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No Reliable Method to Validate Quantity of Fuel Delivered

GSD has several procedures to confirm the quantity of fuel delivered by SC Fuels, which we
found are being used to varying extents; however, none of these is considered sufficiently
reliable to use as a basis to adjust the amounts to be paid.

As required by the contract, each fuel delivery is accompanied by a refinery manifest (Bill of
Lading, or BOL) and a delivery ticket. The BOL is generated from a third-party wholesaler,
when fuel is loaded into SC Fuels’ truck. The delivery ticket is generated by SC Fuels and
notes the quantity delivered in gallons, as well as gauge stick and/or meter readings related
to that delivery. The delivery ticket also generally includes the signature of the City fuel site
staff acknowledging the receipt.

To ensure that the fuel load was indeed delivered and received by the City, fuel site
personnel must sign the delivery ticket to acknowledge the offloading of fuel into the City fuel
tank.

Based on our observations at two fuel sites and interviews with various departments during
a separate fuel usage audit, the City staff signing the delivery ticket frequently do not attempt
to verify the quantity delivered. Also, when we asked the SC Fuels representative if their
delivery drivers encounter any problems in delivering to City fuel sites, she stated that they
had recurring small problems, like finding a person for signature after delivery.

We suggest that GSD:

e Require fuel site personnel to properly validate the quantity of fuel received by closely
observing meter and/or gauge stick readings, before signing the delivery ticket.

Contract Oversight and Quality Assurance

GSD did not have periodic laboratory testing done on fuel delivered by SC Fuels. Item 3.10
of Attachment B (Specifications and Requirements for Reformulated Gasoline) states that
fuel supplied by SC Fuels to the City shall be subject to periodic check by an independent
laboratory hired by the City to ensure that the fuel meets the required specifications. GSD
stated that this testing was not intended to be a periodic or regular procedure, but would only
be done when they suspected that fuel was contaminated or not within the required
specification. GSD stated they will amend the contract to delete the word “periodic” in the
requirement for laboratory testing.

GSD also did not enforce the requirement for the vendor to submit quarterly reports which
include a listing of all items sold to the City, Recycled Material/Product Report and
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MBE/MWBE/OBE Report. GSD stated that they will amend the contract to exclude the
requirement for submission of quarterly reports.

Based on the records provided to the auditors, GSD has conducted only one performance
review for SC Fuels during the two year period, though the contract requires that supplier
performance reviews will be held a minimum of once per calendar quarter and will focus on
the supplier's and the City’s meeting product and service quality levels stated in the contract.
According to GSD staff, performance reviews are complaint-driven, and they do
performance reviews only when a formal complaint is brought to their attention.

We also noted that Item 5 of Attachment B of the contract requires that all invoices and
payments shall be for gross gallons of fuel delivered, and that temperature correction of
delivered products would not be allowed. However, the fuel industry typically bills agencies
based on net gallons. GSD stated that the contract requirement that payments shall be
based on gross gallons of fuel delivered was a typographical error. As a result of our
inquiry, GSD amended the SC Fuels contract effective May 1, 2009 to reflect that all
invoices and payments shall be for net gallons delivered.

We suggest that GSD:

¢ Ensure contract language and oversight practices are sufficient to ensure appropriate
and expected product quality and vendor performance.

If you have any questions, please have your staff contact Vicky Ancajas at (213) 978-7385.



