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February 14, 2024 

City of Fort Smith Board of Directors 
SUBJECT: Fuel Audit – Transit Fuel Audit 
 
Board of Directors: 
A planned 2023 City fuel audit was conducted, and the objective of the fuel audit was to 
evaluate whether City policies and procedures were adhered to during the purchasing 
process, refueling process and that there are proper internal controls in place to mitigate risk 
to theft of fuel. 

Background 
The City of Fort Smith supplies fuel to all City Departments who have vehicles, equipment, 
specialized equipment (i.e. Forklifts, off-road equipment, etc.) and for heating (i.e. buildings 
and water).   The City utilizes unleaded, diesel, compressed natural gas (CNG) and propane.  
There are three fueling locations, Sanitation, Kelley Hwy, and Transit.   
 
All fueling locations have unleaded and diesel, two fueling locations have CNG capabilities 
and one department utilizes propane.  There are departments that use propane tanks for 
equipment and at water/sewer plants, however they are not refilled in large quantities and 
there is not a propane contract.   

The City has approximately 674 vehicles and approximately 233 equipment assets that will 
refuel at one of the locations or if outside of the City limits will use their P-card to purchase 
fuel.  The fuel purchased on the P-card is coded to 528500, however a department could also 
code the purchase to other account codes such as travel and/or conferences.  We did note 
that two departments have fuel cards for their fleet and separate memos were written for the 
review of the fuel card purchases. 

During the fiscal year (FY) 2022, The City purchased from the fuel vendor approximately 
684,384 gallons, totaling $2,541,234.  From January 1, 2023, through August 7, 2023, the 
City purchased from the fuel vendor approximately 433,395 gallons, totaling $1,255,265.  
Unleaded and diesel are tracked through the fuel system FuelMaster.  The fuel card 
purchases for FY 2022 were approximately $133,000 and from January 1 through October 
24, 2023, was approximately $206,764. 
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The fuel pumps at Sanitation were installed in 2012 and the cameras are not reviewed 
periodically.  Yearly inspections are performed, however since the City does not sell gas to 
any outside customers, the pumps are not calibrated.  Employees can access fuel by using 
vehicle fuel keys called Prokee.  The P-cards are used to fuel City vehicles and equipment 
when traveling out of City limits, the fueling station is inoperable, and to refuel rental cars.  
The usage of the p-card is also inherently risky without adequate accountability and control. 

A report was written for each fueling location and two additional reports were deemed 
necessary because of the two departments utilizing fuel cards through a separate vendor.  
Discrepancies were identified and recommendations were provided in those two reports. 

 

Methodology 
To accomplish our audit objectives, we interviewed key personnel, reviewed applicable City 
and State compliance requirements, reviewed written policies and procedures, tested a 
random sample of fuel orders and payments, and reviewed monthly journal entries.  The risk 
of fraud, waste, and abuse was also considered.   
 
This performance audit was conducted in accordance with generally accepted government auditing 
standards.  Those standards require that we plan and perform the audit to obtain sufficient, 
appropriate evidence to provide a reasonable basis for our findings and conclusions based upon 
our audit objective.  We believe that the evidence obtained provides a reasonable basis for our 
findings and conclusions based on our audit objective. 

 

Objectives and Scope 
The audit objective was to determine if the fueling stations and departments have adequate controls 
over fuel services.  The scope of the audit focused on compliance with fuel requirements, fuel 
purchases, fuel deliveries, safety, and inventory control.  The audit period covered activities for the 
fiscal year 2022 and January 1, 2023, through August 7, 2023.  Due to the amounts identified from 
the audit period covered, IA reviewed the remaining invoices for 2023 and January 2024.  This 
information was added to the total and identified below in the first finding. 
 

