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TO: 
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FROM: 
 Leo L 
 '
 

Regional Inspector General for Audit
 
SUBJECT: Audit Report No. 2-493-88-06-N
 

Audit of the Research 
 Grants for Kasetsart University,

Project No. 398-0249
 

Attached is 
a copy of the final report on the subject 'udit. The
certified 
 public accounting firm

prepared the report 

of Ernst & Wiinney (Bangkok)
dated August 26, 1987. 
 The purpose of the
review was to determine whether project funds 
were being properly
accounted for in compliance with the terms of 
 the grants and
applicable A.I.D. other
policies and procedures, 
and to identify and
evaluate the accounting systems and internal controls of the fuqds.
 
Kasetsart University 
 was the recipient 
 of three A.I.D. grants
totaling $440,000 under the Program Development
No. 398-0249 which was 

and Support Project
to 
enhance science and technology development
in Thailand. 
 The first grant amounting to $144,000 for the
May 22, 1984 period
to May 31, 
1987 provided for research in "Utilization
of Cassava and Cassava 
Waste through Fermentation Technol.ogy.", A
second 
 grant of $1.50,000

1987 focuses on 

for the period June 10, 1985 to October 30,
"In Vitro Conservation and Germplasm Exchange
Bamboo." of
A third 
 grant of $150,000 
from August 8, 1985 to November
30, 1988 provided for research 
on "Hybridization 
of Halotolerant
Yeast for the Production of Alcohol Fuels."
 
The auditors performed substantive 
 and compliance
transactions totaling $231,288 

tests on
 
or 80% of actual expenditures.
this Of
amount, $106,456 
 in costs were questioned. The grantee was
found to 
have complied with all other material 
 terms and 
 conditions
of the grant agreement examined.
 

This report recommends 
 that USAID/Thailand 
resolve with Kasetsart
University questioned costs 

USAID/Thailand 

in the amount of $106,456, and that
assist the University to 
 resolve internal control
problems identified in this 
 report. These 
recommendations 
 however
will not be separately included in, 
the Inspector General's audit
recommendation follow-up system

USAID/Thailand by mutual agreement of
and RIG/A/Manila. 
 Instead, these recommendations
consolidated into Audit Report No. 

are
2 -493-88-04-N entitled 
 "Audit of
Science and Technology Research Grants, Project No. 
398-0249."
 



Ernst &WVhinny12Wreesa,0 Bnkk,00.,hiadG.P.O. Box 1047 
nnney
S,,hon Building, 91h Floor.132 Wireless Road, Bangkok 10500, Thallarxi. 

Telephone: 2500233-7 
Cable: ERNSTAUDIT BANGKOK 
Telex: 87661 ERNST TH 
FAX: (66) 2-2501479 

26th August, 1987 (formerly Turquand Youngs d Co.) 

Mr. Leo L. La Motte,
 

Regional Inspector General/Audit,
 
Agency for International Development,
 
Ramon Magsaysay Center,
 
1680 Roxas Blvd., Manila 2801,
 
PHILIPPINES.
 

Dear Sir,
 

KASETSART UNIVERSITY
 
- Grant No. 936-5542
 
- Grant "o. 936-5542-G-00-5057-00
 
- Grant No. 936-5542-G-00-5080-00
 

We have completed our examination of the systems and controls with respect
 
to the above captioned in accordance with the contract no. 398-0249-C-00­
6048-00 dated 19th June, 1986 as per amendment no. 1 and 2 and present
 
herewith our findings and recommendations.
 

The matters dealt with in this report are based on the information and
 
documents provided to us and therefore our comments cannot be expected to
 
be exhaustive and to include all possible weaknesses on the dystems of
 
accounting and internal control.
 

Should you require clarification on the report or additional information to
 
be added to, please feel free to contact us.
 

Yours faithfully,
 

/ 

Encl.
 
RT:jk
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Eriist & Whinne, 

1. iNTRODUCTION 

This report 	provides the results of our review of accounting system and
 

internal control under the contract o: which the contents are 

summarised as follow :-

GRANTEE 	 The Royal. Thai Government acting through the Department of 

Technical and Economic Cooperation. Kasetsart University 

will act on behalf of the Department cof Technical and
 

Economic Cooperation concerning the administration of the
 

grant.
 

GRANT The grants 

follow 

included in the exercise are summarised as 

Grant No. 

Project 

Outline 

Project 

Period 

Budgeted 

Amount 

US$ 

936-5542 Utilization of 22/5/84-

Cassava and 31/5/87 

Cassava Waste 

Through Fermen­

tation Technology 

144,000 

936-5542-G-00-5057-00 in Vitro Conser-

vation and 

Germplasm 

Exchange of 

Bamboo 

10/6/85-

31/10/87 

150,000 

936-5542-G-00-5080-00 Hybridization of 

Hlalotolerant 

Yeast for the 

Production of 

Alcohol Fuels 

8/8/85-

30/11/88 

150,000 
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RESULT OF AUDIT
 

Fund Actual
 

Date of Received Spending Questioned
 

Grant No. Report to date Reported Amount Verified Costs
 

US$ US$ US$ US$
 

936-5542 28/2/87 123,623 123,491 112,371 91 
 60,036
 

936-5542-G-00-5057-00 31/12/86 118,134 118,134 74,168 
 63 43,573
 

936-5542-G-00-5080-00 31/1/87 49,492 48,435 44,749 92 2,847
 

291,249 290,060 231,288 80 106,456
 

==== 
 == == 
 === == ==i=~Ma 

REMARK The above tabulation is based on the exchange rate of 

US$ I = Baht 26 which had been adopted in translating 

Baht figures to U.S. dollars. 

For questioned costs, details are set out Ln individual 

83rrt reports in Baht value as follow 

Grant Number Appendix 

936-5542 
 I
 

936-5542-G-00-5057-00 
 II
 

936-5542-G-00-5080-00 
 III
 

2. INITIAL DISCUSSION
 

Initial discussiot with the principal investigators/co-investigator, 

the field work in respect of evaluating, testing the systems of 

internal control, repor-ed expenditure and compliance thereto with 

terms of grant agreement and final discussion on findings with the 

principal investigatorj /c,-investigator were conducted diring 319t 

March, 1987 to 24th April, 1987. 
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3. ADHINISTRArION OF GRANT 

Kasetsart University Principal Investigator 

- Receiving of fund 

- Custody of project fund / 

- Procurement of goods for payment greater for payment not greater 

and services than Baht 20,000 than Baht 20,000 

- Receivi ng of goods 

and services / 

- Disbursement authorization / 

- Staff recruitment / 

- Recording books 

of accoi'it / 

- Financial r'eport 

- Custody of books 

of account 

- Phy: tcal. coriLrol / 

;-W&L;i,:[:,t- iLroi. review of operating 

performance 
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4. AUDIT 

At the time of this exercise the grants were audited by the internal 

of 'asetsart University except for Grant No. 936-5542-G-00­auditor 


5080-00 of which audit results can be sunarized as follow
 

Grant No. 936-5542 :
 

Report was issued on 7th April, 1986 with respect to lack of control 

over petty cash fund and no recording of fixed assets of Baht 22,490 in 

the fixed assets register. 

These, however, are now implemented. 

Grant No. 936-5542-(-00-5057-00 

the period of August 1985 to January 1986 reported
Report issued for 

"no finding except for project's assets, register should be prepared 

and a c opy subni'ted to Horticulture Dcpartment in order to provide a 

cont'roi :ver fixed assets and Inspection of assets against register is 

to be carried ouc subsequently". 

This recommendation, however, is now implemented.
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5. 	 SCOPE OF WORK
 

The 	 objecltive of the exercise is to review financial and internal 

control syste:ms established by the research grantee institution and tie
 

Principal Investigator. Specifically, under the terms of the
 

engagement this encompasses
 

5.1 	 Hold initial discussion with the research grantee institution and 

'tile principal investigator concerning systems review and audit 

*work to be performed. 

5.2 	 Examine the accounting systems and internal controls of the
 

grantee institution and the principal investigator.
 

5.3 	 As.-et'iin tile propriety of procedures used by the grantee to
 

authorize and bill USAID fur expenditures under the grant.
 

5.4 	 Examine a representative sample of expenditures reimbursed by
 

"USAID as to their ccmpliance with USAID requirements.
 

5.5 	 Ascertain whether tile grantee has completed with the terms of the
 

gra.nt. 

