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EXECUTIVE SUMMARY
Management of non-expendabkle property in UNMIS

OIOS conducted an audit of the management of non-expendable property
in UNMIS from December 2007 to February 2008. The overall objective of the
audit was to determine whether non-expendable property acquired by UNMIS
was properly accounted for, adequately controlled, efficiently utilized, well
maintained and properly disposed of. The audit was conducted in accordance
with the International Standards for the Professional Practice of Internal
Auditing.

As at 5 February 2008, the Mission had 70,495 items of non-expendable
property valued at $273 million, of which $165 million were used for operations,
$106 million were in reserve stock and $2 million were pending write-off.

OIOS found that UNMIS lacked proper warehousing facilities and
adequate staff to effectively manage its non-expendable property, particularly in
the following areas:

° As at March 2008, the Property Management Section (PMS) had
a 39 per cent vacancy rate caused by the delayed release of staff selected
to be transferred to PMS. This situation resulted in PMS not being able to
fully discharge its functions.

. UNMIS had not performed a complete physical verification of
non-expendable property since the establishment of the Mission, mainly
due to lack of staff.

. There was an excessive amount of assets in stock. For example,
OIOS’ analysis of 50 high-value asset categories showed that there were
$74 million worth of assets in stock, compared with $72 million worth of
the same asset categories that were actually issued as “in use”. The
Mission also identified 200 non-expendable assets valued at $8.96
million that were no longer required.

. The construction of proper warehouses facilities were delayed,
resulting in almost 70 per cent of stocks being stored in inappropriate
storage locations such as containers.

OIOS made ten recommendations to address the issues identified during
the audit that would further strengthen existing controls and contribute toward
the better management of non-expendable property. The Mission had already
taken steps to address many of the concerns raised by OIOS in this report.
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i. INTRODUCTION

1. The Office of Internal Oversight Services (OIOS) conducted an audit of
the management of non-expendable property in the United Nations Mission in
the Sudan (UNMIS) from December 2007 to February 2008. The audit was
conducted in accordance with the International Standards for the Professional
Practice of Internal Auditing.

2. Non-expendable property consists of items of property or equipment
with an acquisition value of $1,500 or more and a serviceable life of five years or
more. UNMIS, as of 5 February, 2008, had a total of 70,495 non-expendable
assets valued at $273 million located in over six sectors in the Sudan. Table |
shows the distribution of non-expendable property by section.

Table 1: Distribution of UNMIS non-expendable property

% to total

Number | by number % to total

Section of assets of assets Value by value
Supply 12,366 18% $32,8601,549 | 12%
Engineering 22,832 32% | 87,198,594 | 32%
CITS | 32325 46% 57,390,377 21%
Transport 2972 4% | 95,756,679 35%
Total 70495 | 100% $273,207,199 | 100%

3. UNMIS, in its start up phase, assigned the responsibility for property

management to the respective self-accounting units (SAUs} namely Supply,
Engineering, Transport and Communication and I[nformation Technology
Sections. However, it was felt that the respective sections could not give proper
attention to property management because of their operational responsibilities.
UNMIS, therefore, in line with DPKO best practices, reorganized the property
management function and established the Property Management Section (PMS)
in September 2007.

4. PMS is responsible for handling, warehousing, distribution, reporting
and maintenance of records of expendable and non-expendable property. PMS
consists of five units, namely, the Contingent Owned Equipment (COE) Unit,
Property Management Unit, Warchousing Unit, Property Disposal Unit (PDU)
and Support Unit, and is accountable to the Chief of Mission Integrated Support
(CMIS). PMS is headquartered at UNMIS Logistics Base in EI-Obeid, where the
Mission had set up its central warehouses.

5. The ownership of the non-expendable property, however, remains with
the respective sections, which are responsible for the forecasting, budgeting,
maintenance and disposal of property. The commodity managers in the
Warehousing Unit of PMS provide needed information to the sections to manage
their assets. PMS also works in close coordination with other Mission units like
Movement Control (MovCon), Receipt and Inspection (R&I), and Local Property
Survey Board {LPSB).

