthorized. Our audit included a review of
meeting nrir-rutes, resolutions and agendas, and member authorization and
parlicipatron.

Based on our review of nreeting minutes, resolutions and attendance records, we
reconrnrend that the Anrericans With Disabilitv Advisorv Commission be
reauthorized.

The Americans With Disabilit ies Act Advisory Commission will sunset on October
14,2012 unless reauthorized by the Assembly.
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August 15,2012

Honorable Mayor and Menrbers of the Assen-rbly:

I  anr pleased to present Sunset Audit  Report 2012-S3, Municipal Health and
Human Services Commission, Department of Health and Human Services, for
your review. A brief suntntary of the report is presented below.

In accordance r.vi th Assembly Ordinance Number 201 l-64(5- l) ,  Sect ion 14, we have
pertbrrred a sunset audit of the Municipal Health and Hun-ran Services Commission.
The oblectir, 'e of this aLrdit I 'r,as to provide ir-rforn-ration to the Mayorand Assembly to
assist them ir-r deterntining if the Municipal Health and Human Services
Contmission should be reauthorized. Our audit included a review of meeting minutes,
resolutions and agendas, and nrember authorizatron and participation.

Based olt our review of nreeting minutes, resolutions and attendance records, we
recon-rr lend that the Municipal Health and Human Services Commission be
reauthorized.

- l 'he 
Municipal Health and Human Services Contmission wi l l  sunseton October 14,

2012 unless reauthorized by the Assenlbly.
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August 15,2012

Honorable Mayor and Members of the Assembly:

I anr pleased to present Sunset Audit Report 2012-54, Senior Citizens Advisory
Commission, Department of Health and Human Services, for your review. A
brief sumnrary o1-the report is presented below.

In accordance u' i th Assembly Ordinance Number 201 l-64(5- l) ,  Sect ion 74, we have
perlbrnred a sunset audit of the Ser-rior Citizens Advisory Commission. The
ottjective o1- this audit 'was to provide inforr-r-ration to the Mayor and Assembly to
assist thenr ir-r detemrining if the Senior Citizens Advisory Commission should be
reautltorized. Our audit included a review of meeting ntinutes, resolutions and
agendas, and t-nentber authorizatiot-t and particrpation.

Based on our review of meeting r-ninutes, resolutions and atter-rdance records, we
recontntend that the Senior Citrzens Advisory Commission be reauthorized.

'l ' l-re 
Senior Citizens Advisory Commission will sunset on October 14, 2012 unless

reauthorized by thc Assentbly.
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August 15,2012

Honorable Mayor and Members of the Assembly:

Ianr pleased to present Sunset Audit  Report 2012-S5, Youth Advisory
Commission, Parks and Recreation Department, for your review. A brief
summary of the reporl is presented below.

In accordance'uvith Assembly Ordinarrce Nun-rber 201l-64(5-l) ' ,  Sect ion 14, we have
perfbrnted a sunset audit o1- the Youth Advisory Commission. The objective of this
audit was to provide infbrnration to tl-re Mayor and Asserrrbly to assist them in
determining if the Youth Advisory Commission should be reauthonzed. Our audit
included a review o1' rreetir-rg minutes, resolutions and agendas, and member
authorization and par-ticipation.

Based olt our rev'ierv of meeting nrinutes, resolutions and attendance records, we
reconllend that the Youth Advisory Commission be allowed to sunset and not be
reauthorized.

The Youth Advrsory Comnrission wi l l  sunset on October 74, 2012 unless
reauthorized by the Assembly.
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August 15,2012

Honorable Mayor and Men-rbers of the Assembly:

I anr pleased to present Sunset Audit Report 2072-56, Heritage Land Bank
Advisory Commission, Heritage Land Bank, for your review. A brief summary of
the report is presented below.

In accordance ' 'vith Assembly Ordinance Number 201 l-64(5-l ), Section 14, we have
perfbrntcd a sunset audit of the Heritage Land Bank Advisory Commission. The
objective of this audit rvas to provrdc information to the Mayor and Assembly to
assist thenr in determining if the Heritage Land Bank Advisory Commission should
be reauthorized. Our audit included a review of r-neeting n-rinutes, resolutions and
agendas, and nrenrber authorization arrd participation.