5.6 	 Prepare an audit report for RIG/A/MANILA which include an outline
 

ci specific deficiencies as well as any recorrmendations for
 

liiprovemen L. 

The examination was conducted in accordance witn generally accepted 

governmenL auditing standards appropriate to the scope of audit as 

described below.
 

The 	 scope of audit encompassed an examination of research grantee 

institution/principal investigators' financial 
 operating procedures,
 

financ'ial transactions, accounts and reports and included such tests of 

these records and such other auditing procedures as were necessary in 

the circutmstances. Our audit does not include coverage of the economy 

and efficiency of operations, ror do we attempt to assess the results 

of the contract performance. 

Receipts and disbursements were documented and reviewed. Compliance 

and substantive tests were carried out. 
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6. FINANCIAL STATEMENTS 

We have examined tne Status Of Funds/And Request For Funds of Kasetsart
 

University for the grants and the periods as set out in section.1 of
 

this report.
 

Our examination was made in accordance with generally accepted auditing
 

standards and the financial and compliance elements of the Standards,
 

for Auditing of Governmental Organisations, Program, Activities and
 

Functions, issued by the U.S. Comptroller General :n 1981, and
 

accordingly inciuded such tests of the accounting records and such 

other auditing procedures as we considered necessary in the 

circumstances. 

The Status Of Funds/And Request Fov Funds includes costs in the amount
 

of US dollars 106,456 as set out in section 1 of this report wnich we
 

have questioned for the adequacy of supporting documentation and for
 

disallowance under the terms of grant agreements.
 

In our opinion, subject to the effects of such adjustments, if atly, as 

might have been required had the ultimate resolution of the 

allowabili".y of the questioned costs contained in the Status Of 

Funds/And Request For Funds been known, the Status Of Funds/And Request 

For Funds of Kasetsart University for the grants and the periods as set
 

out in section i presents fairly the expenditures, it! .onformity with 

generally accepted accounting principles.
 

This report is intended solely for the use of the Agency for
 

International bevelopment and should. not be used. for any other 

purposes. 
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7. COMPLIANCE - TERMS OF GRANT AGREEMENT 

We have examined the Status Of Funds/And Request for Funds of 
Kasetsart
 
University for 
 the grants and the periods as 
set out in section i of
 

this report.
 

Our examination was made in accordance with generally acceptcd auditing
 
standards; the provisions of Standards for 
 Audit of Governmental
 
Organisations, Programs, 
 Activities and Functions, promulgated by tile 
U.S. Comptroller General, 
 as they pertain to financial and compliance
 
audits; the Guidelines for Financial and Compliance Audits oi AID 
Financed Agreements and accordingly included such tests of the 
accounting records and such other auditing procedures 
as we considered
 

necessary ,.n 
the circumstances.
 

In connbction with 
our examination, 
 we found that for the grant items
 
tested, Kasetsart University complied with the 
 material terms and
 
conditionj of the terms of grant agreements, except as stated below in
 
the irdividual grant reports as follow 

Grant Number 
 Appendix
 

936-5542 
 I 
936-5542-G-00-5U57-00 
 II 
9 36-5542-G-00-5080-00 


III
 

As for the transactions not 
tested, 
 based on our examination and the
 
procedures referred 
to above, nothing came to 
our attention to indicate 
that Kasetsart University had not complied with the material terms and 
conditions of the terms of grant agreements. 
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8. STUDY AND EVALUATION OF INTERNAL ACCOUNTING CONTROL
 

The manag( -nt of the research grantee institution is responsible for 

establishing and maintaining a system of internal accounting control. 

In fulfilling this responsibility, estimates and judgements by the 

reseacch grantee institution are required to assess the expected 

benefits and related costs of control procedures. The objectives of a 

system are to provide management with reasonable, but not absolute, 

assurance tnat assets are safeguarded against loss from unauthorised 

use or disposition and that transactions are executed in accordance 

with the research grantee institution's authorization and recorded 

properly to permit the preparation of the Status Of Funds/And Request 

For Funds in accordance with the accounting practices prescribed by OMB 

Circular A-122, Cost Principles for Nonprofit Institutions and the 

terms and conditions of the grant agreements. Because of inherent 

limitations in any system of internal accounting control, errors or 

irregularities may nevertheless occur and not be detected. 

Our study and evaluation revealed weaknesses in the systems of internal 

control to which the weaknesses and recommendations are addressed in 

this section. The matters as addressed came to our notice during the 

conduct of financial and compliance audit which are designed primarily 

with a view to the expression of opinion on the accounts and compliance 

with the terms and condition,- of the grant agreements and our comments 

cannot be expected to include all possible weaknesses in the systems of 

accounting and internal control. Accordingly, we do not express an 

opinion on the system of internal accounting control of Kasetsart 

University and principal investigators taken as a whole. However our 

study and evaluation disclosed no condition that we believe to be a 

material weakness. 



Finding and recommendations resulting from study and evaluation 
of
 

internal accounting control are as follow:
 

8.1 ADMINISTRATION OF GRANT FUNDS
 

Finding
 

Administration 
of grant funds are by the principal investigators
 

except for the areas as set out in section 3.
 

Recommendation 8.1
 

In order to promote the efficiency and' ffectiveness of research
 

undertaken by the principal investigators, (ie : to allow greater
 

time to be devoted to research work) adminis.tration could be
 

performed by Kasetsart University. Similarly, the University may
 

be in 
a better position to administer due to administrative staff
 

couiplement who are technically competent in administration. 

8.2 3E%.A.TION OF USAID FUND 

4:.r Lhe three grants included In the exercise, funds from USAID
 

transferred to the project are deposited in the bank current
 

account of Kasetsart University and mixed with other fund. This,
 

however, is the general policy of the University.
 

Recommendation 8.2
 

In order to comply with the Standard Provision of grant
 

agreement, USAID fund should be deposited in a 
separate bank
 

account and be in the Project's name. Disbursements for goods
 

and services are also made from this account.
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8.3 DISBURSEMENT - TERMS OF GRAN"T AGREEMENT 

Finding 

For the three grants included in the exercise disbursements are 

neither in accordance with the terms of grant agreement nor are 

there prior written approval from USAID. 

Recommendation 8.3 

it is recommended that disbursement not in accordance with the 

terms of grant agreement should be made against prior written 

approval from USAID. 

8.4 RECONCILIATION OF CASH BALANCES
 

f-ind ing. 

with reterence to Grant no. 936-5542 and 936-5542-G-00-5080-00, 

no ucuncil"aLion of cash balances in cash book of the Project 

and the Financre Section of the University is made. 

Recommendation -3.4 

Such reconciliation should be made on a monthly basis and be 

initialled as evidence of checking.
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8.5 PREPARATION OF STAIUS OF FUNI)S/AND REQUEST FOR FUNDS 

Finding 

With reference to Grant no. 936-5542-G-00-5057-00 the Status of
 

Funds/And Request For 
Funds is prepared according to the amounts 

of fund received from USAID. 

Reconunendation 8.5 

In order to present fairly the financial position and to
 

facilitate the evaluation of 
the Status. of Funds/And Request For
 

FundS, it iE, recoruended that such report be prepared from the 

books of account which present the actual expenditure.
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RESEARCH GRANT 

KASETSART UNIVERSITY 

GRANT NO. 936-5542 

UTILIZATION OF CASSAVA AND CASSAVA WASTE 

THROUGH FERMENTATION TECHNOLOGY 

PREPARED FOR REGIONAL INSPECTOR GENERAL/AUDIT/MANILA 

PREPARED BY ERNST & WINNEY (BANIGKOK) 
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6. RESULT OF VERIFICATION OF DISBURSEIENTS
 

Fund received Actual 

Description Total Budget to date Spending Verification 

US$ Baht Balt Baht Baht 7. 