Findings and Recommendations 

The City of Fort Smith’s (City) Internal Audit Department (IA) determined after reviewing the current 
FuelMaster fueling system to provide high-level suggestions on ways to improve the internal 
controls surrounding the fueling stations and fueling systems and FuelMaster at the Utilities 
Department Kelly Highway, Sanitation and Transit locations.  These items were designed to provide 
basic recommendations to the department to consider improving the use and control over the fuel 
stations.  Based on this assessment, it is likely that a follow-up procedure will be scheduled when 
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the three locations are connected on the cloud base system for the fueling systems and procedures.  
Fuel is a near-cash asset which is highly susceptible to potential misuse.  Combined with the high 
volume of usage and cost, fueling stations are important to the control of fuel usage and storage 
throughout the City.  The following recommendations pertain to this assessment: 

• Invoices received by Frost were not reviewed for correct charges.  IA noted that the invoices 
contained the incorrect charges and that credits were not properly added to the invoices.  
Furthermore, we noted the unleaded was assessed the diesel differential fee and the diesel 
assessed the unleaded differential fee.  Therefore, the departments are assessed the incorrect 
amounts for their fuel purchases.  Moreover, IA identified $78,741 that was overcharged to the City 
by the fuel vendor for all three fueling locations.   (Note:  the total amount is based off the incorrect 
billing from January 2022 through January 2024). 

Recommendation: All invoices should be reviewed for the correct and allowable charges and the 
City receives the correct credits.  The invoices should be verified with the delivery ticket to ensure 
the correct amount was charged for that specific delivery.  Additionally, the invoices should be 
signed and dated by the reviewer before the requisition is entered into the system to document the 
reconciliation.  Lastly, all fuel contracts should be provided to the fueling locations to allow them to 
ensure the correct prices are charged on the invoices. 

 

Management Response: 
Based on a review of the fuel purchase contract, provided to the transit department as a 
function of this audit, the language of the contract is unclear how to apply the discounts in what 
we understand to be an accurate invoice.  The transit department staff now understands what 
to look for in the way of discounts, and how they are to be applied, following discussions from 
the internal auditor as a part of this audit process.  Training should be provided when contracts 
are issued to ensure clarity.  Concerning proper procedures going forward, please see the 
attached highlighted excerpt from the Transit Department Employee Manual (revised). 

 

Responsible:  Transit Director 
Implementation Date: 2-14-24 

 
Assessment of Managements Responses: 
IA agrees with the procedure added to the Transit Department Employee Manual.  IA recognizes 
that training should be provided when contracts are issued to ensure clarity.  Departments should 
also take responsibility to ensure they understand the charges for any invoice and that it is accurate 
before approving it for payment. 

 

• Transit does not have written procedures for tracking of fuel and issuing of keys.  However, Transit 
does have written procedures for use of fuel and fuel safety protocols.   
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Recommendation: Transit should develop written procedures for tracking fuel and issuing of keys, 
types of keys, and purchasing of the City’s fuel sources. 

Management Response: 
Please see the attached highlighted excerpt from the Transit Department Employee Manual 
(revised). 

 
Responsible: Transit Director 
Implementation Date: 2-14-24 

 

Assessment of Managements Responses: 
IA agrees with the procedure added to the Transit Department Employee Manual. 

 
• Cameras are not periodically reviewed at Transit to ensure proper safety protocols are followed and 

only City assets are being fueled.  This allows for fuel theft for non-vehicle fueling, determine a way 
to track and identify transactions to those items – bed tanks, small equipment, etc. 

Recommendation: All cameras should be operable and periodically reviewed for safety and theft 
of fuel. 

Management Response: 
Transit Department security cameras have been operable for many years.  Cameras at the 
Transit Department, including the fuel cameras, are reviewed frequently by the driver 
supervisor after office hours, but only in live feed because the historical view option is not 
available to anyone other than the department director.  Perhaps the IT Department can verify 
camera monitoring via log-in records. Transit management terminated an employee in 2013 for 
fuel theft following a review of the camera system’s historical data at that time.  

 

Responsible: Transit Director 
Implementation Date: 2010 

 

Assessment of Managements Responses: 
IA did recognize that Transits cameras are operable, however they are not periodically reviewed for 
safety and theft of fuel.  If the driver supervisor only has live feed, and management does not want 
to give historical view permissions, then management should be proactive and periodically review 
the cameras, mainly to ensure safety and prevention of fuel theft sooner than later.  

 

• Transit does not have locks and/or anti-siphon devices on underground or above ground fuel 
storage tanks.   

Recommendation:  Transit should consider installing locks and anti-siphon devices in all 
underground or aboveground fuel storage tanks.  This will also assist with theft of fuel. 
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Management Response: 
See attached photo of fuel tank locks 

 
Responsible: Transit Director 
Implementation Date: 2-14-24 

 

Assessment of Managements Responses: 
IA recognizes that Transit was proactive and installed locks on the fuel storage tanks.  IA also 
recommends that Transit research into anti-siphon devices to assist with fuel theft. 