Based on oLrr review of nreeting minutes, resolutions and attendance records, we
reconrnrend that the I Ieritage Land Bank Advisory Commission be reauthorized.

The I ler i tage Land Bank Advrsory Comrnission wi l l  sunset on October 14, 2012
unless reautltorized bv the Assenrbly.
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August 15,2012

Honorable Mayor and Mentbers of the Assembly:

I anr pleased to present Sunset Audit Report 2012-57, Municipal Airports
Aviation Advisorl' Commission, Merril l Field Airport, for your review. A brief
surlnrary of the report is presettted below.

In accordance rvi th Assenrbly Ordinance Number 201 l-64(5-l) ,  Sect ion 14, we have
perfbrmed a sunset audit of tl ie Municipal Airports Aviatior-r Advisory Commission.
The objectivc of this audit w'as to provide infbrn-ration to the Mayor and Assembly to
assist thent in determining if the Municipal Airports Aviation Advisory Commission
should be reautl-rorized. Our audit rncluded a review of n"reeting minutes, resolutions
and agendas, and member ar-rthorization and particlpation.

Based on oLlr revier.v of nreeting minutes, resolutions and attendance records, we
recornmend that the Municipal Airports Aviat ion Advisory Cornmission be
rear,rthorized.

' l 'he Mr.rnicipal Arrports Aviat ion Advisory Commission wi l l  sunset on October 14,
2012 unless rear.rthorized by the Assenlbly.
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August 15,2012

Honorable Mayor and Members of the Assernbly:

I ant pleased to present Sunset Audit Report 2012-S8, Port Commission, Port of
Anchorage fbr your review. A brief summary of the reporl is presented below.

In accordance r ' , ' i th Assenrbly Ordinance Number 20l l-64(5-l) ,  Sect ion 14, we have
pcrfbrmed a sunset audtt of the Port Commission. The objective of this audit was to
provide infbrrlation to the Mayor and Assembly to assist thent in determining if the
Port Conrnrission should bc reautl-rorized. Our audit included a review of meeting
nrinutes, resolutions and agendas, and member authorizatton and parlicipation.

Based on oLlr revicw of mecting n-rinutes, resolutions and atter-rdance records, we
recommend that the Port Conrn-rission be reauthorized.

' l 'he Port C'onrnrission wi l l  sunset on October 14,2012 unless reauthorized by the
Assenrbly.
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August 15,2012

Honorable Mayor and Mer-nbers of the Assembly:

I anr pleased to present Sunset Audit Report 2012-59, Library Advisory Board,
Anchorage Public Librarl' fbr your review. A brief summary of the report is
presented belo'ur'.

In accordar-rce rvi th Assembly Ordinance Number 20l l-64(5-l) ,  Sect ion 14, we have
perfbrmed a sunset audit of the Library Advrsory Board. The objective of this audit
was to prol' ide infbrnration to the Mayor and Assenrbly to assist them in determining
if the Library Advisory Board should be reauthorized. Our audit included a review
of rleeting r-r-rinutes, resolutions and agendas, and t-nember authorization and
part ictpatrorr.

Based on our review of n-reeting minutes, resolutions and attendance records,
recommend that the Library Advisory Board be reauthorized.

Tlre Lrbrary Advisory Board will sunset on October 14,2012 unless reauthorized by
the Asserrrbly.

In te - rna l  Aud i t  Depar tn ren t  -  2012 Annua l  Rcpor t
J a n u a r y  1 5 , 2 0 l l

Page 35  o f42



August 15,2012

Honorable Mayor and Mernbers of the Assembly:

I  am pleased to present Sunset Audit  Report 2012-S10, Publ ic Transit  Advisory
Board, Public Transportation Department fbr your review. A brief summary of
the report is presented belor.v.