SALARY 19,200 499,756 406,336 430,229 430,229 1O0 

EQU[PHENr 70,000 1,665,224 1,665,189 1,665,189 1,651,044 99 

MATERIAL AND 

SUPPLY 15,500 386,749 333,083 346,849 151,506 44 

LOCAL 

TRANSPORTA'ION 

AND PER. DtEH 3,500 85,169 53,818 33,818 33,818 100 

INTERNATIONAL 

[,,Avv.. 'Io US. 4,UOO 92,000 62,490 62,490 62,490 100 

4,500 1J6,73 0 70,510 61,010 22,480 37 

()VWi)dEj, 23,040 582,560 574,1.86 574,186 570,076 99 

C(:i'['LNGFC, ' 4,260 57,666 48,584 37,000 - -

TOTAL 144,000 3,485,854 3,214,196 3,210,771 2,921,643 91 
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Questioned 

Cost 

(Baht) 

6.1 Overhead of Baht 186,000 paid on 24th July, 1984 to 
the Faculty of Science, Kasq!tsart University, for 
central research facility was not supported by 
adequate documentation (ie. official receipt of the 
Faculty) whereby only unofficial receipt with 
recipient signature is presented. 186,000 

6.2 Recorded acltual overheads spending Baht 384,076 for 
central research facility to the Faculty of Science, 
Kasetsart University, are still to be paid and are 
jiot supported by any documentation. As discussed 
with the Principal Investigator, such amounts are 
still kept at the Finance Section of the University 
nnd will be paid to the Faculty soon. Details are as 
follow : 

Period of Payment Amount (Baht) 

1.6.85-31.8.85 

1.12.86-28.2.87 
176,076 

208,000 

384,076 384,076 
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7. COMPLIANCE - TERMS OF GRANT AGREEMENT 

Based on the samples selected there has been compliance
 

with the terms of grant agreement. The exceptions which are
 

questioned are as follow :
 

7.1 	 Disbursement of the following equipments were neither
 

approved in the estimated project budget nor were
 

Lhere prior written approval from USAID :-


Description 	 Amount (Baht)
 

Two cooler tanks 5,140
 

Peristaltic pump 11,000
 

Sugar pack column 29,000
 

lign Performance Liquid
 

Chromatography (11PLC) 	 945,723 

990,863 990,863
 

As discussed with the Principal Investigator, such
 

item were purchased instead of the following which
 

are waived :-


Description 	 Amount (US$)
 

Vacuum drying oven, to 200 c, 2 psi
 

pressure stainless steel chamber of
 

about 38x48x56 cm. 3,000
 

Refrigerated centrifuge (-10 to 25 c)
 

maximum speed 6,000 rpm. 22,000
 

25,000
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7.2 	 TIic n',1nler of staff is over the estimated project 

budget to which there is no prior written approval 

from IJSAII) 

Budget Actual
 

Research Assistant 2 	 4
 

flowever, total payment of salary up to 28th February, 

1987 as pir "Status of Funds/And Request for Funds" 

does not exceed the budget. 

7.3 	 11o separate bank account in maintained for the 

project fuid whereby funds transferred to the project 

are depoited in the bank current account of 

Knsetnart University and mixed with other fund. 

Total 	Questioned Costs 1,560,939
 

* 	 The amount of Baht 1,560,939 is equal to US dollars 60,036 at the 

exchatlgo rate of IIIS$ = Baht 26. 

8. 	 S'fUI)Y 'jill EVAU\ 1 nfl OF IIIIERIAI, cOrTROL 

Flndlign a,'i recommendations resulting from study and evaluation of 

lnternnIl ront:ol nre categorised into two types as follow : 

(i) 	 hotrtcomi ig" or lack of control which areIntLernal 	 fundamental 

- in protectLIng an entity's resources against waste, fraud and 

Inefficietcy. 

- in ensuring the nccurncy and reliability of the entity's 

nccount It g/oper a ti pg data. 

- lit nec,,r Int comp 1lance wIth the terms of grant agreement. 

(11) Iinprovenent: ; I i order to stipplement Lhe existing system of 
lI t ertia I ittro I 
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8.1 SHORTCOMINGS OR LACK OF INTERNAL CONTROL
 

8.1.1 Administration of Grant Funds
 

Administration 
 of grant funds are by the Principal
 

Investigator except for the areas as set out in 
section
 

3. 

In order 
to promote the efficiency and effectiveness of
 

research undertaken by the Principal Investigator, (le:
 

to allow greater time to be devoted to research work)
 

administration 
 could be performed by Kasetsart
 

University. Similarly, the University 
may be in a
 
better 
position to administer due to its administrative
 

staff complement who are technically competent in 

adminis tration. 

8.1.2 Separation of USAID Fund
 

Funds from USAID transferred to the project 
 are
 

deposited in bank current of
the account Kasetsart
 

University and mixed with other fund. This, however, is 

the general policy of the University. 

In order .o comply with the Standard Provision of grant 

agreement, USAID fund should be deposited in a separate 

bank account and be in the Project's name. 

Disbursemient3 for goods and services are also made from 

this account. 
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8.1.3 	 Reconciliation of cash balances
 

No reconciliation of cash balances in cash book as
 

maintained by the Principal Investigator and the Finance
 

Section of the University is made.
 

Such reconciliation should be made on 
a monthly basis
 

and be initialled as evidence of checking.
 

8.2 IMPROVEMENTS
 

8.2.1 	 Payment - Cancellation
 

Authorised payment vouchers 
 and related supporting
 

documents are not stamped "PAID" or otherwise being
 

cancelled upon payments.
 

Cancellation should be made immediately on 
 authorised
 

payment vouchers and related supporting documents after
 

paymetits had been made 
in order 	to prevent resubmission.
 

8.2.2 	 Withholding TaX - Corporate income Tax 

Payment:- of goods to suppliers are made without 

withholding tax cf I percent. Any payments made by the 

governmienLt unit to juiristic body should be deducted 

withholding tax at the rate of 1 percent as per section 

69 bis of the Revenue Code. 

Failure to deduct withholding tax could render the 

project to be jointly liable for the tax shortfall and 

surchargo of 1.5 percent per month (maximum of 100 

percent) 
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J is CF , el,2'. I1.;,iL "I41LiIC i ig, ax '0,e de uct ,hen-ed 

szh payiieL made t. jutc..Lic. body in order toItL 

preclude the :onse]Uenc0 of the Revenue Code despite 

the facL at this point, in Lime che , uimnt involved is 

ins ienif icart. 

8.2.3 Insurance Cover 

.hell. t no insurance cover for assets purchased by 

USAID's fund.
 

Becau;e value of fixed assets is si ;ni.ficant, we
 

recommend that insurance policy be nade 1o cover 

v&[ab e ssets. 
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G.P.O. Box 1047
Sinthun Building, 91h Floor,Ernst &Whinney 
132 Wireless Road, Bangkok 10500, Thailand. 

8th June, 1987 	 Telephone: 2500233-7
 
Cable: ERNSTAUDIT BANGKOK
 
Telex: 87661 ERNST TH
 
FAX: (66) 2-2501479
 Dr. Napha Lothong, re Trun ons&C.
 

Principal Investigator, (formerly Turquand Youngs A Co.)
 

Department of Microbiology,
 
Faculty of Science,
 
Kasetsart University,
 
BANGKOK.
 

Dear 	Sir/Madam,
 

KASETSART UNIVERSITY
 

GRANT NO. 936-5542
 

UTILIZATION OF CASSAVA AND CASSAVA WASTE THROUGH FERMENTATION TECHNOLOGY
 

Enclosed for your consideration please find a copy of our report (draft) in
 

conjunction with the review of financial and internal control systems of the
 

referenced subject.
 

Should you concur with the accuracy of the report kindly acknowledge in
 

writing within two weeks from the date of this letter in order that the
 

final report can be issued to USAID. Please feel free if you wish to
 

provide us with any additional information/documents so as to ensure the
 

accuracy and completeness of ie'report.
 

In addition to the foregoing please advise in writing as to the followings
 

(i) 	Set out in section 7.1 please state whether the said
 

equipment are related to the research under the grant or not.
 

(ii) Set out in section 7.2 please state whether the additional
 

staff not addressed in the budget perform services related to
 

the grant or not.
 

We would like to take this opportunity to express our appreciation to all
 

members of the staff who have assisted us in carrying out our work.
 

Yours faithfully,
 

//
 

/~, 



ERNST &WHINNEYRECEIVED 

23 JUN IS87 
ANSWERED 

INITIAL 

"DEPARTMENT OF MICROBIOLOGY 
Faculty of Science 
Kasetsart University 
Bangkhen. Bangkok 10900
 
Thailand Tel. 579-2351 

19 June, 1987. 

Ernst and Whinney th 
Sinthon Building, 9 Floor 
132 Wiseless Roas 
Bangkok 10500, Thailand 

Subject 	 Response td the draft report in reviewing of the project 
accounting system of Kasetsart University Grant No. 936­
5542 "Utilization of cassava and cassava waste through 
fermentation Technology". 

