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EXECUTIVE SUMMARY
Audit of invoice processing in UNAMID

OIOS conducted an audit of invoice processing in the African Union-
United Nations Hybrid Operation in Darfur (UNAMID). The overall objective of
the audit was to determine the adequacy and effectiveness of internal controls
over invoice processing. The audit was conducted in accordance with the
International Standards for the Professional Practice of Internal Auditing.

There was a lack of internal controls over invoice processing resulting in
invoices being lost or misplaced, as well as filed and stamped ‘paid’ although no
action on the invoices had been taken. Some of the critical findings included:

o Two erroneous payments totalling $266,047 were made to two
vendors; one vendor was paid $180,316 twice on the same invoice, the
second vendor was paid an additional $85,730 as the invoice was paid in
US Dollars instead of Sudanese pounds.

° There was inadequate coordination and interaction between the
Finance Section and self-accounting units resulting in the cost of
provision of facilities and services to a contractor totalling $1.22 million
not being recovered in a timely manner.

. The Mission paid invoices on average 52 days after they were
received as compared to 20 and 30 day discount periods offered by
vendors resulting in discounts being forfeited. For example, UNAMID
lost $65,000 in possible discounts on 200 invoices from the fuel supplier.

. Invoices were not always adequately matched with supporting
documents and there was a lack of supervisory review over the release of
invoices for payment in the Mercury system.

OlOS made recommendations to address the weaknesses identified in
internal controls. OIOS is pleased to note that Mission has taken action to
implement some of the recommendations.
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I. INTRODUCTION

1. The Office of Internal Oversight Services (OIOS) conducted an audit of
invoice processing in the African Union — United Nations Hybrid Operation in
Darfur (UNAMID). The audit was conducted in accordance with the
International Standards for the Professional Practice of Internal Auditing.

2. The invoice processing in UNAMID is governed by the guidelines of the
United Nations Financial Regulations and Rules (UNFRR) and supplemental
guidelines, mainly the Field Finance Procedure Guidelines and the Standard
Operating Procedures (SOPs) on invoice processing.

3. The Finance Section is responsible for establishing adequate and
effective internal controls over payments. Accordingly, the Finance Section
checks the accuracy and completeness of the supporting documents of invoices
and other requests for payment.

4. The Finance Section is comprised of five units: the Office of the Chief
Finance Officer, Accounts Unit, Cashier’s Office, Payments Unit, and Payroll
Unit. There is an Invoice Processing sub-unit within the Payments Unit.

5. Self-accounting units (SAUSs) are responsible for certifying receipt of
services and the Receipt and Inspection (R&I) Unit is responsible for inspecting
goods. The certificates of SAUs and the reports of the R&I Unit are used by the
Finance Section when processing invoices.

6. For the period from 1 January 2008 to 31 August 2009, the invoice
processing unit processed 12,198 transactions representing disbursements
totaling $607 million.

7. Comments made by UNAMID are shown in italics.

II. AUDIT OBJECTIVES

8. The objective of the audit was to assess the adequacy and effectiveness
of internal controls over invoice processing.

1. AUDIT SCOPE AND METHODOLOGY

9. The audit covered the period from 1 January 2008 to 31 August 20009.
The audit methodology included: (a) interviews of key personnel of UNAMID
and selected vendors; (b) review and examination of relevant documents and
records; (c) analytical review procedures; (d) observation of the application of
specific controls; and (e) tracing transactions through the information systems
relevant to invoice processing as part of the whole financial reporting process.



IV. AUDIT FINDINGS AND
RECOMMENDATIONS

A. Receipt and payment of invoices

Double and overpayments

10. The SOPs for invoice processing requires that the approving officer must
thoroughly check the propriety of documents presented in support of a
disbursement, taking note of the risk of duplicate payment.

11. The payment approval process was not always effective, resulting in
erroneous payments. For example, UNAMID paid an invoice twice to a supplier
(Vendor A) in the amount of $180,316. In another instance, UNAMID paid
another supplier (Vendor B) an amount of $142,132 instead of 142,132 Sudanese
Pounds as indicated in the vendor’s invoice. This resulted in an overpayment of
$85,730. At the time of the audit, the vendor had not informed UNAMID about
the overpayment, and the error had not been corrected by the Mission.