 

• Transit does not sign off on the delivery ticket and they are not reconciled to the invoice when 
received by fuel vendor.  Additionally, Transit does not ensure the rack rate is notated on the delivery 
ticket. 

Recommendation: All fueling locations should formally reconcile all signed deliveries tickets to the 
invoices to determine if the quantities delivered were accurately charged.  To ensure the City is 
charged the correct rate, the rack rate should be notated on the delivery ticket.  

 

Management Response: 
Please see the attached highlighted excerpt from the Transit Department Employee Manual 
(revised).  Vendor rarely answers the phone to obtain rack rate information; staff must leave a 
message to order fuel. 

 
Responsible: Transit Director 
Implementation Date: 2-14-24 

 

Assessment of Managements Responses: 
IA agrees with the procedure added to the Transit Department Employee Manual.  The fuel 
supervisors have the capability at the time of delivery to have the driver write on the delivery ticket 
the rack rate.  Therefore, Transit does not have to call the fuel vendor to obtain this information.  IA 
has communicated to the vendor that the rack rate should be on the delivery ticket at the time of 
service, however, it is upon Transit to make sure all necessary information is on the delivery ticket 
at the time of service. 

 

• Transit does not stick the tanks before and after the delivery of fuel.   

Recommendation: Transit should stick the tanks before and after to validate the number of gallons 
dropped are accurately reported on the delivery ticket.  Additionally, the fueling locations should 
consider periodically “sticking” the tanks to reconcile to the accuracy of the fuel being dispensed is 
correct and because the fueling locations do not calibrate the pumps. 
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Management Response: 
Please see the attached highlighted excerpt from the Transit Department Employee Manual 
(revised).  Fuel pumps were calibrated on 2-12-24. 

 
Responsible: Transit Director 
Implementation Date: 2-14-24 

 

Assessment of Managements Responses: 
IA agrees with the procedure added to the Transit Department Employee Manual.  Management 
should ensure the procedure is implemented. Additionally, utilizing the paste helps protect our 
assets and also makes sure no water is in the tanks. 

 

• Fuel Safety (i.e. location of the washing station, emergency shut off valve, fuel clean up materials) 
protocols are not provided to the employees. Currently, the fuel safety protocols are provided to 
transit employees and not to city employees.   

Recommendation: Fuel safety protocols should be developed and all employees who fuel assets 
should be trained, and the training documented in addition to transit employees.   

 
Management Response: 
Training for employees outside of the transit department should ideally be a function of the human 
resources department during on boarding. Regarding fuel safety protocols for transit personnel, 
each transit employee has received Class C training as a requirement of ADEQ that addresses 
safety concerns, spills, and mitigation procedures.  Spill kits are located in the maintenance shop 
and on the fuel island. The eyewash station is located in the maintenance shop and is inspected 
routinely by the HR Generalist. Written and signed acknowledgements for each employee receiving 
Class C training sessions are available and can be reviewed at the Transit Department.  The 
Engineering Department provides routine training materials from ADEQ as a condition of our storm 
water protection permit that is dispersed to all employees routinely.  Please also see the attached 
Best Management Practices document that is included in the Transit Department Employee Manual 
as Attachment # 18. 

 

Responsible: Transit Director 
Implementation Date: 2010 or prior 
 
Assessment of Managements Responses: 
IA recognizes Transits position regarding training for employees outside of the transit department.  
Therefore, because Transit does have protocols already established and based upon their 
requirement of ADEQ, Transit should work with HR to implement those protocols with all employees 
fueling at this location.  This will ensure that those requirements are communicated properly, and 
all employees are aware of where the spill kits are located and the location of the eyewash station.  
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IA did recognize that the transit employees are required to sign acknowledgement of receiving the 
class C training, however, all employees should be receiving fuel safety training.   
 

As stated above, the recommendations are meant to provide general thoughts and feedback based 
on the current control structure.  Each recommendation should be seriously considered by the 
department and other departments handling fuel.  It is important that the City properly control and 
monitoring the fuel usage, storage, and reporting in order to avoid any potential misuse of the City’s 
assets. 

