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Management of fuel in UNAMID

Overall results relating to the effective
management of fuel in UNAMID were
assessed as satisfactory

FINAL OVERALL RATING: SATISFACTORY
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AUDIT REPORT

Audit of fuel management in UNAMID

I. BACKGROUND

1. The Office of Internal Oversight Services (OIOS) conducted an audit of fuel management in the
Africa Union-United Nations Hybrid Operation in Darfur (UNAMID).

2. In accordance with its mandate, OIOS provides assurance and advice on the adequacy and
effectiveness of the United Nations internal control system, the primary objectives of which are to ensure
(a) efficient and effective operations; (b) accurate financial and operational reporting; (c) safeguarding of
assets; and (d) compliance with mandates, regulations and rules.

3. The provision of fuel to the Mission has been outsourced to a contractor in an agreement signed
on 3 December 2007 and expiring on 3 December 2012. This is a turnkey contract for a Not-to Exceed
amount (NTE) of $516.4 million. The contractor had the sole responsibility to provide, transport, store
and distribute fuel to UNAMID and to establish and maintain the Mission’s local and strategic reserves.
The contractor is required to maintain a specific level of operating stock, the ownership and title of which
passed to UNAMID when fuel was dispensed into UNAMID-designated equipment including vehicles,
aircraft and generators. On a monthly basis, UNAMID pays the contractor the invoiced amount of the fuel
dispensed, as well as a fixed operational and maintenance fee of $1.2 million.

4, UNAMID Fuel Unit, in coordination with the Engineering, Transport and Aviation Sections, is
responsible for the effective management of fuel. The Unit is headed by the Unit Chief at the P-4 level
and has 31 staff. The Mission operates in three sectors: North, South and West that are divided into 34
team sites where fuel is distributed. The budget for Petroleum, Oil and Lubricant (POL) in 2010/11 and
2011/12 is shown in Table 1 below.

Table 1: Fuel allotments for 2010/11 and 2011/12

Petroleum, Oil and Lubricant 2010/11 2011/12
Facilities and infrastructure $35,390,400 $41,670,500
Ground transportation 15,812,700 16,518,100
Air transportation 50,899,600 40,944,300
Total $102,102,700 $99,132,900

II. OBJECTIVE AND SCOPE

5. The audit was conducted to assess the adequacy and effectiveness of the UNAMID governance,
risk management and control processes in providing reasonable assurance regarding the effective
management of fuel.

6. The audit was included in the OIOS 2012 risk-based work plan because of the criticality of fuel to
the Mission’s operations and the materiality of the POL budget.

7. The key control tested for the audit was regulatory framework. For the purpose of this audit,
OIOS defined regulatory framework as controls designed to provide reasonable assurance that policies
and procedures: (i) exist to guide the operations of the management of fuel; (ii) are implemented
consistently; and (iii) ensure the reliability and integrity of financial and operational information.



8. The key control was assessed for the control objectives shown in Table 2.

9. OIOS conducted the audit from April to July 2012. The audit covered the period from 1 July
2010 to 31 March 2012, and included a follow-up on recommendations made from a previous OIOS audit
(AP2009/634/07).

10. The audit team conducted an activity-level risk assessment to identify and assess specific risk
exposures, and to confirm the relevance of the selected key control in mitigating associated risks.
Through interviews, analytical reviews and tests of controls, OIOS assessed the existence and adequacy
of internal controls and conducted necessary tests to determine their effectiveness. OIOS visited 21 fuel
tank locations in the three main hubs: El Fasher, Nyala and Geniena.

III. AUDIT RESULTS

11. The UNAMID governance, risk management and control processes examined were satisfactory
in providing reasonable assurance regarding the effective management of fuel. OIOS assessed that
adequate procedures over fuel management were in place and implemented as intended, as described in
the following section of the report. UNAMID had also implemented all recommendations to address the
issues previously reported by OIOS (AP2009/634/07). UNAMID concurred with OIOS’ results.

12. The initial overall rating was satisfactory based on the assessment of the key control presented in
Table 2 below. The final overall rating is satisfactory.

Table 2: Assessment of key control
Control objectives
Compliance
Business Efficient and Acc1.1rate . with
AN Key control . financial and | Safeguarding
objective effective . mandates,
. operational of assets .
operations reportin regulations
P g and rules
Effective Regulatory
management of fuel | framework

FINAL OVERALL RATING: SATISFACTORY

A. Regulatory framework

Standard operating procedures were in place to guide staff on fuel management

13. UNAMID had developed and disseminated standard operating procedures to govern and manage
the turnkey contract for fuel supply. Moreover, procedures were developed on the provision of fuel to
other entities on a cost-reimbursable basis. These procedures were assessed as adequate and operating
effectively.

