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AUDIT REPORT

Audit of local procurement of goods and servicesin the African Union-United
Nations Hybrid Operation in Darfur

l. BACKGROUND

1. The Office of Internal Oversight Services (OlOShdocted an audit of local procurement of
goods and services in the African Union-United biagi Hybrid Operation in Darfur (UNAMID).

2. In accordance with its mandate, OIOS provides as®er and advice on the adequacy and
effectiveness of the United Nations internal cdnggstem, the primary objectives of which are tewes:

(a) efficient and effective operations; (b) accerfwancial and operational reporting; (c) safediray of
assets; and (d) compliance with mandates, regnkatiad rules.

3. The UNAMID Procurement Section was responsiblddoal procurement of goods and services
and was headed by a Chief Procurement Officer etR¥p level who reported to the Chief of the
Procurement and Contracts Management Service. Elogo8 had an authorized staffing level of 43
including 20 international and 23 national staff.

4. During the years 2010/11 and 2011/12, UNAMID preees1,083 purchase orders, excluding
system contracts, valued at $125 million.

5. Comments provided by UNAMID are incorporated itids

II.  OBJECTIVE AND SCOPE

6. The audit was conducted to assess the adequadgff@aetiveness of UNAMID governance, risk
management and control processes in providing ned® assurance regarding treéfective
management of local procurement of goods and servicesin UNAMID.

7. The audit was included in the OIOS 2012 risk-basedk plan because of the operational and
financial risks relating to the procurement proceswd the criticality of effective procurement diet
required goods and services for the implementaifaghe UNAMID mandate.

8. The key controls tested for the audit were: (a)egation of authority; and (b) regulatory
framework. For the purpose of this audit, OlOSrd these key controls as follows:

(@) Delegation of authority - controls that provide reasonable assuranceattority for
local procurement functions has been delegated ditymand in accordance with relevant
regulations and rules. These controls also inclpdgodic reporting and monitoring of the
execution of delegated authority.

(b) Regulatory framework - controls that provide reasonable assurance pblaties and
procedures: (i) exist to guide local procuremetivdi@s; (ii) are implemented consistently; and
(iii) ensure the reliability and integrity of finaral and operational information.

9. The key controls were assessed for the controttitageshown in Table 1.



10. OIOS conducted the audit from October to Decemlidr22 The audit reviewed procurement
activities of UNAMID covering the period from 1 2010 to 30 June 2012, and included information
generated from Business Objects for 1,383 reqoistivalued at $755 million and 1,083 purchase srder
valued at $125 million. Detailed testing was doneacsample of 80 requisitions and 48 procuremesg ca
files valued at $98 million.

11. The audit team conducted an activity-level riskeasment to identify and assess specific risk
exposures, and to confirm the relevance of thectmlekey controls in mitigating associated risks.
Through interviews, analytical reviews and testeaftrols, OIOS assessed the existence and adequacy
of internal controls and conducted necessary testetermine their effectiveness.

[11. AUDIT RESULTS

12. The UNAMID governance, risk management and corrocesses examined were assessed as
partially satisfactory in providing reasonable assurance regardingetfeetive management of local
procurement of goods and servicesin UNAMID. OIOS made four recommendations to address issues
identified. Since OIOS’ previous audit (AP2010/6BY, the significant weaknesses identified in the
procurement process had been addressed. Howegegprdburement process needed to further improve
through: (a) reviewing and up-dating the vendortaoswith suppliers that can meet UNAMID
requirements; (b) continuous monitoring the per@amge of vendors; (c) providing training to
requisitioners to avoid delays in the process; @)anonitoring and taking action on delays encougtte

in the receipt of goods.

13. The initial overall rating was based on the assessiwf key controls presented in Table 1 below.
The final overall rating ipartially satisfactory as implementation of two important recommendations
remains in progress.