Dear Sir 

The following is my response to the report concerning the above grant. 
The response is given in two parts. 

I. Response to the enquiries specified in the letter dated 8th June, 1987. 

Section 7.1
 

- We ensure that all the said eaquipment is directly related 
to the grant as has been clearly tidicated in the technical progress. 
reports submitted to USAID. 

- Purchase of the refrigerated centrifuge was waived because 
the equipment became available in the Department of icrobiology through 
another financial source between the time of proposal and the time the 
project was 	 funded. 

- The transfering of budget funds to purchase the HPLC left 
an in sufficient amount for purchasing the vacuum oven. However the 
problem was solved by using an available lower capacity rotating 
evaporator. 

Sect 7.2 : We ensure that the additional staff members 
perform only services that are related to the grant. The number of 
research assistants employed changes from time to time according to 
the stages of work. However the budget used has not exceeded that 
allocated. 



11. Response to certain other comments that appeared in the report. 
For accuracy and comp letness , we suggest that more information needs 
to be added as well as clarification cf some statements made. 

Sect, 2 (Initial discussion) : besides discussing with
 
the principal investigator , the reviewers met with the chief of
 
the financing division of Kasetsart University,
 

Sect. 4 (Audit) : The report of the internal audit on
 
7 April, 1986 did not mention or imply that the project lacked
 
of controi over fixed assets. In fact we did have a control book
 
since the be- i.inling of the project. As shown in the report , the
 

Lh;tere a of
auditor pcirited h was delay in recording one item 
(12,340 ). Thre .,ere also items of glassware (a three piece 
funnel and -i desicator) that the auditor mir-laimed to be fixed 
assets. liitis nowever, has been made clear by our responding letter 
which has also been sFhown to Ernst and Whinney reviviewers. There­
fore foir accuracy , 'e request that the clause "lack of control 
over fiv'- a;;ers" deleted changed "a in record­s be and to delay the 
ing of an itc-m purchased (2,340 ). 

Sect 8.1.1 : We manage to prevent resubmission of such 
documents by using our filing system. 

Sect 8.1 .3 : Although there was no reconuilation of 
cash balances appeared in the cash book , we check the baiances 
at the time ol. our qurte!:ly financial preparation. 

In ending of this letter , we thank very much for your kind 
recommendat ion., Some of them have proven to be very useful and 
some, I belie wiil be effective if there is agreement by USAID 
aid/or the Ulni_ver-Lt". 

Sin:' 	r 

At', ... . 7- C,l 

(Mrs. Nao ha Lotong) 
Princi;,i. Investigator 

CC 	 : ID:. Robert F. Barnes 
Dii. octa r 
Science and Technology Division 
Office of Technical Resources 

Rector of Kasetsart University 

Dean 	 of Faculty of Science Ku 

Chairman of the Depaitment of Microbiology KU 
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6. RESULT OF VERIFICATION OF DISBURSEMENTS Total Expenditures 

Per Status of 

Funds and 

Description Total Budgeted 

USS Baht 

Fund received 

to date 

Baht 

Request For 

Fund 

Baht 

Per book 

of account 

Baht 

Verification 

Baht % 

Salary 

Equipment/Material 

Travel 

Training/Consultation/ 

Travel 

Laboratory Remodelling 

and Maintenance 

Research Collaboration 

Central Res. 

Ficility 

22,800 

57,000 

27,000 

20,000 

11,000 

4,200 

8,000 

615,600 

1,539,000 

729,000 

540,000 

297,000 

113,400 

216,000 

416,150 

1,374,000 

401,250 

410,500 

248,000 

76,050 

145,125 

416,150 

1,374,000 

401,250 

410,500 

248,400 

76,050' 

145,125 

451,457 

1,369,510 

183,643 

-

163,040 

-

97,875 

282,645 

1,227,454 

160,150 

-

160,250 

97.875 

68 

89 

40 

-

64 

-

67 

Total 150,000 4,050,000 3,071,475 3,071,475 2,265,525 i,928,374 63 
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Questioned Cost
 

(0at) 
From our review of the Status of Funds/And Request
 

For Funds as aL 31st December, 1986 revealed that
 
the reported expenditures do not agree with the
 
books of 
account. The discrepancy is due to the
 

fact chat the Status of Funds/And Request For
 
Funds is prepared according to the amounts of fund
 
received from (JSAID. 
 Details of the discrepancy 

are as follow
 

Total Expenditures (Baht) 

Per Over (tnder)
 

Per Status Books of Books 
of
 
Description 
 of Funds Account Account
 

Salary-
 416,150 
 451,457 (35,307)
 

Erji i :,, r ,n,
 

q ter1n1s 1,374,000 1,369,510 
 4, 90 
Travel 401,250 183,643 
 217,607
 

Traintng/
 

:onr.u I t ,, 1: ior,I
 

rraveI 
 410,500 ­ 410,500
 

Lahora tory 

Remode 1 ijg and
 
Hainte iarnce 248,400 163,040 85,360
 

Research
 

Collaboration 
 76,050 ­ 76,050
 

Central Res.
 

Facility 145,125 97,8/5 4 7,22; 

Tota 3,071, 475 2,265,525 805. 90 

Such discrepancie . of each line iLein, except the 
salary twhich was ,nJder ruported, are qu*e, tioned as 
to the adequacy of itipport ing documenta Lion. '4I, 257 
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Questioned Cost
 

(Baht) 

6.2 At the time of this exercise, cost of one Bio­

cool & Options and Accessories for Freezing 

Programme of Baht 199,800 is supported by letter 

of credit from bank and proforma invoice from 

supplier and the equipment is still to be received 

and paid for. 

7. COMPLIANCE - TERMS OF GRANT AGREEMENT 

Based on the samples selected there has been compliance 

with the terms of grant agreement. The exceptions
 

are as follow :
 

7.1 Purchase of furniture not in budget nor is there
 

written approval from USAID. Details are as
 

follow
 

PV No. / Date Description Amount (Baht) 

34/28 17.10.85 1 unit of cabinet 16,500 

71/28 3.12.85 2 units of desk 

1. unit of typewriter's 

desk 

1 unit of telephone's 

desk 

1 unit of cabinet 18,900 

72/28 3.12.85 13 units of chair 18,100 

73/28 3.12.85 2 units of desk 

].unit of desk in 

lab room 

I unit of cabinet 18,450 

74/28 3.12.85 3 units of cabinet 15,600 

87,550 87,550 

http:17.10.85
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Questioned Cost
 

(Baht)
 

7.2 	 The following units of equipment purchased are
 

over the budget in which there is no written
 

approval from USAID
 

Cost 	of
 

over­

budgeted
 

items
 

Description Budget Actual (Baht)
 

Air-conditioner 2 5 

(30,000 BTU, (12,540 BTU, 

each) each) 57,600 

Laminar flow 

"station 1 2 55,000 

112,600 112,600 

(NOTE 	 Total cost of air-conditLioners purchased
 

does not however exceed the budget.)
 

in addition, our review of exuenditure after 31st 

December, 1986 revealed that disbursement for 

"Nikon camera ,and filter" of Baht 14,128 was not 

in the budget nor was there written approval from 

USAI1). 
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Questioned Cost
 

(Baht)
 

7.3 	 The number of staff exceeds the budget which there
 

is no prior written approval from USAID as follow
 

Description Budget Actual
 

Number Amount Number 
 Amount
 

of staff (Baht) of staff (Baht)
 

Research
 

Assistant I 97,200 2 39,768 
 -

Technician 2 145,800 3 110,042 
 -


Other ­ - 4 91,481 91,481
 

7.4 	 Some expenditures are not recorded in the correct
 

line items and should therefore be reclassified in
 

order 
 to form a proper basis for the computation
 

of 15 ptrcent iHlowable variance. Details are as
 

tol]ow 	:
 

7.4.1 	 Payments for installation cost of Baht
 

23, 000 ere included as "Equipment/
 

Mater coulId be Iue stioned as to 

wheth. r it should bf classified as 

"Laboa(tor-, Remodelling and Maintenance" 

instedd. DeLails are as follow 

PV No. Date Description Amount (Baht)
 

61/28 20.11.85 Laboratory
 

improvement 12,000
 

62/28 20.11.85 Repair and
 

r e paIn t 

exi sting
 

cabinets 	 11,000
 

23,000
 

http:20.11.85
http:20.11.85
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Questioned Cost
 
(Baht)
 

7.4.2 Payments for travelling expenses of Baht
 

13,660 were included as "Equipment/
 

Haterials" could be questioned as to
 

whether it should le classified as "Travel" 

instead. Details are as follow
 

PV No. Date 	 Description Amount (Baht)
 

1/28 30.8.85 	 Fuel 1,740
 

Travel expense
 

for Dr. Paiboolya 11,720
 

67/28 3.12.85 Fuel 200
 

13,660
 

7.3 	 No separate bank account is maintained for the
 

project fund whereby funds from USAID are
 

transferred to the project and are deposited in
 

the bank :u'rrent account of Kasetsart University
 

and mixed with other fund.
 