6. Comments made by UNMIS are shown in italics.



Il. AUDIT OBJECTIVES

7. The main objective of the audit was to determine whether non-
expendable property acquired by UNMIS was properly accounted for, adequately
controlled, efficiently utilized, well maintained and properly disposed of.

lil. AUDIT SCOPE AND METHODOLOGY

8. The audit covered the non-expendable property acquired by UNMIS
since the inception of the Mission in March 2005 to March 2008 and included
reviews of inventory records, internal controls, warehousing procedures, staffing
and analyses of Galileo-generated reports. OIOS also interviewed the key
personnel involved in the management, planning and budgeting of non-
expendable property. Physical verification of non-expendables was performed on
a test basis in the central warehouse at the El Obeid Logistics Base, and regional
warehouses at Khartoum, Juba and Maridi.

9. Since OIOS was performing a separate audit of the security of UNMIS
premises, property and personnel (AP2007/632/13) at the time this audit was
being conducted, the assessment of the effectiveness of security measures to
preventing any loss, theft or damage to non-expendable property was not covered
in this audit.

IV. AUDIT FINDINGS AND
RECOMMENDATIONS

A. Organizational structure

Shortage of staff

10. The Mission established PMS on September 2007 to manage both
expendable and non-expendable property. UNMIS Administrative Instruction
16/2007 (dated 15 August 2007) laid out PMS’ terms of reference. According to
the administrative instruction, existing staff members from the various sections
involved in property management were to be transferred to PMS by November
2007. Furthermore, 28 United Nations Volunteers (UNVs) were to be recruited
for the new Section under the 2008/09 budget proposal. However, the sections
involved delayed the release of the staff that had been identified to be transferred
to PMS.

11. As a result, PMS was unable to fully discharge its functions. For
example, Property Management Unit (PMU), which was responsible for
performing physical verification of assets in use, was functioning with only 2
general service and 10 national staff against the authorized posts of 3
professionals, 6 general service posts and 12 national posts. Likewise, there was
no staff member assigned to handle and manage engineering assets in the sectors
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and in team sites. Overall, the Section was facing a 39 per cent vacancy rate, as
shown in Table 2.

Table 2: Staffing position in PMS

Authorized On board Vacant
Category posts No. Ya No. %
Professional 11 3 27% 8 73%
Field service 36 23 64% 13 316%
National 131 87 66% 44 34%
UNVs 28 12 43% 16 57%
Total 206 125 61% 81 39%

Recommendation 1

(1) The UNMIS Mission Support should ensure that the
concerned sections release the staff members that have been
selected to transfer to the Property Management Section, in
accordance with UNMIS Administrative Instruction 16/2007
of 15 August 2007 establishing the Property Management
Section.

12 The UNMIS Mission Support accepted recommendation I and stated that
all sections with the exception of Engineering and to a lesser degree Transport,
have transferred stores and warehousing staff per the Administrative Instruction
establishing PMS. Recommendation 1 remains open pending the filling of the
vacant positions.

Non-establishment of the Property Disposal Unit

13. The Property Management Manual requires that the Mission dispose of
written-off assets soon afier the write-off process is complete. However, UNMIS
had not disposed of written-off assets since its inception. The 31 December 2007
Galileo inventory report showed that 1,608 non-expendable items valued at $1.98
million were awaiting disposal action.

14. PMS explained that written-off assets could not be disposed of because
the Mission had not established the Property Disposal Unit (PDU). There was a
plan to place PDU under PMS, but it could not be set up because of the shortage
of staff. The delay in hiring of staff not only hindered the establishment of PDU
but also delayed the disposal of assets. The Mission informed OIOS that the
Chief, Property Disposal Unit would arrive by the middle of March 2008 and
that, meanwhile, the Supply Section had assigned two experienced international
staff to store and safeguard items previously written-off,

Recommendation 2
(2) The UNMIS Mission Support should ensure that the

Property Disposal Unit is established by the Property
Management Section by recruiting experienced and qualified



staff who can expedite the disposal of written-off assets
valued at almost $2 million.

15. The UNMIS Mission Support accepted recommendation 2 and stated that
the Property Disposal Unit is now established and functioning. It has an
international staff at the P-3 level, and the recruitment of one other international
and two national staff are underway. Based on the action taken by the Mission
recommendation 2 has been closed.