Table 1: Assessment of key controls

Control objectives
Efficient and Accurate Compliance
Business objective Key controls effective financial and Safeguarding with
operations operational of assets mandates,
reporting regulations
and rules

Effective
management of
local procurement

of goods and (b) Regulatory Partially Not assessed Partially Partially
servicesin framework satisfactory satisfactory| satisfactory
UNAMID

(a) Delegation of
authority

Not assessed

FINAL OVERALL RATING: PARTIALLY SATISFACTORY




A. Delegation of authority

Procurement activities were conducted in accordaitteUNAMID delegated authority

14. A review of 48 procurement cases indicated that WNIA conducted procurement activities in
accordance with the authority delegated to the dbareof Mission Support and the Chief Procurement
Officer. Also, procurement cases were presentedhto Local Committee on Contracts and the
Headquarters Committee on Contracts when requikagview of 12 meetings of the Local Committee
on Contracts showed that procedures were compligd, \end procurement cases were adequately
reviewed and deliberated on prior to making a reovemdation to the Director of Mission Support. OIOS
concluded that adequate controls were establisheddure the level of authority delegated was c@upl
with.

B. Regulatory framework

Improvements were made in the controls established the procurement process

15. A review of 48 procurement cases noted that comtmler the procurement process had
significantly improved. For example, procedures lhagn implemented to ensure that bid documents
included established specifications, technicaleatadn criteria were properly developed and appleedi

the Tender Opening Committee was functioning eiffebt. However, there were areas where procedures
needed to be further improved, as outlined in dlewing paragraphs.

Controls over registration and monitoring of versdloeeded to be strengthened

16. UNAMID needed to improve the vendor registratiooqass, as many of the registered vendors
did not met the established criteria. At the tinieghe audit, a review of the almost 3,500 listeddars
indicated that about 1,000 of them were classifiexd active with the remainder still recorded as
temporary, many registered in 2008. Moreover, theae insufficient information on vendors, including
(a) vendors’ past experiences in supplying theestitgoods/services; (b) details of vendors’ finahand
technical capabilities; and (c) absence of impdrtadocuments such as certification of
incorporation/business licenses. UNAMID classifieghistered vendors as active, when they were
awarded a contract, without obtaining the suppgrtiocumentation that was required by the Procuremen
Manual.

17. Effective 1 July 2013, due to the implementatiorJohoja, vendor registration was being done
and monitored by Headquarters. Also, as UNAMID vgdsansing its vendor data as part of the
transitional process to Umoja in line with the Um@reparedness plan, including the exclusion of all
temporary vendors, no recommendation was made.

Vendors with poor performance had not been evaluatetheir status update in the roster

18. UNAMID was not adequately monitoring and reporting vendor under-performance. For
example, 19 cancelled purchase orders indicatedvileee cancelled due to the inability of vendors to
deliver the required goods and services. The staftubese vendors was still registered as actind, a
there was no record of non-performance enterelddriercury system. Also, only one vendor had been
referred to the Vendor Review Committee in Janu20¢1 due to under-performance, and had been
suspended for six months due to the inability tivde UNAMID advised that due to the volume of Wwor
and other priorities, inadequate attention had lgaesn to evaluating vendors’ performance.



(1) UNAMID should implement a system to evaluate and record the performance of vendors
and ensurethat under-performing vendors are submitted for review to the Vendor Review
Committee.

UNAMID accepted recommendation 1 and provided exidehat the recommendation had been
implementedBased on the action taken by UNAMID, recommendatidras been closed.

Procurement acquisition plans were well establismatigenerally complied with

19. Requisitioners prepared and submitted their 2018fd2011/12 procurement acquisition plans,
which totaled $755 million for local and internata procurement. A review of a sample of 80
requisitions (valued at $98 million) indicated t/&&t requisitions (valued at $92.5 million) werelirted

in the acquisition plans. The remaining 24 redjoiss (valued at $5.5 million) were not includedtlie
acquisition plans because they arose due to uizatecl changes in operational requirements. Overall
the acquisition planning process was in place veaslworking effectively.