Fuel issue vouchers were accurately recorded and properly authorized

14. The turnkey contract required the contractor to prepare fuel issue vouchers and ensure that
individuals receiving the fuel sign the vouchers as evidence of fuel dispensed in UNAMID-designated



vehicles and equipment. The contractor was required to maintain a database called eFuel to record all fuel
issuances. Using the issue vouchers, details such as who received the fuel and the equipment it was
supplied to were included in eFuel. The Fuel Unit had access to the eFuel database, and used it to monitor
and match the fuel issue vouchers to the invoices and to monitor fuel consumption.

15. OIOS selected 180 fuel issue vouchers to assess the completeness and accuracy of the data in the
eFuel system, and determined that: (a) all issuances of fuel were duly approved and authorized; (b) there
was daily oversight and test checking of data recorded; and (c) there were adequate controls over access
to the eFuel database.

Fuel Unit was adequately monitoring fuel consumption

16. UNAMID had established a Fuel Fraud and Loss Prevention Unit, which was responsible for
analyzing data in the eFuel database and monitoring compliance with the standard fuel consumption rates.
OIOS’ review of fuel consumption of 40 vehicles, 10 generators and 10 aircraft for January to June 2012
showed that fuel consumption rates were within the established norms. For consumption that was beyond
the norms based on the exception reports produced by the Fuel Fraud and Loss Prevention Unit, a Fuel
Working Group comprised of fuel stakeholders met monthly to review exceptions and to decide on
actions to be taken, including corrective measures to be instituted and whether further investigation was
necessary. OIOS reviewed the minutes of the meetings of the Fuel Working Group and assessed that
adequate review and follow-up was conducted. Cases of suspected misuse of fuel were referred to the
respective consumer sections for explanation and, where necessary, for investigation. For example, during
the audit period, 13 cases were referred to the respective consumer sections. Three of these cases could
not be adequately explained and were subsequently referred for investigation and are being reviewed by
the Conduct and Discipline Unit.

Fuel reserves, facilities and fuel quality were properly maintained

17. The contractor was responsible to maintain, at all times, the Mission’s strategic and local reserves
and ensure that its monthly operating stock did not fall below the quantities predefined for the 34
locations in the Mission’s area of operations. The contractor was also responsible for conducting daily
stock checks, which was reflected in the daily eFuel report that was periodically checked by the
UNAMID Fuel Unit. In addition, adequately trained staff members of the Fuel Unit conducted weekly
physical stock checks. OIOS reviewed 146 of the 312 weekly fuel inspection reports for three sectors and
concluded that the contractor was complying with the stipulated criteria in the contract with regard to fuel
reserves, quality of fuel and maintenance of fuel equipment. Furthermore, OIOS’ physical inspection in
June and July 2012 of 21 tanks in the three main hubs confirmed that the contractor was maintaining the
required strategic and local reserves.

Contractor’s performance was evaluated and reported on a quarterly basis

18. The performance of the contractor was properly monitored and evaluated during monthly
contractor performance meetings, attended by members of the Fuel Unit and the Contracts Management
Section. The results of these meetings were consolidated into quarterly reports. A review of the minutes
of the monthly meetings and the quarterly performance reports for the quarters ended December 2011,
March 2012 and June 2012 showed that adequate procedures were in place for monitoring the
contractor’s performance. Generally, the contractor was awarded a rating of “Highly Acceptable”.



Invoice verification and payments were in compliance with procedures

19. Since OIOS’ 2009 audit (AP2009/634/07), there had been significant improvements made in
invoice processing. OIOS tested 70 of 1,836 invoices totaling $17.76 million of $161.4 million
respectively, and concluded that they were properly supported and processed in compliance with the UN
Financial Regulations and Rules. These improvements in invoice processing had also resulted in
UNAMID taking advantage, 93 per cent of the time, of the early payment discount, totaling $752,474 for
the period from 1 July 2010 to 30 March 2012.

Fuel Contingency Plan needs updating

20. UNAMID had a Fuel Contingency Plan to ensure uninterrupted supply in an emergency situation.
It was developed in 2010 in response to OIOS’ 2009 audit (AP2009/634/07). UNAMID was in the
process of updating the Plan to reflect the new team site locations.
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