Total Questioned Costs 	 1,132,388
 

* 	 uTeamount of Baht 1,132,888 is equal to US dollars 43,573 at the 

exchange rate of 1US$ = Baht 26. 
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8. STUDY AND EVALUATION OF INTERNAL CONTROL
 

Findings 	 and recommendations resulting from study and evaluation of
 

internal control are categorised into two types as follow : 

(M) 	Shortcomings or lack of internal control which are fundamental 

in protecting an entity's resources against, waste, fraud 

-and inefficiency 

- in ensuring the accuracy and reliability of the entity's 

accounting/operating data 

- in securing compliance with the terms of grant agreement. 

(ii) 	 Improvement3 in order to supplement the existing system of
 

internal control.
 

8.1 SIIORTCOMINGS OR LACK OF INTERNAL CONTROL 

8.1.1 Administration of Grant Funds
 

Administration of grant funds are by the Principal
 

Investigator except for the areas as set out in section 3.
 

In order, to promote the efficiency and effectiveness of 

research undertaken by the Principal Investigator, (i.e.
 

to allow greater time to be devoted to research work)
 

adriinistration could be performed by Kaseteart
 

University. Similarly, the University may be in a better
 

position 	 to administer due to it3 administrative staff 

complement who are technically competent in
 

administration.
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8.1.2 Separation of USAID Fund
 

Funds from USAID transferred to the project are deposited
 

in the bank current account of Kasetsart University and
 

mixed with other fund. This, however, is the 3enerql
 

policy of the University.
 

In order to comply with the Standard Provision of grant
 

agreement, USAID fund should be deposited in a separate
 

bank account and be in the Project's name. Disbursements
 

for goods and services are also made from this account.
 

8.1.3 Disbursement - Terms of Grant Agreement
 

Ancillary to 7.1 to 7.4 is that- disbursements.are neither
 

in accordance with the budget nor are there prior written
 

approval from USAID.
 

It is recommended that diebursements not in accordance
 

with the budget be made against prior wzitten approval
 

from USAID.
 

8.1.4 Preparation of Status of Funds/And Request For Funds
 

With reference to 6.1 is that the Status of Funds/And 

Request: For Funds is prepared according to the amounts of 

fund received from USAID. 

In order to present fairly the financial position and to 

facilitate the evaluation of the Status of Funds/And 

Reques: For Funds, it is recommended that such report be 

prepared from tfie books of account which present the 

actual expenditure. 
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8.2 LUI'ROVEMENTS 

8.2.1 Insurance Cover
 

There is no insurance cover for assets purchased by
 

USAID'q fund.
 

Because value of fixed assets is significant, we
 

recommend that insurance policy be made to valuable
cover 


assets.
 

8.2.2 Payment - Cancellation
 

Documents supporting payments except for payment vouchers
 

and receipts are not cancelled or otherwise stamped "PAID"
 

after payments are made.
 

Cancellation should be made not only on payment vouchers
 

and receipts but also on all supporting documents
 

immediately after payments had been made in order 
 to
 

prevent resubmission.
 

8.2.3 Official Receipt
 

Certain official receipts obtained are made out not in the 

name of project but under the name of "lIfU J 

It [5 Cecomlr etIded that officia project's name be used in 

crder to jihqtanti;jte that payments are by the project and 

thus I eavrn)g, no room for doubt and confusion. 
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8.2.4 Withholding Tax - Corporate Income Tax 

Payments of goods and services to suppliers are made
 

without withholding tax of I percent. Any payments made
 

by thie rcvernment unit to juristic body should be deducted 

withholding tax at the rate of 1 percent as per section
 

69 bis of the Revenue Code. 

Failure to deduct withholding tax could render the project
 

to be jointly liable for the tax ,shortfall and surcharge 

of 1.5 perceut per month (maximum of 100 percent). 

It Js recommended that 1 percent withholding tax be 

deducted when any payments are made to juristic body in 

order to preclude the consequence of the Revenue Code 

despi te the fact at this point in time the amount involved 

is insignificant. 
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r:...n x1047 
Slnthon Building, 911 Floor. 
132 Wireless Road, Bangkok 10500, Thailand. 

Telephone: 
Cable: 

2500233-7 
ERNSTAUDIT BANGKOK 

Telex: 
FAX: 

87661 ERNSt TH 
36) 2-2501479 

9th June, 1987 (brinely urquand 'oungs & Co.) 

Assistant Professor Pranom Prutpongse,
 

Co-Investigator,
 

Department of Horticulture,
 

Faculty of Agriculture,
 

Kasetsart University,
 

BANGKOK.
 

Dear Sir,
 

KASETSART UNIVERSITY 

GRANT NO. 936-5542-G-00-5057-00 

T ] VITRO CONSERVATION AND GEI-PLASM EXCHANGE OF BAMBOO 

Enclosed for your consideration plearie find a copy of our report (draft) in
 

conjunction "with the review of financial and internal control systems of
 

the referenced subject.
 

Should 7oL concur with the accuracy of the report kindly acknowledge in 

writing within two weeks from the a,'te of this letter in order that the 

final report can be issued to USAID. Please feel free if you wish to 

provide uti with any addi.tionaL informatLion/documents so as to ensure the 

accuracy and completeness of the report. 

In addition to the foregoing, please advise in writing as to the following 

(i) 	 Set out in 6.2 please state whether the said equipment had 

been received or not and the cost of the equipment. 
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(ii) Set out in 7.1 and 7.2 please state whether the purchases for 

furniture and equipment are related to the research under this 

grant. 

(iii) 
 Set out in 7.3 please state whether or not the staff not addressed
 

in the budget perform services related to the research under 
 this
 

grant.
 

We would like to take this opportunity to express dur appreciation to all
 

members of the staff who have assisted us in carrying out our work.
 

Yours faithfully,
 



ERNST &WHINNEY 
RECEIV1FD 

3 0 JUL 1987 
KASETSART UNIVERSITY 

ANSWERED 

Faculty of Apriculture INITIAL 

Bangkok 9, Thailmd 

July 16, 1987. 

Ernst & Whinney (Bangkok)
 
G.P.O. Box 1047
 
Sinthon Building, 9th Floor,
 
132 Wireless Road, Bangkok 10500, Thailand.
 

Re : Report of Auditing 

Grant No. 936-5542-G-00-5057-00
 

Dear Sir; 

Thank you for your draft report of 9th June, 1937,,.auditing for research
 
Grant No. 936-5542-G-00-5057-00 Entitle, "In Vitro Conservation and 
Germplasm Exchange of Bamboo". In responseto your report, I would like 
to make clarify for the following items. 

(1) Research collaboration, and Training/consultation, of which 
money has been left unuse, due to the unfavorable political situation in 
Sri Lanka, we therefore delay to implement the collaboration effort. 

(2) Referring to the item 6.2, Some equipment is quite delayed,
Due to the unexpected problem from the original agency. However, the 
complete set of equipment will be already in hand at the beginning of 
August, 1987.
 

7.1 Concerning the furniture. As a
matter of fact, those have been considered, for laboratory remodelling
catagories the first phase. They are essential for research work. Sup­
portive items are as importance as experimental equipments which will be 
combined into a good unit of research laboratory. I would like to request 
you to consider the mentioned items as necessary items for laboratory. 

7.2 The over budget equipment purchased.
Actually it is not over in financial, it is necessary for our laboratory
planing to seperate the proper various areas therefore the over units of 
air conditioner are needed. In addition of the mentioned disbursement of 
Nikon camera and filter. I would like to explain that it is necessary to 
have data recording and photograph for the report. So that camera and filter 
are needed for the mentioned purpose. 