The requisitioning process needed to be improved

20. Of the 1,383 requisitions analyzed, the ProcurenSsdtion approved 800 of them within the
allocated timeframe established in the Procurervariual. For the remaining requisitions, delays were
encountered, some of these significant, due to dments made by requisitioners because of changes in
account codes, quantity requested, description cofdg and services, and change in the names of
signatories. A review of 80 requisitions indicatkdt 37 of them were improperly approved and aedif

by the same person. UNAMID advised that the dekayd lack of segregation of duties were due to
regular rest and recuperation absences of staff fr@ Mission.

21. A review of 1,083 approved requisitions processaticated that there were also significant

delays by the Procurement Section in processingissudng requests for quotations and invitation to
bids. These delays exceeded the maximum timelistablished in the Procurement Manual by 137 days
and 52 days respectively. Delays were encounteresl td numerous communications relating to

clarification of expected requirements betweenRhecurement Section and requisitioners. These slelay
resulted in Self-accounting Units resorting to mivegjuent use of direct purchases to procure geods

as construction materials and spare parts.

(2) UNAMID should provide training to requisitioners on developing requisitions that are
sufficiently comprehensive and include relevant details to avoid delays in the procurement
process.

UNAMID accepted recommendation 2 and stated thajuide requisitioners, standard operating
procedures (SOP) had been developed and the DiremtoMission Support had issued an
Administrative Instruction to ensure that the SG&&womplied with. UNAMID was also developing
a comprehensive training programme for requisitisndor which the training was expected to |be
completed by the end of 20IBecommendation 2 remains open pending receipt idepue that
training has been provided to requistioners.

(3) UNAMID should improve its planning of procurement actions to ensure adequate
segr egation of dutiesin the process of approving and certifying requistions.

UNAMID accepted recommendation 3 and stated thak@ministrative Instruction was issued on 9
September 2013 to address the lack of segregatiomluties in the procurement process.
Recommendation 3 remains open pending OIOS veriditdhat adequate procedures are in plage to




| ensure that the approving and certifying functiaresproperly separated.

Central reqistration of vendors would improve thicstation process

22. In OIOS view, UNAMID had not conducted adequate kaairesearch on vendors, including
collecting and analyzing information about theipahilities to satisfy UNAMID needs. As a resulteth
Procurement Section did not have sufficient regestevendors to ensure that those solicited wera in
position to supply the required commodities. Faaragle: (a) for the supply of desks, the solicitatieas
also sent to a broadcasting company; and (b) ®istpply of vehicle batteries, the solicitation wast

to an aviation support services company and atheattducts company. Overall, the number of vendors
responding was low at or below 25 per cent, antethvere cases of vendors failing to submit brochure
and samples and were disqualified early-on in tleegss as technically non-compliant.

23. UNAMID was of the view that it had an adequate €ostf vendors and it also had access to the
rosters of United Nations Procurement Division dRegional Procurement Office. In many cases,
UNAMID invited more than the recommended number vehdors as per the provisions of the

Procurement Manual. Also, as Darfur was an extrgmezhote and difficult area to conduct business, a
response rate of 25 per cent was considered tedsmmably good. Based on the additional information
provided to OIOS and that a centralized vendor stegfion process was being implemented, no
recommendation was made.

UNAMID needed an effective tracking system to mongoods waiting inspection by the Government

24. UNAMID had not implemented an effective and cooatigd system to monitor and follow-up on

purchased goods held by the Government of Sudams$pection prior to release from customs. As a
result, networking and telecommunications equipmvahied at $2.3 million was sold by Government of
Sudan, which were classed as abandoned items,egshiéd been stored for a long time in the
Government’s warehouse. The equipment arrivedencthuntry during the period from October 2010 to
September 2011. UNAMID only followed-up with the ¥&onment in June 2012, when the Mission
received information that these items had beenisplgublic auction.

(4) UNAMID should implement a system for tracking and monitoring goods that are awaiting
inspection by the Gover nment of Sudan.