In accordance rvi th Assenrbly Ordinance Number 201 l-64(S- l) ,  Sect ion 14, we have
perfbrmed a sunset audit of the Public Transit Advisory Board. The objective of this
audit i,vas to provide rnfbrnration to the Mayor and Asscmbly to assist them in
deternrining if the PLrbltc Transit Advisory Board should be reauthorized. Our audit
included a revierv of nreeting minutes, resolutions and agendas, and member
authorizat ion artd part ic ipat iol t .

Based on our revrew of meeting minutes, resolutions and attendance records, we

recontntend that the Public Transit Advrsory Board be reauthorized.

' f lre Public 
' l-ransit 

Advisory Board will sunset on October 14, 2012 unless
reauthorized by the Assenrbly.
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August 15,2012

Horrorable Mayor and Members of the Assembly:

I  am pleased to present Sunset Audit  Report 2012-Sl l ,  Board of Bui lding
Regulat ion Examiners and Appeals, Community Development Department for
your revier.v. A brief sumnrary of the I'eport is presented below.

In accordance u, i th Assenrbly Ordinance Nurnber 201 l-64(5-l) ' ,  Sect ion 14, we have
perfbrmed a sunset audit of the Board of Building Regulation Exantiners and
Appeals. The ob-jective of thrs audit was to provide infbrmation to the Mayor and
Assembly to assist thern in deternrining if the Board of Building Regulation
Exanriners and Appeals should be reauthorized. Our audit included a review of
nteeting r-ninutes, resolutions and agendas, and member authorization and
participatton.

Bascd on oLlr rcvicu' of mccting n-rinutes, resolutions and attendance records, we
reconlnlend thar the Board of Building Regulation Examiners and Appeals be
reauthor ized.

The Board of Building Regulation Examiners and Appeals will sunset on October
14,2012 r-rnless reauthorized by the Assembly.
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ANCHORAGE MUNICIPAL CODE 3.20
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{NCHORAGE MUNICIPAL CODE 3.20

"3.20.100 Ofl ice of internal audit established; staff.

A. There is established an office of internal audit to provide tl.re assembly and the mayor with
objcctive inforrtrat ion to assist thern in deterr-nining whether govefftmcltt  operations arc
adequately control led and n'hether the required high degree of public accountabil i ty is

rnainta incd.

l.  The ofl lce of intcrnal audit shall  nreet general ly acceptcd governntent audit standards
w'ith rcgard to indcpcndcncc.

2. Thc dircctor ol '  intcrnal aucli t  shall  be appointed by thc nrayor with concurrcncc of a
nrajority votc of thc asscntbly.

3. Thc dircctor of intcrnal audit rray bc disnrissed by the Inayor orrly for cause shown, and
only w ith concLlrrcncc o1'a rttajority of the assembly.

-1. The dircctor of internal aLrdit shall  be a person able to nranage a prolessional audit stafl ,
analyzc l lnancial rccords and cvaluatc opcrations lbr ccoltolny, clf iciency and prograrrt

rcsu lts.

5. Thc dircctor ol- intcrnal aucli t  shall  bc cithcr a ccrt i f icd intcrnal auditor or a cert i f ied
public accoulttant.

(r. Thc dircctor of intcrnal audit shall  not be actively involvcd in parl isan poli t ical activit ies
or  thc pol i t ica l  a f la i rs  of  thc I r tun ic ipa l i ty .

7. Thc dircctor ol- intcntal audit shall  intcract wit l i  t l ic rrurricipal audit contnti t tec to ettsure
ntaxinrurl coorcl ination bctrvecn t l te nccds of thc asscnrbly and the ntayor in the
devclopnrent and executiot-t o1'the annual audit plan.

B. T[c dircctor of intcrnal audit shall  have such assistants and erlployees as are necessary to
pcrfbrnr al l  rcquired dutics.

(AO No .  77 -359 .  AO No .  7 t ) -21 ;  AO No .  80 -5 ;AO No .  88 -70 (5 ) )

Char ter  re ferences:  Independent  audi t .  $  13.10."