B. Control over non-expendable property in use

Non-completion of physical verification

16. Paragraph 5.30 of the Property Management Manual requires that the
Mission physically verify non-expendable property at regular intervals, at least
once a year, UNMIS Administrative Instruction 02/2006 (dated 9 May 2006) on
the control of UN-owned equipment required physical verification of a minimum
10 per cent of all issued property each month, aiming at 100 per cent physical
verification a year. Cumulatively, over three years, the Mission physically
verified 64 per cent of non-expendable property issued for use, equivalent to
about 21 per cent per year.

17. The PMU, the unit under PMS that is responsible for conducting physical
verification, attributed the non-achievement of the 100 per cent physical
verification target to the shortage of staff, difficulty in arranging flights in a
timely manner to inspect properties located in different team sites and sectors,
lack of logistics facilities, lack of assistance from other units within the Mission
and the priority given to clear the backlog of unposted vouchers. PMU informed
OIOS that they had started the new cycle of physical verification of non-
expendable property from 1 January 2008, and they would complete the 100 per
cent physical verification by the end of the calendar year.

Locating non-expendable property reported as missing

18. ° Problems were encountered in conducting effective physical verifications
due to the lack of supporting documents and management records, which were
not systematically maintained during the start-up phase of the Mission. Some
information considered as missing was subsequently located and the records
updated. The PMU staff stated that they had already embarked on a drive to
locate assets relating to all sections, and had located 17 assets with an acquisition
cost of more than $100,000 each that were earlier reported as missing. PMU is
now focusing on locating 464 missing assets, each of which have a value from
$10,000 to $100,000. OIOS was able to observe the Mission’s progress in this
regard. At the start of the audit in December 2007, 304 non-expendable items
belonging to Communications and Information Technology Section valued at
$1.23 million could not be located. By February 2008, PMS managed to locate
161 items valued at $0.9 million.



Recommendation 3

3 The UNMIS Mission Support should ensure that the
Property Management Unit conducts 100 percent physical
verification of non-expendable property on an annual basis
and reconciles the results of the physical verification with
records in the Galileo inventory system.

19. The UNMIS Mission Support accepted recommendation 3 and stated that
subsequent to the Mission's receipt of this report, some staff were moved to PMU
and a comprehensive verification programme commenced with 23 per cent of the
Mission’s assets verified. At this rate, 70 per cent of the assets should be verified
by the end of the year. With the ongoing recruitment, additional staff are
expected to come onboard. Recommendation 3 remains open pending the filling
of all vacant positions in PMU and OIOS’ verification of the progress of the
physical verification.

Preventive maintenance of assets

20. The administrative instruction on the establishment of PMS stipulates
that the repair and maintenance of non-expendable property would be the
responsibility of the respective sections; however, they could not provide OIOS
the maintenance schedules and programmes for preventive maintenance of major
non-expendable property.

21. For vehicles, the Transport Section was doing regular servicing and
routine check ups at Khartoum and sectors after the completion of required
mileage, in accordance with the manufacturers’ schedules. A central workshop at
El-Obeid was planned, which was still at a preliminary stage. Presently, major
repair works on vehicles involved in accidents are being outsourced. OIOS also
observed delays with the Security Section’s equipment where three baggage X-
ray machines located in Juba, Wau and Malakal had not been repaired and
therefore not operational.

22, The Mission informed OIOS that it was trying to execute locally a
contract for the repair of the baggage X-ray machines, as it was not included in
the UNHQ systems contract. The Supply Section had outsourced the
maintenance of some Security Section’s assets like weighing scales, photocopiers
and shredders. The Engineering Section has both generator and building
maintenance workshops, and CITS has workshops in Khartoum and El-Obeid.
The respective sections have been performing repair as well as routine preventive
maintenance.

Recommendation 4

4 The UNMIS Mission Support should ensure that the
contract for the repair of baggage X-ray machines is
immediately established to enable the efficient security
checks of baggage checked in the Mission’s aircraft at Juba,
Wau and Malakal.