 

Observation: 

• The City has the option to pay the Oklahoma tax rate instead of the Arkansas rate.  Since Oklahoma 
is a neighboring state that the City of Fort Smith borders, the City is authorized to utilize their rate, 
which is lower than Arkansas rate by approximately .12 cents per gallon for unleaded fuel.  The City 
should utilize this opportunity, which could save approximately $2,000 a year in unleaded sales tax. 

• The fueling locations should weekly provide the departments with the fuel rate so the departments 
can reconcile the fuel charges monthly to verify the correct amount was charged to their budget. 

While this fueling location did not have the following exceptions, IA listed them below so that Transit 
can ensure they do not have these exceptions in the future.   

• Fuel was charged to departments that did not have that assigned asset, the asset had been 
transferred to another department, auctioned, and/or the asset was no longer in use.  All 
departments should review the transactional details of their activity within the fueling process.  Any 
discrepancies should be reported immediately to the fuel location to be corrected.  Additionally, 
departments should consider using a dual authentication method for each fueling transaction 
including a key for the vehicle, equipment, or tank as well as a badge swipe or employee pin for the 
individual employee performing the fueling.  Lastly, an asset list should be sent to all the 
departments by the endo of the year and have the department reconcile those assets.  Any 
discrepancies should be communicated to the fueling department to assist with correcting the 
discrepancies. 

• Fuel keys were still active for assets that were no longer in use and/or lost.  Departments should 
perform periodic, surprise reviews of the keys.  Any discrepancies should be reported immediately 
to the fuel location to be corrected.  Lastly, an asset list with ProKee information should be sent to 
all the departments by the endo of the year and have the department reconcile those assets.  Any 
discrepancies should be communicated to the fueling department to assist with correcting the 
discrepancies. 

• Miscellaneous fuel key(s) were used to fuel vehicles.  Miscellaneous keys are for equipment and 
have a set gallon limit.  Departments should eliminate all but absolutely necessary “Miscellaneous 
Fuel Keys” in order to provide more uniformity and transparency in fuel usage and reporting.  Proper 
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protocols should be implemented to ensure miscellaneous fuel keys are used according to policy. 
The miscellaneous fuel keys are to be used to fill small containers, small equipment, etc. which 
have a fuel limit and be utilized for that purpose.  Additionally, departments should consider using 
a dual authentication method for each fueling transaction including a key for the vehicle, equipment, 
or tank as well as a badge swipe or employee pin for the individual employee performing the fueling. 

 

All departments were sent a memo identifying the discrepancies noted above to ensure they 
implement the recommendations needed for their department. 

 
 
 
Pictures from Transit fueling location.  Picture #1 is the diesel pump.  Picture #2 is the 
Syntech system using the ProKee.  Picture #3 is the spill kit next to the fuel pump.  

 Picture #1          
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 Picture #2  

 Picture #3 
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Note: The items below were added by the Transit Director.  Some items represent the changes transit 
made, some are inserts from the transit handbook and some inserts do not related directly to the fuel 
audit but are possibly informational. 

 

O. Fuel Management 

The transit director and superintendent monitor on-site and off-site fuel transactions 
electronically. The maintenance division monitors CNG fueling systems, fuel tank levels and 
provides monthly inspections concerning wet well monitoring for leak detection. The 
coordinator prepares billing for any onsite fueling of other departments, as well as the 
issuance of electronic fuel keys. 

Effective February 14, 2024, the transit coordinator must receive an email from the authorized 
representative of the department(s) requesting a fuel key. The email (approvals) will be 
printed and scanned into an electronic file, available for auditing purposes. The department 
will dispose damaged or inoperable keys. 

 
The Under Ground Storage Tanks (UST's) will be locked and secured and the fuel delivery 
driver will access the fill port by contacting the maintenance supervisor or designee. The 
maintenance supervisor, or designee, will take a picture of the dipstick measurement before 
and after the fill process is complete. The maintenance supervisor, or designee, will 
consolidate the pictures and add them to the delivery receipt following a signature and date, 
denoting acceptance of the fuel. 

The transit clerk will receive, review and record the invoice. The transit superintendent will 
verify the proper charges and discounts are applied, denoted by applying a date and signature 
on the invoice prior to processing for payment. 