Recommendation 1

1) The UNAMID Office of Mission Support should

recover overpayments of $180,316 and $85,730 from Vendor

A and Vendor B, respectively.
12. The UNAMID Management accepted recommendation 1 and stated that
the overpayments of $180,316 and $85,730 to Vendors A and B have now been
recovered. Based on the action taken, recommendation 1 has been closed.

Invoice tracking system

13. The Field Finance Procedure Guidelines states that the Finance Section is
responsible for establishing proper controls over the receipt and payment of
invoices. In this regard, the Finance Section informed OIOS that they maintain
logs for recording incoming invoices and for monitoring the processing of those
invoices.

14. Evidence of this important internal control could not be provided to
OIOS. In the absence of an effective system to record and monitor the receipt and
payment of invoices, OIOS found that payment vouchers and the related invoices
were sometimes missing, payment of invoices were delayed and as mentioned
above erroneous payments were made. Moreover, OIOS calculated that it took
the Mission 52 days on average, from the receipt of an invoice to the time of
payment. In many cases, discounts for early settlement of invoices were forfeited.
For example, UNAMID forfeited $65,000 in discounts on 200 invoices totalling
$13 million from its major fuel supplier. OIOS also found the following, which
were not isolated cases:



e As at 30 September 2009, UNAMID had outstanding obligations to its
travel services supplier of nearly $370,000 including invoices totalling
about $16,500 which had been outstanding since the start-up of the
Mission.

e Vouchers relating to 33 invoices totalling $709,000 from its major fuel
supplier were stamped ‘paid’ and were archived, even though the
invoices had not been paid.

15. Management acknowledged the internal control weaknesses noted by
OIO0S in handling and processing invoices, but attributed these to the lack of
experienced staff. UNAMID also mentioned that in-house training was planned
in an aim to develop the skills and capacity of its staff in carrying out financial
functions. In OIOS’ opinion, in addition to training, the Mission needs to
develop a verifiable invoice processing system to adequately track and monitor
the receipt and payment of invoices.

Recommendation 2

2 The UNAMID Office of Mission Support should
strengthen its internal controls over the receipt and payment
of invoices by designing and implementing a system for
recording and monitoring the processing of invoices.

16. The UNAMID Management accepted recommendation 2 and stated that
the Finance Section has introduced an invoice register, which became
operational in January 2010. Also, the Financial Vouchers Tracking System is
now fully functional. Based on the action taken, recommendation 2 has been
closed.

Receipt of invoices

17. The Field Finance Procedure Guidelines and the SOPs on invoice
processing require that all invoices should be submitted to the Chief, Finance
Officer for payment and that invoices should not be sent to the Procurement
Section and/or to the relevant SAU. While vendors correctly addressed the
transmittal memoranda of their invoices to the Finance Section, SAUs continued
to receive invoices from two of UNAMID’s large suppliers. These vendors had
the practice of delivering invoices directly to the SAUs. This situation resulted
due to a misunderstanding in the process, and was one of the reasons that
invoices were being lost.

18. Once Management was aware of this, they informed OIOS that action
would be taken to caution SAUs against receiving invoices from vendors, and to
take steps to ensure that invoices are delivered directly to the Chief, Finance
Officer to comply with the process outlined in the Field Finance Procedure
Guidelines.



Recommendation 3

3 The UNAMID Office of Mission Support should
ensure compliance with the Field Finance Procedure
Guidelines by advising self-accounting units (SAUs) that all
invoices from vendors should be submitted directly to the
Chief, Finance Officer and for SAUs to desist from accepting
any invoices from vendors.

19. The UNAMID Management accepted recommendation 3 and stated that
the Finance Section had advised SAUs that all invoices from vendors should be
routed through the Chief, Finance Officer in accordance with the Field Finance
Procedure Guidelines. All invoices are now received by the Finance Section.
Based on the action taken, recommendation 3 has been closed.