23. The UNMIS Mission Support accepted recommendation 4 and stated that
a purchase order had been issued on 20 April 2008 and the contractor was to
send by airfreight the spare parts needed to repair the X-ray machines. The
contractor shall travel to Sudan to conduct the repairs as soon as the spare parts
arrive. Consequently, two X-ray machines have been repaired in Juba.
Recommendation 4 remains open pending the completion of repairs of the X-ray
machines at Wau and Malakal.

C. Contrel of non-expendable property kept in warehouses

OI0S’ physical verification of non-expendable property

24, OIOS conducted a test check of the central El-Obeid warchouse to assess
the authenticity of the records and confirm the accuracy of the unit stock. O[OS
was generally able to trace the physical assets pertaining to the sample non-
expendable property records selected, except for 34 CITS assets (out of a sample
of 117 items) worth $97,000. The commodity manager in-charge explained that
these assets were in the warehouse, but were not properly stored in one place, but
in several containers and that it would take time to locate them. The Mission
informed OIOS after the audit field work that the CITS commodity manager had
located the items. OlOS will verify the existence of these assets during its next
visit to the logistics base. Table 3 shows the details of physical verification
conducted by OIOS.

Table 3: Results of OIOS’ physical verification

Number of Number of
items selected Number of items not
Section for verification items located located
Engineering 75 75 -
Supply 50 | 90 -
Transport 40 40 -
CITS 117 83 34

Conditions at warehouses in El Obeid Logistics Base

25. The DPKO manual on warehousing describes requirements for the
prudent and organized management of warchouses with adequate facilities such
as warehouses with controlled temperature and proper storage space and facilities
to protect and safeguard UN property. The UNMIS Engineering Section is yet to
construct the three main Rubb-halls (50m x 50m) and four small Rubb-halls
(36m x 15m) for different commodity managers at the EI-Obeid Logistics Base.
PMS informed OIOS that the target completion date of the storage project was 30
November 2006. The Engineering Section informed that they had initiated the
process and would finalize it soon.

26. PMS staff further told OIOS that the plan for erecting the Rubb-halls
instead of a permanent structure was not suitable for the climatic conditions in
the Sudan. The continuous strong winds make the concrete floors dusty, which

[



make the assets rusty. The Rubb-halls also leaked in the rainy secason.
Furthermore, containerized warehousing was creating bottlenecks in efficient
asset management because it was not possible to arrange assets in shelves or bins.
Therefore, commodity managers had placed assets in the contatners without
proper arrangement for casy retrieval. The walls of the warehouse and containers
were not marked with bar codes shown in Galileo to identify the assets.
Therefore, an inventory item shown in Galileo as stored in the warehouse may
require searching all the boxes and containers.

217. In the absence of proper storage facilities, the commodity managers were
storing about 70 per cent of the non-expendable property in sea containers.
Although some items such as computers and air conditioners were temperature-
sensitive, the temperature inside the containers was not controlled. [mproper
warehousing facilities would lead to the untimely deterioration of these items.

Conditions of warehouses in Khartoum and at sectors

28. The conditions of the sub-warehouses at the sectors, as well as the
Mission HQ in Khartoum needed improvement. There were no Rubb-halls, and
containers were being used to store assets. These containers had no temperature
control and shelves.

29. CITS stated that the warehouses at Khartoum and at the sectors were not
sufficient for keeping essential equipment to meet emergency needs. In case of
an emergency, the equipment would have to be acquired from El-Obeid, which
would take at least 6 to 8 hours of transportation and testing of alternate
equipment, before putting them into use. This meant halting Mission operations
pending the arrival of the equipment. The Mission informed OIOS that CITS
would keep certain critical equipment including servers, routers and switches in
stock in its workshop at Khartoum.

Recommendations 5 and 6
The UNMIS Mission Support should:

3] Expedite the construction of warehouse facilities at
the El Obeid Logistics Base to ensure the proper storage and
safeguarding of assets; and

6) Ensure that proper warehouses facilities are made
available at Mission Headquarters in Khartoum and sectors
for the storage of critical Communications and Information
Technology Section equipment to be used during
emergencies.