7.3 The number of staff exceeds thebudget. This is due to the short duration of raw material available, there­
fore more staff are arranged to collect the raw material from various rural 
areas in order to do tissue culture propagation. 
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7.4 Payments for installation cost.

I would like to apologize for our misunderstood for accounting and controlling 
system. I will try to do my best. 

Thank you very much for your kind audition and cooperation.
 

Sincerely your, 

(Assistant Prof. Pranom Prutpongse)
 
Co-investigator.
 

CC : Dr. Paiboolya Gavinlertvatana
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PREPAREI) BY ERNSI A Wll.IJlY (BiGi;KOK) 
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6. RESUIT OF VERIFICATION OF DISBURSEMENTS 

Description 


SALARY 


EQUIPMENT 


HAIERIAL AND
 

SUPPLY 


TRAVEL AND
 

YRANS POR I'A 1'ON 

LOCAL 

MISC. 

IRAHING tit' TIlE 

U.S. 

CENfRAL RESEARCH 

FAILIfY COST 

"RfAVIl, OF 2 U.s. 

EMElfS 

RE',F M'. ii OILAIPO 

RA II)N AND
 

CONSULTAf ION 


TOI'AL 


Total Budget 


US$ BalL 


15,000 405,000 


32,1U0 866,700 


21,000 567,000 


1,200 32,400 


1,600 43,200 


22,500 607,500 


14,000 378,000 


10,000 270,000 


-

32,600 880,200 


150,000 4,050,000 


Fund received Actual 

to date Spending Verification 

BahL Baht BahiL . 

162,369 160,538 153,265 95
 

866,700 869,501 869,501 100
 

174,654 163,116 100,694 61
 

26,200 18,920 11,290 60
 

2,700 1,517 - ­

54,180 45,710 28,730 63
 

1,286,803 1,259,302 1,163,480 92
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Questioned
 

Cost
 

'Baht) 

6.1 Cost of "DNA/RNA Electrophoresis Equipment" of Baht 

72,000 is still to be received or paid for. Only 

purchase contract with supplier is available. 

6.2 Travelling expenses of Baht 626 were not supported by
 

external documentation (ie. bus tickets) whereby only 

payment voucher with recipient signature of the 

project staff is presented. Detail is as follow :-

PV. No./Date 

15/27.1.86 


Description Amount (Baht) 

Cost of air-bus fare 

for Khiin Prainote 

Bangkok-Chiangtnai-

Bangkok 500 

Cla gma i-ChIilatigrai-

Chiiaigmai. 126 

626 626 

6.3 Over Reporting of ExpeIdLiture 

Payment of Bahl 1,400 made to project staff for 

collecting of sampl ing yeast (ref. PV # 47 dated 

1.9.86) win: report,.d i both "Salary" and "Haterial 

and Supply". IJhe amuutnL should be excluded from 

"Salary". 1,400 

/ 

http:15/27.1.86
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7. 	 COI'IPLIA14CE - TERMS OF GRANT AGREEIIENT
 

Based on the samples selected there has been compliance
 

with the terms of grant agreement. The exceptions are as
 

follow
 

7.1 	 Disbursement for "DNA/RNA Electrophoresis Equipment"
 

of Baht 72,000 as recorded in the "Status of
 

Funds/and Request for Yunds" was nel ner approved Lfn
 

the budget nor was there written approval from USAID. 72,000
 

7.2 	 No separate bank account is maintained for the
 

project fund whereby funds from USAID are transferred
 

to the project and are deposited in the bank current
 

account of Kasetsart University and mixed with other
 

fund.
 

Total 	Questioned Costs 74,026
 

* 	 The amount of Baht 74,026 is equal to US dollars 2,847 at the
 

exchange rate of IUS$ = Baht 26.
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8. 	 STUDY AND EVALUATION OF INTERNAL CONTROL 

Findings and recommendations resulting from study and evaluation of 

internal control are categorised into two types as follow : 

(i) 	 Shortcomings or 
lack of internal control which are fundamental
 

- in protecting an entity's resources against waste, fraud and 

inefficiency. 

- in ensuring the accuracy and reliability of the entity's 

accounting/operating data. 

- in 	securing compliance with the terms of grant agreement.
 

(ii) 	 Improvements in order to supplement the existing system of
 

internal control.
 

8.1 	 SHORTCOMINGS OR LACK OF INTERNAL CONTROL
 

8.1.j. Administration of Grant Funds
 

Administration of grant funds are by the Principal
 

Investigator except for the areas as set out 
in section
 

3. 

In order to promote the efficiency and effectiveness of 

research undertaken by. the Principal investigator, (le: 

to allow greater time to be devoted to research work) 

administration could be performed by Kasetsart 

University. Similarly, the University may be in a 

better position to administer due to its administrative 

staff complement who are technically competent in 

administra tion. 
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8.1.2 	 Separation of USAID Fund 

Funds from USAII) transferred to the project are 

deposited in the bank current account Kasetsartof 

UniversiLy arid mixed wiLh other fund. This, however, is 

the general policy of tho University. 

In order to comply with the Standard Provision of grant 

agreement, USAID should deposited infund be 	 a separate 

bank account and be in the Project's name.
 

Disbursements for goods and services 
are also made from 

this account. 

8.1.3 	 Reconciliation of cash balances
 

No reconciliation of cash balances 
in cash book of the 

Projcct and the Finlance Section of the University is 

made. 

Such reconciliation sLuld be made on a monthly basis 

aid be initialled as evidemrre of checking. 

8.1.4 	 Oi'burem .iLrr - Teirrm of Grant Agreeent 

Ancillary r.o 1.] I t.ha disbursement is neither in 

accordance with the budget nor is there prior written
 

approval from USAID.
 

It is 	 recommended that disbursement not in accordance 

with the buidget sihould be made against prior approval 

from USAMID 
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8.2 IMPROVEMENTS
 

8.2.1 Payment - Cancellation
 

Authorised payment vouchers and related supporting
 

documents are not stamped "PAID" or otherwise being
 

cancelled upon payments.
 

Cancellation should be made Inunediately on authorised 

payment vouchers and related supporting documents after 

payments had been made in order to prevent resubmission. 

8.2.2 Cash Book Format 

Referring to 6.3, whereby payment was recorded to both 

"Salary" and "Haterial and Supply" it is recommended 

that a mulLi-column ca';Ii book b' adopted. In this 

respect a column for eact line item be adopted in order 

to ensure the correctnr,! of allocation of expenditures. 

8.2.3 Withholding Tax - Personal Income Tax
 

Payments of salary and per diem allowance exceeding the 

rate authorised by the Revenue Aithority to project 

person are "ot sutbjectud to withhold ing tax. 

F .ai tol deduct witihhioldinrp tax could render thelure 

project to be joint!ly liable for the tax shortfall and 

surcharge of 1.5 percent; per mironth (maximum of ]00 

iercent).
 

it is recomrumenled thait. withholding Lax hp dedtucted when 

such payments are made to staf I tird,,r to preclude the 

cotnseqiieiice, of th 've nii: r1rspiito tLhe fa tt atd(>r, 

thin polirt Iii t im thi' ii;mourt i invflviod 1Ii1n;nIgniflcant. 
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8.2.4 Withholding Tax - Corporate Income Tax
 

Payments of goods to suppliers are made without 

withholding tax of 1 percent. Any payments made by the 

government unit to juristic body should be deducted 

withholding tax at the rate of 1 percent as per section 

69 bJs of the Revenue Code.
 

Failure to deduct withholding tax could render the 

Ptoje!ct to be jointly liable for the tax shortfall and
 

surcharge of 1.5 percent per month (maximum of 100
 

percent).
 

It is recommended that 1 percent withholding tax be 

deducLed when any payments are made to juristic body in 

order to preclude the consequence of the Revenue Code 

despite the fact at "his poLnt in time the amount 

invol-,ed is insignift,-ant. 

I:,OIi no [nsurantce cover for a.9et s purchased by 

tJ/AIP'. fund. 

beLause value of fixed asse.t is significant we 

recommend that insurance policy be made to cover 

valuable assets. 
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9. PRINCIPAL INVESTIGATOR'S RESPONSE TO THE REPORT
 



Ernst &Whinney12WrlesRaankk05,

G.P.O. Box 1047 
Slnthon Building, 9th Floor, 

2nd June, 1987 132 Wireless Road, Bangkok 10500, T aland. 