UNAMID accepted recommendation 4 and stated thatolust tracking system had begn
implemented and regular reports were made availatie UNAMID management about the
shipments held in Government of Sudan’s customsheases. Tracking sheets for both air and |sea
shipments pending clearance at the port of entmewpdated as frequent as requir&hsed on the
action taken by UNAMID, recommendation 4 has bdesed.

V. ACKNOWLEDGEMENT

25. OIOS wishes to express its appreciation to the Mement and staff of UNAMID for the
assistance and cooperation extended to the auditargy this assignment.

(Signed David Kanja
Assistant Secretary-General for Internal Oversignvices



STATUSOF AUDIT RECOMMENDATIONS

ANNEX |

Audit of local procurement of goods and servicesin the African Union-United Nations Hybrid Operation in Darfur

REERIT Recommendation criiE] /2 Cé Actions needed to close recommendation Implemen}atlon
no. I mportant (6] date
1 UNAMID should implement a system to evaluate
and record the performance of vendors and ensurgortant C Action taken Implemented
that under-performing vendors are submitted |for
review to the Vendor Review Committee.
2 UNAMID should provide training to requisitionefs Confirmation that the targeted training program15 December 2013
on developing requisitions that are sufficientlymportant 0] for the requisitioners has been conducted.
comprehensive and include the details needed for
timely procurement.
3 UNAMID should improve its planning df OIOS verification that adequate procedures afe80 September 2013
procurement actions to ensure adequate segredatioportant @] in place to ensure that the approving and
of duties in the process for approving and certigy certifying functions are properly separated.
requistions.
4 UNAMID should implement a system for tracking
and monitoring goods that are awaiting inspectidmportant C Action taken Implemented

by the Government of Sudan.

! Critical recommendations address significant angéovasive deficiencies or weaknesses in govemaigk management or internal control processes) s
that reasonable assurance cannot be provided megdhe achievement of control and/or businessativjes under review.
2 Important recommendations address important @efites or weaknesses in governance, risk managememeérnal control processes, such that reasenabl
assurance may be at risk regarding the achieveofienintrol and/or business objectives under review.
3 C =closed, O = open

* Date provided by UNAMID
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AFRICAN UNION ( ?) @ UNITED NATIONS
AV a3yl \ ¥ & | g i
N UNAMID i
African Union — United Nations Hybrid Operation in Darfur

Office of the Joint Special Representative

25 September 2013

To: Ms. Eleanor T. Burns
Chief, Peacekeeping Audit Service
Internal Audit Division, OIOS

From: | Mohamed [bn Chambas
4 Head of Mission and Joint Chief Mediato!

Subject: Audit of Local Procurement of Goodsand Services in UNAMID

1. With reference to your memorandum of 25 August 2013, on the subject matter, please
find attached herewith UNAMID’s response (Appendix 1) to the detailed audit results for your
consideration.

Thank you.

cc: Mr. Ishtiaq Aslam, Chief Procurement Section, UNAMID
Mr. Prances Sooza, CRA,0IO0S, UNAMID



MANAGEMENT RESPONSE

APPENDIX |

Audit of local procurement of goods and servicesin the African Union-United Nations Hybrid Operation in Darfur

.. 5 Title of '
RES Recommendation Cilife! /6 FizEzpiEel? responsible [ EmE L e Client comments
no. I mportant (Yes/No) individual date
1 UNAMID should | Important Yes CPO 09 July 2013 The recommendatéandiready been implemented,
implement a system tp requested to be closed although the process ismihcious
evaluate and record the nature and remains ongoing.
performance of vendors While the finding made is of general in nature; UXKD

and ensure that unde
performing vendors ar
submitted for review td
the Vendor Review
Committee.

=
1

11

Procurement and Contracts Management Sectionsn@S &
CMS) have diligently complied with the requiremefus
ensuring that evaluation of vendor performance wareed
out as and when due. A performance management
framework or a system is in place when the Conigct
signed. The framework is comprehensive and objectihe
requirement as part of Contract Implementation @seds
being monitored by CMS and the appropriate system i
place, i.e. a Standard Operating Procedure (S®P) o
performance evaluation of vendors and its repoitiag
been developed and implemented in UNAMID.