"3.20.1 l0  Responsib i l i t ies of  the d i rector  o f  in ternal  audi t .

A. No later than.f anuary 31 of cach ycar, thc dircctor of intcntal audit shall :

In tc rna l  Aud i t  Dcpar tn ren t  2012 Annua l  Rcpon
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Preoarc a draft annualaudi t  p lan;

to r lunicipal audit committee members for review and comment;2. Subrni t  thc draf i  plan
and

3 Finalizc thc plan and sutrnrit  i t  to thc rnunicipal audit conrmrittee for f inal review and
endorserrcrtt.

Thc audit plan shall  bc thc off icial l ist of audits to be conductcd by intcrnal audit dLrring the year.
Addit ionally, the director of irrtemal audit may revise t l ie audit plan during the year to include
othcr appropriatc audits, rvhich are consistcnt with the responsibi l i t ies specif ied in Sectiorr
3.20.100. and pronrptly subrnit the revisions to municipal audit conrmittee mernbers for review
anci cortrrncnt and thcn to thc nrayor and asscmbly lbr approval. Except for audits such as cash
and inventory audits rvhcre, bascd on the prolessionaljudgnrcnt of thc director of internal audit,
prior notif ication r lay hinder the cffectiveness of t l ie audit,  no audit to be added to the annual
aLid i t  p lan as a rcr is ion nray conurcncc unt i l  the audi t  p lan is  rcv iscd and approvcd pcr  th is
subscct ion.

B.  h t  addi t ion to  thosc aLrd i ts  conta incd in  thc annual  audi t  p lan out l incd in  subsect ion A of  th is
scction, audits nray also bc undcrtakcn at thc direction of the r-nayor or a majority of thc
asscrnbly. Thc l layor r i ' i l l  noti ly thc asscntbly throLrgh i.rn asscmbly inlormation
nrcnrorandunr (AIM) or otl icr appropriate nrcans prior to colr.urencement of such audits.

C. Thc di lcctor of intcrnal audit  shal l  cooperate wit l i  lcderal  and state ar"rdi tors and indepcndcnt
aucl i tors so that thc dcsirablc audit  covcragc is providcd arrd aLrdi t  cf fort  nray bc coordinated.

D. Thc dircctor ol- intcrnal audit  shal l  have responsibi l i ty to conduct cxpanded scope audits of
al l  nrunicipal  dcpartrncnts. agcncics, aut l ior i t ics and act iv i t ics to indcpcndcnt ly dctcrminc
n'hether:

There are adccluatc intcrnal adnrinistrativc and accounting control systenrs in place and
that thcy arc l irnctioning as intcndcd;

2. Act iv i t ies and progranrs being inrplcr lented have been authorized by the assembly, the
l t layor or t l t is codc;

3. Activit ics and progranrs arc bcing conducted in a nranner contcnrplatcd to accornplish the
objectivcs intcndcd by the asscnrbly, the mayor or this Codc;

4. Acti 'u' i t ics or progranrs el- lrcicntly and effectively servc the purpose intended by the
asscnrblv. the mayor or this Code;

5. Activit ies and progranrs are being conducted and funds expended in compliance with
applicable lari  s;

6. Revenues are being properly col lected, deposited and accounted for,
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7. Rcsources, including lunds, properly and personnel, are adequately safeguarded,
control led and used in a lawful, effective and eff icient manner;

8. Financial and othcr rcports arc being provided that disclosc fair ly and ful ly al l
infonriation that is required by lalv, that is necessary to asceftain the nature and scope of
progralt. ls and activit ics, and that is ncccssary to cstablish a proper basis for evaluating the
progranrs and activit ies; and

9 Dunng thc coursc of audit lvork, there arc any rndications of fraud, abusc, confl ict of
interest or i l lecal acts.

E. Audits shall  bc conductcd in accordancc with gencral ly accepted govemment audit ing

standards.

F. In al l  ntatters rclat ing to t l te ar-rdit rvork, the director of intcrt ial audit and the audit staff must
bc lrcc l i 'ont pcrsonal and cxtcrnal inrpainncnts to indcpcndence and shall  maintain an
indcpendent att i tude and appearattce.