Telephone: 2500233 7 
Cable: ERNSTAUDI" BANGKOK 
Tel'x: 87661 ERNST TH11s. Savitree LiznLorig, FAX: (66) 2-2501479Principal Investigator, (forierj' lrquad Youngs &Co.) 

DepartLinent of Microbiology, 
Faculty of Science,
 

Kasetsart University,
 

BANIGKOI.
 

Dear Sir/Hadam, 

KASETSART UNIlVERSITY 

GRANT NO. 936-5542-G-00-5080-00
 

HYBRIDIZATION OF IIALOTOLERANT YEAST FOR THE PRODUCTION OF ALCOHOL FUELS
 

Enclosed for your consideration please find a copy of our 
report (draft) in 
conjunction with [Aie review of financial and internal control systems of the 

referenced subject. 

Should you concur with the accuracy of tile report kindly acknowledge in 
.writing within two weeks fromi the date of this letter in order that the 

final reprt can be Issued to USAID. Please feel free if you wish to 

provide us with any additlonaL infornatLion/docunients so as tc ensure the 

accuracy and compleLeties,; of the report. 

In 
 addition to the foregoing please advise in writing as to whether the 

equipment as set out in section 7.1 of this report :
 

(i) are relat.e] to the re';earch under this grant. 

(ii) had been re:ceived.
 

(.ii) payments had been made at the stat.ed price of 1alt 
72,000. 

We would l.ike Lo take t.h il. olpo l-uniLy to expros,.s out apprec iat ion to all 

members of the staff wlo have a;s isted us in carrying out our work. 

Youri faithfully, 

/ 

,/,~
 
C;A/ k to 



ERNST &WHINNEY 
RECEIVED
 

18 JUNi87 
411'a"r1ANSWERED_____ 

VyY INITIAL 

June 16, 1987 DEPARTMENT OF IMICROBIOLOGY 

ManegerFacuity of ScienceManegerKasctsart UniVerSiEYErnst & Whinney Bangkhena, Banigkok 10900

2.P-O. Box 1047, 
 Thailan-J Tel. 579-22251
 

Sinthon Building 9 th Floor,
 
132 Wireless Road,
 
Barngkok 10500.
 

Ref : Kasetsart University
 
Grant No. 936-5542-G-0-500-00.O
 
Hybridiz-ation of Halotolerant Yeast for the Production
 
of Alcohol Fuels.
 

Dear Sir
 

Thank you very much for allowing me to see your draft report.
In responding to your 
 financial 
 audit report, I would liketo ma-ke some comments as follows: 

_Page 3: No. 4,k/''I Lack of audit 

lnteL'rd t, auttual ly*~i carried -jut, bY KasetsartUniver-..,; ;,'I)) fur- many resarch project,,, fn our case, at
first w i ClallJ-! by Office o ' 
 the Auditor General from
the O i' n thr:. Prime M~inister to ?2udi oiuz: project but
since 
rn ,,n w~is at thatmade time so only few questionswere asked. 
 Last ,,3.ar internal audit was carrie.1 out by KUauditor, however sinice KU has only one audito--r our projectwas 
not randomly selected among those. 
 Probably our project
will be audited later this :,ear. 
Please be informed that KU
is very Strict on 
 the project administration 
and under such
condition wE- have to follow all 
the rules and r:egula-tions ofthe univei-sity Nhet-her 
we were audited or 
not, we are aware
of the strict financial control 
imposed by the university,

If Possible Please acknowledge this 
fact in Your report so
4Lthat USAID co-uld understand our position that we are in theinternational finanucial management system. I thatfeel yourreport did not adeauately reflect to our status in thismatter' so it appears; that such system does not; e:-xist at KU. 



Page 6: No.6.1 Procurement of DNA/RNA Electrophoresis equipment
 

The purchase order was issued by the university and in
 
accordance with the RTG financial regulation, payment will be
 
made only after the equipment is received and inspected by
 
the committee and we were inforred that the equipment
 
will be delivered before July 8, 1987. At this stage our
 
financial report stands for expense on actual basis. 

Page 6: No. 6.2 Travelling Expense of Baht 626
 

The amount of Baht 500 for round trip ticket to Chiengmai and
 
another Baht 126 for round trip from Chiengmai and Chiengrai.
 
Please be informed that the bus tickets are not required by
 
the RTG regulation for travel. The document on this matter
 
is enclosed for your information. I am sorry that we did not
 
clarify at that time because I assume that you are aware of
 
this practice. Please observe that the amount paid was rather
 
small probably comparable to taxi fare for round trip journey
 
in Bangkok and vicinities. Since our financial record is
 
following the RTG regulation, the expense on this category
 
should be eligible and if not we will return the money after
 
receiving the advise from USAID to do so.
 

Page 7: No. 6.3 Over Reporting of Expenditure
 

We acceptecl that the Baht 1,400 was incorrectly recorded by
 
mistake ir. both salary and material. This amount was already 
excluded iron the salary item. We appreciate to your 
recommendation and your help in finding this error. 

Page 7: No. 7.1 Lack of Approval for Procuremen of Equipment 

DHA/RNA Electroforesis Baht 72,000 was procured upon 
recommendation of Dr. Gerald R. Fink, our project consultant.
 
Dr. Fink's letter was enclosed for your information. I hope
 
that our supported document was considered as part of the
 
proposal. Fleasekindly contact USAID mission if more document
 
is required since we made our contact with our consultant
 
through the mission. 

Page 7" No. 7.2 No Sepirate bank Account 

In practice, as a principal investigator, the cash advance 
received from USAID was deposited as a separate account at 
the Office of Finance cf KU. Without basic knowledge in 



financial administrati-n it is impossible for me to give any 
advice to the Office of Finance on this matter. I have spend 
most of my iI to work in the laboratory in order to keep up 
with the rescarch plan. I feel that this responsibility is 
not pertain to my field of experience, so once the money was 
deposited correctly to the university it* should be ended. If 
you want to pursue on this matter please contact directly to 
the university. I am sorry that I am not authorized to 
clarify on this matter. 

Page 8: No. 8.1.1 Administration of Grant Funds
 

Administration of the grant was proceeded to authorities 
concerned foc the approval of all expenses in all categories 
as partly included in your report. Your statement that 
administration of grant funds are done by the PI is rather 
e:<aggorated. In fact the check issued from USAID is by the 
name of KU and refer to my account only. My role is only 
kcp r; th, files and receipts and report the financial 
status to U' AID. Apart from that it is controlled by KU. I 
want to insist 'that KU is supervising for the grant 
adminrisnration not me. 

Page 9: No-. 8.1.2 Separation of USAID Fund 

Thr saaie response as in [o. 7.2 

Page . ; 8.1.3 Rcconciliation of Cash Balance 

We will fo] low to your recommendation. 

Page 9: .. 8. 1.,4 Approval Requirement; 

We are cinfident that no additional approval is required as 
supported by our cocument. If this is not acceptable to you' 
we will follow the instruction from USAID on this matter. 

Parr TO. N,). 8.2. 1 & 0.2.2 Improvements 

We a 1pr'. ate to your recommendation for improving the 
finan,.i-:e3 procedure as we will follow them accordingly. 

PajOru 10: 1I1. 8.2. 3 8.2.4 Witholding 'ax 

Th subject of witholding tax is rather complicated and not 

// 



clear to us since no instruction was given by USAID on this
matter. In Standard Provision attached to the grant, it is
 
not liable to pay tax 'from the grant fund. Witholding tax may

lead to the conclusion that the 
 expenses incurred is
including 
 the identifiable 
 tax. We will follow your

recomme .dation only after receiving advise from USAID on this 
matter. 
Also, we wonder if zer diem aind allowance wassubjec.-ed to witholding taX since this is'not a common 
practice in -KU. 

Page 11: 
No. 8.2.5 Insurance Cover
 

So far the university 
has no policy on this matter, if we
want 
 to do so, then from what item of budget that can be use
 
to cover 
the expense? Do we have to seek approval from USAID?

Again we will follow to your recommendation provided that
USAID give instruction to us. 
Actually KU has security guards

for 24 hours,so I beleive that minimum security measure has
been imple.mented 
 and if this is not sufficient USAID should 
advise us later on. 

I hope that my responding to your report is 
sufficient and

thank you for your consideration. If there is any further

clarificatwibn 
 needed please let me know and I will cooperate
 
with you.
 