The procedure put in place includes:

I. Day-to-day management of Contract — daily task;

Il.  Ad-hoc action (as and when required);

lll. Performance Review Meeting - monthly (or

stipulated in the individual Contract) task;

Logistics Support Division (LSD) Performance Rep

(PR) - every three months task;

V. UNHQ Procurement Division/UNAMID Procureme
Section (PD/PS) Vendor Performance Report — e
six months task;

Hence, all Vendors Performance Evaluation Rep)

V.

orts

(VPER) for the period under consideration were greg

® Critical recommendations address significant angéovasive deficiencies or weaknesses in govemarak management or internal control processes) s
that reasonable assurance cannot be provided megdhe achievement of control and/or businessativjes under review.

® Important recommendations address important @efaies or weaknesses in governance, risk managememérnal control processes, such that reasenabl
assurance may be at risk regarding the achieveofieointrol and/or business objectives under review.



MANAGEMENT RESPONSE

APPENDIX |

Audit of local procurement of goods and servicesin the African Union-United Nations Hybrid Operation in Darfur

Rec.

no.

Recommendation

Critical®
| mportant®

Accepted?
(Yes/No)

Title of
responsible
individual

I mplementation
date

Client comments

and shared with the relevant Sections at the Missiod
UNHQ levels as required. As an evidence the follawi
reports has already been provided:
1.1.LSD Quarterly Report (Annex I);
1.2.PD/PS Quarterly Report (Annex I1)
1.3.SOP — Contract Compliance and Performance
Management (Annex IlI)

For one time purchase orders for goods and serthees
Supply Chain Unit in PS follows up with the conasin
SAUs upon completion of each PO/contract and
requests/receives the vendors’ performance repdrisa
appropriately dispensed with as per the performéance
delivery of the vendor for the subject award. Thalgline
issued in this regard has already been sharedhégthudit
team and can again be provided if deemed necessary.

Clear processes are therefore in place to handmbpnal
problem resolution and resolve issues as quicklyoasible.
Any further records are available and will be pd®d on
request.

As regards presenting the poor/underperforming esntb
the LVRC, the action has also been implemented and
continues as a standing/ongoing practice. In liiia the
target timelines provided earlier, the PS focusaieed on
the temporary vendors and data cleansing exerntise i
preparation of Umoja transition until 30 June 201Rat
project has since been completed and on so far five
non/poorly performing vendors have been preseiutdioet
LVRC on 09 July 2013 and 01 August 2013. The misnate
these meetings are being finalized. Confirmatiothef




MANAGEMENT RESPONSE

APPENDIX |

Audit of local procurement of goods and servicesin the African Union-United Nations Hybrid Operation in Darfur

. 5 % Title of .
RES Recommendation Cilife! /6 FiERElEL responsible [ EmE L e Client comments
no. I mportant (Yes/No) A date
individual
meetings (copies of agenda) and participants gétaiings
are enclosed herewith.
2 UNAMID should | Important Yes CCMS/CP(Q 15 Decembef This recommendation has already been implementgd an
provide training to| 2013 therefore requested to be closed as explained batbaugh
requisitioners on the training and capacity building of the requisiing staff

developing requisitions

so that they are
sufficiently

comprehensive and
include relevant details

to avoid delays in the
procurement process.

continues to remain an ongoing process.

UNAMID developed the SOPs for preparation of Scope
Works (SOW) as well as SOP for the Technical Evidna
process to ensure clear, comprehensive and tedlignica
viable documents are prepared for procurementitadlan
including the preparation of key performance inttics,
quality technical evaluation criteria and matrix€efefore,
the Mission has since instituted systems and proesdn
place consistent with the UN Procurement Manual,
DPKO/DFS Contract Management policy, which requires
SOW/TOR, Technical Evaluation Criteria and Techhica
Evaluation membership (also included in the Source
Selection Plan) to be reviewed and guided by CMS on
advisory capacity. SOP/Administrative Instructioorh the
DMS has been issued to enforce this procedure.€Ahn
SOP for Preparation of SOW, Annex Il — SOP for Tecal
Evaluation — have already been provided to O/DMS ha
already been provided).