30. The UNMIS Mission Support accepted recommendation 3 and stated that
a number of warehouses have been constructed in El Obeid. The Mission has yet
to complete consiruction of three large type B hangars. Recommendation 5
remains open pending confirmation by the Mission of the completion of all
warchouse facilities.



3L The UNMIS Mission Support accepted recommendation 6 and stated that
the Director of Mission Support has approved a memorandum outlining the
establishment of various warehouse facilities in Khartoum. Recommendation 6
remains open pending the completion of storage facilities planned for Khartoum.

High percentage of non-expendabie items kept as reserve stock

32. DPKO’s guidelines on field missions warehousing and distribution
operations require that the missions maintain the right amount and types of non-
expendable property in their inventory. Furthermore, generally accepted
management principles stipulate that assets in stock should consist of only those
items which are needed to meet current and future needs, as well as a prudent
reserve for contingency needs.

33. OIOS took a snap shot of the inventory positions on 5 February 2008 and
informed the Mission about the high percentage of non-expendables kept in
reserve stock valued at $106 million, as compared to $165 million in use. The
Mission indicated that Galileo was being updated and requested another snap
shot after a month. Accordingly, on 2 March 2008 a similar analysis was done
and the position remained the same, see Annexes 2 and 3 for details.

34, Further analysis was done to determine high value non-expendable items
kept in reserve stocks that exceeded the 40 per cent ratio of assets in stock
compared to assets in use. OIOS identified 50 items worth $72 million issued for
use and an equivalent number valued at $74 million kept in reserve stock (see
Annex 4 for details). OIOS was informed that a decision has been made to send
some of the excess items to the new mission in Darfur (UNAMID) and that the
items identified to be in reserve may have already been sent without Galileo
being updated until payment was made for the assets transferred. OIOS will
verify this assertion upon submission of relevant details by the Mission.

35. The Mission does not have an internal policy to determine the size of its
reserve stock for each type of non-expendable property taking into account the
cost of retaining assets, the potential long-term demand for these assets, the
potential repurchase costs, the identification of assets essential to the operation of
the Mission, the expected life of the asset and the number of assets in use.

Recommendation 7

7 The UNMIS Mission Support should issue policy
guidelines on the optimum number of reserve stock of major
non- expendable property to be maintained.

36. The UNMIS Mission Support accepted recommendation 7 and stated that
the SAUs, in coordination with PMS, will be required to provide detailed input
for the determination of the optimum number of reserve non-expendable stocks to
be maintained based upon historical data and experience. Recommendation 7
remains open pending the receipt of a copy of the policy guidelines on the



determination and maintenance of the right size of reserve stock to be
maintained.

D. Inventory planning and acquisition

Assets no longer required by the Mission

37. During the start-up phase, the Mission acquired a variety of non-
expendable property, approved under the Director, Logistics Support Division’s
material sourcing plan. Assets were shipped from the Strategic Deployment
Stocks (SDS) from the United Nations Logistics Base, transfers from other
missions and also through UNHQ procurement. Subsequently, when the military
contingents brought in their equipment under self-sustainment agreements, some
of the UN-owned equipment became redundant.

38. OIOS solicited feedback from wvarious sections on the list of non-
expendables no longer required for their operations. The respective sections have

identified 200 items valued at $8.96 million, as shown in Table 4.

Table 4: Non-expendable property no longer needed by the Mission

Purchase
Assets Qty cost Initial source Remarks
(in $°000)
Fuel Trucks 57 5,551 From other No longer used because
missions of turn-key fuel
contract put in place
Photocopiers 40 02 From SDS Became surplus as
Mission is now
obtaining photocopiers,
- on lease
Generator | 50 3,312 Procured by Inspection report by
UNHQ under | Engineering Section
global systems | declared these as not
contract functioning well under
Sudan’s climatic
| conditions
Accommodation & 53 6 From Sierra lems were Faulty
| kitchen fat pack tents _Leone mission
. Total | 200 | 8961

Recommendation 8

® The UNMIS Mission Support should ensure that
assets no longer required for the Mission’s operations are
identified periodically and that appropriate action is taken to
transfer these assets to the UN reserve or other missions.