The transit coordinator will review the monthly fuel report with the maintenance supervisor to 
determine any possible fuel discrepancies in quantities. The coordinator will then prepare the 
fuel billing and email the report and applicable supporting documents to the finance department, 

associated departments, and internal auditing. The coordinator will scan the complete fuel 
billing packet to an electronic file. 
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ADEQ 
Department of Environmental Quality 

Arkansas Class C UST Operator 
Facility-Specific Checklist 

The checklist has been designed to document that an ADEQ-certified Class A or Class B operator has 
trained the employee on facility-specific components and procedures as required by Arkansas Regulation 
12.707. This checklist for which the Class C operator is designated. 
Employee Name: 
UST Facility Name: 
UST Facility I.D. No. 
O I have trained the Class C employee on the fueling system Emergency Shut-Off Switch. 
O I have trained the Class C on how to monitor fuel dispensing, and delivery controls. 
O I have provided and reviewed with the Class C employee written emergency response procedures for 

this facility and their posted location. 
O I have provided the Class C employee with the list of contacts that should be notified in an 

emergency and posted the list in a clearly visible location at the facility. 
O I have trained the Class C employee on the tank monitor (if applicable) and provided instructions on 

how to respond to various alarm messages that may appear on the display. 
O I have trained the Class C employee on the location of emergency spill and all response equipment and 

materials available at this facility and their use. 
I have trained the Class C employee on the location and use of the following equipment: 

 O Dispenser O Breakaway Coupling 
 O Hose Emergency Shut-Off Switch 
 O Nozzle O Tank Monitor (if applicable) 

I have completed this checklist together with the Class C employee: 
Certified Class A/ Class B Operator Name: Date:  
Class A/Class B Operator #  
Certified Class A/ Class B Operator Signature:  

I have completed this checklist together with an ADEQ-certified Class A or Class B Operator: Class C 
Operator Name:  Date:  

Class C Operator Signature:  

ARKANSAS DEPARTMENT OF ENVIRONMENTAL QUALITY 
5301 NORTHSHORE DRIVE / NORTH LITTLE ROCK / ARKANSAS 72118-5217 / TELEPHONE 501-682-
0744 / FAX 501-6 
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Attachment #18 

Fort Smith 

 

TRANSIT 

Best Management 

Practices Handbook 

 

Fort Smith Transit 

Best Practices Handbook 

Fort Smith Transit encourages department employees to reference this manual for training in an effort to comply with standards 
provided by the U.S. Environmental Protection Agency pertaining to the National Pollutant Discharge Elimination System. 

The contents included in the manual are excerpts from the California Stormwater Best Management Practices Handbook. The focus 
is to prevent clean water from mixing with contaminants prior to being delivered downstream in rivers and lakes. This safeguard 
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process can be completed in a variety of ways and is primarily a common sense approach. The handbook includes a few defined 
methods that will guide employees on how to respond to spills, leaks or cleanup of any unintended fluids or chemicals in an 
appropriate manner. 

The most notable areas of concern relate to the day-to-day activities associated with fueling fleet vehicles. Equipment staging presents 
the second most notable concern considering the quantity of fluids contained within each engine compartment. The transit department 
on Jenny Lind Road houses a covered canopy over the fuel island which serves as one method of environmental protection. Specific 
design considerations within this handbook will be referenced prior to future construction projects such as the bus parking canopy 
and automated bus wash facility. 

The transit department will concentrate on procedural compliance and preventive maintenance to reduce the risk of spills and/or leaks 
associated with daily activities. To minimize potential blending with water or runoff, transit staff will adhere to policies that require 
swift remediation in the event spills do occur. Absorbents will be stored and located in areas where spills could potentially occur. 
Disposal methods of hazardous waste will be researched in advance and contact information will be posted to validate the disposal 
process. 

An assessment of procedural practices and potential areas of concern was performed to establish a benchmark for the program. The 
assessment also includes drainage areas as well as a map of the properties which indicates the observed watershed patterns during 
heavy rains. Staff maintains a quarterly facility maintenance inspection program to keep facilities and equipment in good operating 
condition. 

Future procedures will include assigning one department employee with the task of inspecting the predetermined areas of concern for 
spills, leaks or other potential contaminants. The department will continue its current practice of spot cleaning prior to steam cleaning 
the maintenance repair shop floors. Future design changes are anticipated to construct a trench drain at the base of the maintenance 
apron that will include an oil/sludge separator prior to being connected to the sewer system downstream. 

Attached are the property assessments and training materials to be referenced by all department employees. 

 

 

 

 

 

 

 

 

Attachment B 
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Transit Offices at 6821 Jenny Lind 
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