Your Sincerely, 

(Dr. Sa',it 'ee Limtong) 
Principal investigator 

cc;
 
Ms. Poonoilai Suwanrit, Head, Department of Microbiology.

Dr. Sookapracha Vachananda, Dean, Faculty of Science.
 
Dr. Sutharm Areekul, Rector, Kasetsart University.

Mr. Robert F. Barnes, Director, S&T Division, USAID.
 



AGLN(.Y I U IN I I'fEAM I IUNAL ULVL'LOImL-jI 
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29 I-Jay 1985 

MEtIJ-1(I A UDU M
 

TO: USAID/Bangkok/Thailand, Dr. 
E. Brisk
 

FROM: AID/W/SCI, I iloslav Rechicigl, -jr., Ph.D.
 
SUCJECT: 
 AID/SCI Proposal 5.238, ofHybridization 

ialotolerant Yeast for Alcohol*
 

We have finally 
obtained a technical response fromFink Dr. Gerald R.regarding Ms. 
Limtong's proposal. 
 You will note
attached copy that Dr. Fink from themade ceveral specific modifications
,reQaia-dina the workplan.
 

Would you 
 pleaSO .iiiform Dr. Limtong about this and'cable us,concurrence herif she agrees with the recommendations. 

-We hcave included the referenced project in our action memo onthe assulnption that she will accept Dr. Fink's modifications ofthe workplan.
 

A'prolnpt rvsponse would 
 be greatly appreciated. 

I-oith personal regards. 

At t a chiient 
Lett.er from Fink to Rechcigl dated 13 May 1985 



\VHITEIIEAD INSTITUTE 

May 13, 1985
 

21. Rechcigl, Jr., Ph.D.
 
Revlew Coordinator
 
Office of the Science Advisor
 
Acency for International Development
 
SA]6, Room 331
 
Wn:hinrgt.on, DC 20522
 

Dear Dr. PvchcJgl: 

Enclosed are suogested revisions to the experiments proposed

by 1.s. Limtong RE: AID/SCI proposal 5.238, "Hybridization of 

'-ialotrant Yeast for Alcohol. Dr. James Hicks of Cold Spring

H{arbor and I have ccnferred over the telephone and 'agreed upon 
these amendments.
 

REVISION OF 5.23B 

The proposdl to obtain high ethanol producing halotolerarit
 
hybrids (fusaits) .of yeast is both practically and theoretically

important. The major scientific criticism of the proposal focuses
 
on the hybridization experiment between the halotolerant yeast S.
 

(rouxii and industrial high ethanol producing strains of S.
 
,cerevisiae. We feel that these criticisms are reasonable but
 
could be overccme by a more thorough investigation of the
 
parameters affecting fusion between S. rouxii and S. cerevisiae.
 

The formal design of the experiments is to make a aiew organism
.with the desirable fermentation characteristics of two different 
yeast specie1s. The success of the experiments described in the 
proposal depend critically upon the ability of the experimentalists

'to select-for the rare organism resulting from the fusion in a

backaround of the input parental organisms. Since the fusion is
 
,likely to be e:xtremely rare (we suspect less than 10-7), the
 
selecticn for the fusant needs to be sufficiently stringent so that
 

'no parental crganisms can grow on the petri plates at anywhere near 
this fr'emienc,. Second, thecparental strains need appropriate
genetic markers so that any putative fusants can be ,distinguished
from the parents and can be shown easily to be the consequence of 

Ifusion (and not contamination). 

\Xh,d ea, Inii,, m rn in, dical irsercach I Nine C:ibtidge Cenict. Cinibridgc. MA 02142 617/258.5000o 

http:Wn:hinrgt.on
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Ms. Limthong proposes to use respiratory deficient

Saccharomyces rouxii (can't grow on glycerol) and auxotrophic high
alcohol producers (can't grc" 
Dn minimal medium) and select-for

,fusants that can grow on glycerol containing minima, medium. The
experiment might work as 
described but the-odds are against-it.Even

if it were possibl. c obtain respiratory deficient S. rouxii (the
difficulty of obtaining such mutants in these wild isolates is
unknown) the-auxotrophs in the other alcohol production parent may

Arevert at frequencies thatare too high. 
 In other words, the
absence of aood aenetfc markers to prevent the growth of parental

strains will obscure the rare fusants.
 

The~second problem with the approach is that even if a
fusant appeared on the plate, it could not be distinguished from
'contaminants or revertants of either of the parental strains.. Ms.

Limthonghopes the fusant will bechalotolerant and a high ethanol

producer. However, this hopetpresupposes-that these traits 
are
dominant and will be expressed in the fusant. Since nothing is

known about the genetic control of ethanol production and
halotolerance in yeast, this assumption is untested. 
Should these
traits be recessive or not expressed in the fusant, it will be
(impossible to distinguish the fusant from a contaminant or 
either

of the input parental strains.
 

We suggest that the investigators tfirst study the fusion
between genetically defined laboratory strains of S. cerevisiae and
halotolerant S. rouxii in order to have better control over the
fusion process. 
 It is possible to start with S. cerevisiae strains
that have non-revertible auxotrophies (deletions) and dominant

-markers. These strains can be provided by Dr. Hicks and me.

This set of experiments would permit assessment of all the
 
parameters influencing fusion. Use of the laboratory S. cerevisiae

would (eliminate any revertants of that parental strain and provide

an unaimbiguous assessment of the frequency of fusion. Fusants could

be distinguished because of the dominant marker from the laboratory

S. cerevisiae (i.e. trifluoroleucine resistance or cycloheximide

resistance. 
 What about the other parent? If rpetites can not be

obtained in S. rouxii, then one of the positive selections for
auxotrophy should be tried. Selection for tgrowth 
on alpha

aminoadipate will give lys2.cauxotrophs and selection for

'fluorooroticacid resistance will give ura3 requiring mutants.

Both American collaborators could help in this phase of the
 
work.
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Once a fusant is obtained the inheritance of halotolerance can
be assessed more easily because the laboratory..strain parent is
thaploid and genetically and physiologically defined. If
,halotolerance is not dominant then the methods for producing ahalotolerant fusant must bo altered and new strategies will need tobe developed. At the very least this new design will permit all ofthe factors involved 'to be assessed without the objections that
arise from using two strains with unknown genetic background.
 

Ultimately, the investigators will need DNA hybridization
probes to obtain"unambiguous proof of the presence of the two
genomas in the fusant. 
 These can easily be obtained by
collaboration with the American consultants.
 

In addition, I believe that both Dr. Hicks and I shouldvisit
this laboratory 'only after the experiments are well underway so
that there is adequate experimental data to evaluate ahd scientific
strategy to be discussed. Furthermore, in addition to the
provision that sc'ientists from Thailand spend 
some time in U.S.
laboratories we suggest that zkt 
least Ms. Limtong take the Cold
 
•Spring Harbor Yeast--Molecular Biology Course
course would put (3 weeks). Thisher in touch with additional technologies thatwould help in the solution of the problems she is attacking.
 

In our opinion the budget is realistic and the work will
requirefat least $128,000 to ensure progress. The t$30,000 formolasses fermentation seems uncalled for since the organism
required for the fermentation of the molasses is not likely to be
iavailable until late in the project period. 
For this reason I
would cut the fermentation budget in half and move these funds to
(equlipment and travel. 
 The amount of money allotted for travel for
the training of Indonesian scientists in the U.S. is too small.
Training for 1 person in the U.S., without travel, should cost$25,000 a year at a minimum 
(to cover salary and supplies during
-the stay). 
 I can not tell whether there is sufficient travel money
(provided for 
our travel to Indonesia because I am unfamiliar with
the costs involved. After the stay in the U.S., 
the principal
investigator will need state of the art equipment for D1NA analysis(agarose electrophoresis etc.). The transfer&f f "fmfermentinJ'j.to traveT and .
.... eouipment would make the budget more
consistent with the experiments planned. 
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We believe that these alteration!- y-r:,\tlyi.-mimrove the
fea.sihility of the experiments and provJ.-r iinporv-nt areas ofrcoilahoration haYJ.3 help fn t i(- Av. rsu-,cc r, of the project. 

Sincerely,
 

4< 
Gerald R. Fink
 
American Cancer Society
 
Professor of Genetics
 

GRF:rgh
 

cc: Dr. J. Hicks
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