In addition, a comprehensive training program isfpe
developed jointly by the CMS and CPO for the tnagnof
requisitioners and then it will be run in batchesthe
concerned SAUSs to provide maximum coverage/audienc
This activity is targeted to be completed by 15 &wrber

[

2013.




MANAGEMENT RESPONSE

APPENDIX |

Audit of local procurement of goods and servicesin the African Union-United Nations Hybrid Operation in Darfur

.. 5 Title of '
RES Recommendation Cilife! /6 FizEzpiEel? responsible [ EmE L e Client comments
no. I mportant (Yes/No) individual date
3 UNAMID should| Important Yes DMS Kindly refer attached Adminigive Instruction (Al) issued
improve its planning of by OIC/MSD on 9 September 2013.
procurement actions tp
ensure adequate
segregation of duties
between approving and
certifying requistions.
4 UNAMID should | Important No CPO UNAMID has an adequate rosteresidors and it also has

conduct adequate
market research on
vendors prior to issuing
them solicitation
documents to improve
the competitive
process.

access to the roster of UNPD and RPO. Moreover, in
Umoja, going live on 01 November 2013 there willjbst
one standard roster for all UN missions and agsndgibe
solicitations are usually issued with REOIs whemrewated
and many a times vendors respond to such REOI&vebgi
but later chose not to participate in the tendpmnureceipt
of actual requirement for any reason best known to
themselves. For all the cases referred to in thertavhere
one odd vendor was not an expert in the subjectroudity
and was yet invited were resulting either fromRieOls.
Moreover, in all such cases PS had invited almosbté or
more the recommended vendors as per the PM prasisio
non responsiveness of such odd vendor does nottrtipa
solicitation or the effective international compieti
requirement of the manual. Darfur is an extrememate
and difficult area to conduct business in and Fe2%ndors
do respond it is considered to be a reasonably gesgbnse
rate.

On the second part of the comment (para 28 ofdpert
refers), it is part of the risk mitigation strategfythe mission
to seek samples for evaluation where warranteds Adlips
to guard against the later poorer quality produetgipt in
the mission. This approach has been well appretlatehe




MANAGEMENT RESPONSE

APPENDIX |

Audit of local procurement of goods and servicesin the African Union-United Nations Hybrid Operation in Darfur

Rec.

no.

Recommendation

Critical®
| mportant®

Accepted?
(Yes/No)

Title of
responsible
individual

I mplementation
date

Client comments

client sections and the LCC alike (copies of ref¢vainutes
of the LCC are enclosed commending the practice of
seeking samples and reiterating to continue theesam
Serious vendors do submit samples and are evaluated
accordingly. Non-serious ones are eliminated. Sampave
no relation to keeping stocks since traders candanobtain
samples from manufacturers/wholesalers and sema \With
their bids. It is reiterated that adequate knowdedfithe
market exists in the mission and it is a continueffisrt to
ensure quality and timely delivery of the produotsthe
mission.

UNAMID should
implement a system t
track and monitor
goods that are awaitin
inspection by  the
Government of Suda
to avoid recurrence g
UNAMID’s goods
being disposed off
without notice.

Important

Yes

C
MOCVON /
CPO

Already Implemented. There is a robust trackingtesyy and
regular reports are made available to the managesbeunt
the shipments held in GOS Customs. The most recent
tracking sheet is enclosed which is updated asiéeily as
required up to almost daily basis. The spreadsbedioth
air and sea shipments pending clearance at thepentry
with customs is enclosed herewith.

The mission regularly raises this issue with thehauities
through NV as and when required. As a mitigatingcfice
the detail of the outstanding shipments pendingrelece are
included in the quarterly tripartite meetings whisthe
highest level existing between the mission and3BxS for
all outstanding matters. (copy of previous trigartheeting
agenda is enclosed).