G. Thc dircctorof intcrnal audit shall  prescnt conclusions, f indings atrd rcconrmendations, along
with vcrbatint rcsponscs l l-onr thc adrninrstration, irt  a writ tett audit report.

H. The *,r i t ten audit rcport shall  be pronrptly presented sirrultancously to the mayor and the
asscntb ly .

I.  Copics of l lnal audit rcports ol- thc off icc of intcnral aLrdit shall  bc availablc for public

inspcct ion dur i I rg  rcguIar  bLts i t tcss I tours.

. l  l - lrc dutrcs of thc dircctor ol- intcnral audit undcr this scction shall  not bc cotrstrued to replace

or  rc l icvc thc rcsponsib i l i ty  o l 'ar ty  othcr  person.

K. This scctic.n shall  not apply to the Anchoragc Telephonc Uti l i ty or i ts board of dircctors
unlcss othcr*  isc  agrccd by thc Al rc l toragc Telcphonc Ut i l i ty .

( A O  N o .  7 7 - 3 5 9 ,  A O  N o .  7 9 - 2 7 :  A O  N o . 8 8 - 7 0 ( S ) ;  A O  N o . 9 l - 1 7 3 ( S ) ;  A O  N o . 9 5 - 1 6 5 ( S - l ) ,  $
2 ,  1o -3 -95 ) "

"3.20.120 Responsibi l i t ies of adnrinistration rvhen deficient condit ions disclosed by audit.

A.  The adnt in is t ra t ion shal l :

1. Plan or inrplenrent conectir e actiorr in resportse to repofted deficient condit ions within 30

days ol-re'cciving a draft intcnral audit report disclosing the cortdit iotrs;

2. Subntit  to the dircctor of internal audit a writ ten response stating conculrence or
nonconcurrencc r,vith thc audit f indings and action taken or planned under subsection A
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of this section to correct thc reported deficiencies, suitable for verbatim inclusion in the
final report of audit;  and

3. If  thc rcsponse under subscction B of this section dcscribcs 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 nraterial that is confidential or
privi leged under l 'cdcral, state or local law, or r.uaterial thc public disclosure of which
othcruise rvoLrld constitLrtc an unwarrantcd invasion of pcrsonal privacy.

C This scction shall  not apply to thc Anchoragc Tclcphonc Uti l i ty or i ts board of directors
unlcss othcnvisc agrccd by thc Anchorage Telephonc uti l i ty.

( A O  N o .  7 7 - 3 5 9 ,  A O  N o .  7 9 - 2 1 ,  A O  N o . 8 E - 7 0 ( S ) ;  A O  N o . 9 l - 1 7 3 ( S ) ) "

"3.20.130 Access to  munic ipa l  in lbrmat ion by 'o f l ice of  in ternal  audi t .

A.  I r r  the pcr lbrnrance o l thc i r  dut ies undcr  Scct ior t  3 .20.110,  thc d i rector  o f  i r r ternal  audi t  and
intcrnal audit staff arc authorizcd to have ful l ,  lree and unrcstr ictcd access to:

l .  A l l  publ ic  rccords.  as c lc l lncd in  Scct ion 3.90.020;

2.  A l l  act iv i t ics  o l - t l rc  nrunic ipa l  govcrnntcnt ;

3 .  A l l  nrunic ipa l  propcr ty ;

1.  A l l  nrunic ipa l  pcrsonnel ;  and

5. ,Al l  pol icics. plans and proccdurcs and rccords pcr-taining to cxpenditures f inanced by
nrunrcrpal  f i rnds.

B. 
- l-his 

scction shall  not apply to the Anchorage 
-l 'clcphonc 

Uti l i ty or i ts board of dircctors
runlcss othcnr isc agreed by thc Attcltoragc Tclcphone Uti l i ty.

(AO No .  77 -359 ;  AO No .  79 -27 ,  AO No .  88 -70 (5 ) ;  AO No .  9 l -173 (S) ) "
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