B. Recoveries for the use of UNAMID services

20. The existing contract between the UN and its rations contractor requires
UNAMID to deduct the cost of any aviation fuel and medical services provided.
This was not being systematically done, and OIOS identified costs accumulating
to $1.22 million ($1.18 million for Jet A-1) that were not deducted from the
payments made to the contractor.

21. The SAUs routinely informed the Finance Section to recover from the
contractor the cost of Jet A-1 fuel, use of aircraft and other UNAMID services
provided. However, the Finance Section did not make the recoveries stating that
a recovery could only be made on a formal written request from the concerned
SAU. Considering the amounts involved, Management needs to ensure proper
procedures are in place to recover in a timely manner amounts due from
contractors.

Recommendations 4 and 5
The UNAMID Office of Mission Support should:

(@) Recover, in accordance with the signed contract, an
amount of $1.22 million from the rations contractor
representing the cost of Jet A-1 fuel and UNAMID aircrafts
and medical services that were put at the disposal of the
vendor; and

%) Implement appropriate measures to ensure the cost
of any goods or services provided to contractors are
recovered in a timely manner.

22, The UNAMID Management accepted recommendation 5 and stated that
an amount of $2.3 million is in the process of being recovered from the rations
contractor for the consumption of Jet A-1 Fuel. The Fuel Unit (SAU) has
continued to forward all invoices with supporting documents to the Finance
Section on a monthly basis for recovery action and about 60 per cent of the total
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amount has been recovered to-date. Recommendation 5 remains open pending
confirmation that the full amount outstanding has been recovered. The amount of
$1.22 million identified by OIOS is included in the $2.3 million mentioned
above.

23. The UNAMID Management accepted recommendation 6 and stated that
SAUs continually advise the Finance Section, by way of detailed memoranda to
recover cost of services rendered or goods provided by the SAUs to third parties.
Recommendation 6 remains open pending verification that on the basis of the
memoranda issued by SAUs the cost of services provided to the contractor is
recovered in a timely manner.

C. Records management

24, To ensure compliance with the Field Finance Procedure Guidelines, the
Finance Section needs to properly safeguard its financial records. OIOS found
that the Finance Section did not adequately secure its financial records including
journals and disbursement and cash receipt vouchers. The lack of a proper
records management system increases the risk of loss and misplacement of
financial documents; a condition that had been evidenced during the period of the
audit.

25. Management commented that there was insufficient space to maintain a
well ordered archiving system and there is no general archive in the Mission for
storing older documents.

Recommendation 6

(6) The UNAMID Office of Mission Support should
establish and implement an adequate records management
and archiving system.

26. The UNAMID Management accepted recommendation 6 and stated that
the archiving room of the Finance Section has been expanded and more
containers have been converted into space to store financial records. Staff have
also been trained in records management. Recommendation 6 remains open
pending verification that an adequate records management and archiving system
has been established.

D. Verification of information

217. The SOPs on invoice processing require that upon reviewing documents
transferring ownership of goods to UNAMID or the R&I reports, the Vendors
(Invoice Processing) Unit of the Finance Section must undertake an invoice-
matching process in Mercury. The Finance Officer needs to match the
particulars in the original copy of the invoice against the particulars in the
relevant purchase orders and/or R&I both of which are accessible in Mercury.

28. OIOS found discrepancies, which indicated the need for improvement in
the controls over invoice matching. For instance, invoice number 143 and related
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supporting documents from its major fuel supplier valued at $1,008,570 did not
fully match with the supporting document submitted by the vendor. The cost of
fuel on the R&I report and the related payment did not agree. The total amount
was charged against object code 4213 (allocated to generators and facilities fees)
although a portion should have been charged against object code 5701 (ground
transport). Other similar examples were found during the audit. Failure to
properly match the particulars in Mercury with the relevant invoices may result
in erroneous accounting and reporting.

29. Moreover, SOPs on invoice processing requires that after matching an
invoice in Mercury, the Finance Officer must sign on the release printout stating
he/she has checked the accuracy of the amount charged. This must then be
verified by another independent Finance Officer (Releasing Officer). This
requirement for cross checking was not complied with. In most cases, the person
who matched the invoices in Mercury also released them. The absence of an
independent review of transactions increases the risk of errors not being detected
in a timely manner.