39. The UNMIS Mission Support accepted recommendation 8 and stated that
identifying surplus assets is an ongoing exercise and for assels that have been
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identified as surplus, action has been taken to transfer them to other missions.
Based on the action taken by the Mission, recommendation 8 has been closed.

E. Reporting mechanism

Misclassified assets

40. The Property Management Manual requires that details of UN property
recorded in Galileo be correct and updated periodically in order to generate
accurate management reports. However, O10S’ analysis of Galileo records as of
5 February 2008 showed that 164 non-expendable items valued at $2.43 million
were categorized under the wrong sections (see Table 5 for details). The errors
were caused by incorrect data entry.

Table 5: Examples of misclassified assets

Total Section as qurect
shown in Section, per
Assets Quantity | Value (5) Galileo audit
Fuel equipment 62 766,890 | Engineering Supply
Printer 1 [1,074 | Engineering | CITS
Crane _ 1 17,442 Enginee_rir-l'g Transport
Printer 4 20,205 | Supply
Satellite equipment | 55 6,380 | Supply CITS
Bus 9| 1,193,200 | Supply Transport
House hold appliances 7 4,464 | Transport Supply
Air conditioners 22 17,600 | CITS Engineering
- Van 3 398.400 | CITS Transport
Total - 164 | 2,435,655
Recommendation 9
&) The UNMIS Mission Support should ensure that the
Receiving and Inspection Unit enters the correct data in
Galileo and that Galileo records are subsequently reviewed
by the Property Management Section to provide assurance
on the completeness and accuracy of data.
41. The UNMIS Mission Support accepted recommendation 9 and stated that

the Receiving & Inspection (R&I) staff have been reminded of the need fo be
vigorous in enfering data into Galileo. At the same time the Property
Management Section has set up a Codification Cell made up of staff members
from each SAU to identify errors in Galileo. Based on the action taken by the
Mission, recommendation 9 has been closed.

Inadequate management reporting

42. In accordance with the Director of Mission Support’s administrative
instructions, PMS was assigned to monitor and report on UN-owned assets.
Particularly, PMS was to conduct the first level physical and electronic
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management audits of property management functions and subsequently report to
the respective section chiefs.

43, Currently, PMS is only generating a year-end inventory report for
submission to UNHQ. In OIOS’ opinion, these reports are not sufficient for
decision making by the Mission management regarding the planning and
budgeting for non-expendable property. PMS attributed the deficiency in the
reporting and monitoring of non-expendable property to the shortage of staff in
the Mission.

Recommendation 10

(10) The UNMIS Mission Support should generate the
relevant analytical reports to inform management of the
utilization of assets and to facilitate decision-making
concerning non-expendable property.

44, The UNMIS Mission Support accepted recommendation 10 and stated
that there are various reports that can be generated in Galileo through the
system’s Business Objects veporting tool. SAUs have access to Galileo and
therefore can generate any inventory report required and Property Management
Section will assist if required. Subsequent to the audit ficldwork, OIOS verified
that the Mission has been generating other Galileo inventory reports, e.g., assets
kept in unit stock over 12 months. Based on the action taken by the Mission,
recommendation 10 has been closed.
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UNMIS for the assistance and cooperation extended to the auditors during this
assignment.
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STATUS OF AUDIT RECOMMENDATIONS

ANNEX 1

Recom. | C/ Implementation
no. o' Actions needed to close recommendation date’
1 O | UNMIS’ confirmation that the vacant positions have been filled. 1 August 2008
2 C | Action completed Implemented
3 O | OIOS’ verification of the progress of the physical verification Ongoing
4 O | UNMIS’ confirmation of the completion of repairs of the baggage X- Ongoing
ray machines at Wau and Malakal
5 O | UNMIS’ confirmation of the completion of all warehouse facilities Ongoing
6 O | UNMIS’ confirmation of the completion of storage facilities planned Ongoing
for Khartoum
7 O | Submission to OIOS of a copy of the policy guidelines on the August 2008
determination and maintenance of the right size of reserve stock to
be maintained
8 C | Action completed Implemented
9 C | Action completed Implemented
10 C | Action completed Implemented

' C = closed, O = open
? Date provided by UNMIS in response to recommendations
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