Recommendation 7

(7 The UNAMID Office of Mission Support should
strengthen its internal controls over the processing of
invoices to: (a) improve procedures over the matching of
invoices with supporting documents prior to recording and
payment; and (b) ensure adequate supervisory review over
the release of invoices for payment.

30. The UNAMID Management accepted recommendation 7 and stated that
finance staff members have now been trained in invoice matching in Mercury and
Sun Business and Unit Chiefs review the outputs to ensure accuracy. Also, as
more staff are being engaged and trained, the fundamental audit principle and
requirement of “segregation of duties” is being applied, enabling double
checking of the invoice matching procedure. Based on the action taken,
recommendation 7 has been closed.

E. Processing of invoices

31. The R&I reports prepared by the R&I Unit or service certificates of
programme managers confirm either the acceptance or rejection of goods
delivered or services provided to UNAMID which should precede the receipt of
the vendor’s invoices to UNAMID. It has been UNAMID’s practice to have R&lI
report or service certificates supporting vendors’ invoices. However, this
practice was not consistently followed.

32. For the payment of invoices for fuel and rations, OlOS noted that R&l
reports were prepared after UNAMID received the invoices from the contractors
which then triggered the SAUs to request the R&I Unit to prepare the inspection
report. This control is ineffective, as the relevant goods may have already been
used and the vendor’s obligation to replace any nonconforming goods would
have expired.



33. In the audit of R&l (AP2009/634/15), OIOS found widespread
deficiencies relating to the timeliness of R&l and made a number of
recommendations. If those recommendations are implemented, the processing of
invoices will be expedited. Therefore, OIOS does not make a recommendation
relating to R&I in this report.
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STATUS OF AUDIT RECOMMENDATIONS

ANNEX 1

Recom.
no.

Recommendation

Risk
category

Risk
rating

C/
Ol

Actions needed to close
recommendation

Implementation

date?

The UNAMID Office of Mission Support recover
overpayments of $180,316 and $85,730 from
Vendor A and Vendor B, respectively.

Financial

High

C

Action taken.

Implemented

The UNAMID Office of Mission Support should
strengthen its internal controls over the receipt
and payment of invoices by designing and
implementing a system for recording and
monitoring the processing of invoices.

Financial

Medium

Action taken.

Implemented

The UNAMID Office of Mission Support should
ensure compliance with the Field Finance
Procedure Guidelines by advising self-accounting
units (SAUs) that all invoices from vendors
should be submitted directly to the Chief, Finance
Officer and for SAUs to desist from accepting any
invoices from vendors.

Operational

Medium

Action taken.

Implemented

The UNAMID Office of Mission Support should
recover, in accordance with the signed contract,
an amount of $1.22 million from the rations
contractor representing the cost of Jet A-1 fuel
and UNAMID aircrafts and medical services that
were put at the disposal of the vendor.

Operational

High

Receipt of documentation evidencing
full recovery of the total amount
covered by this audit.

August 2010

The UNAMID Office of Mission Support should
implement appropriate measures to ensure the
cost of any goods or services provided to
contractors are recovered in a timely manner.

Operational

Medium

Verification that on the basis of the
memorandum issued by the SAU the
cost of services provided is recovered in
a timely manner.

July 2009

The UNAMID Office of Mission Support should
establish and implement an adequate records
management and archiving system.

Operational

Medium

Action taken.

Implemented

The UNAMID Office of Mission Support should
strengthen its internal controls over the processing
of invoices to: (a) improve procedures over the
matching of invoices with supporting documents
prior to recording and payment; and (b) ensure

Action taken.

Implemented




Recom.
no.

Recommendation

Risk
category

Risk
rating

C/

Actions needed to close
recommendation

Implementation
date?

adequate supervisory review over the release of
invoices for payment

1. C =closed, O = open







1. C =closed, O = open
2. Date provided by client] in response to recommendations. [Insert “Not provided” where date is not provided; “Implemented” where recommendation is closed;
(date) given by the client.]
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