
AUDIT OF
 

RESEARCH GRANTS FOR
 

PRINCE OF SONGKLA UNIVERSITY
 

PROJECT NO. 398-0249
 

AUDIT REPORT NO. 2-493-88-05-N
 

JANUARY 29, 1988
 



WAV No wim" 
so&Ga. I-S. 0.0 

UNITED STATES GOVERNMENT 

Memorandum
 
Dr. John 	R. Eriksson
TO: 	 DATE: January 29, 1988
 
Director, USAl9 /Thailnd 
 RIG/EA-88-100
 

FROM: 	 Leo L. ra"Mttle
 
Regional Inspe tor General for Audit
 

SUBJECT: 	Audit Report 
No. 2-493-88-05-N
 
Audit of the Researc!, 
 Grants for Prince of Songkla

University, Project No. 
398-0249
 

Attached is a copy 
 of the final report cn the subject audit. Thecertified public accounting 
 firm of Ernst & Whinney (Bangkok)
prepared the report dated 
 August 26, 	 The
1987. purpose of the
review was to determine whether project funds being
were properly
accounted for in compliance with the terms of 	 the grants and otherapplicable A.I.D. 
 policies and procedures and to identify anq
evaluate 	the accounting systems and internal controls of the funds.
 

Prince of Songkla University was the recipient 
of two A.I.D. grants
totaling 	$300,000 under the Program Development and Support Project
No. 398-0249 which was 
to enhance science and technology development
in Thailand. The first grant amounting to $li0,000 for the period
,,pril 4, 1985 to October 31, 
1988 provided for research on "Natural
insecticides for Spodoptera 
Litura Fabr." second
A 	 grant

$150,000 for the period 	

of
 
June 27. 	i986 to Dec(mher 31, 1989 focuses on "Biotechnology Application 
for Characterization 
 arid Selection of


Better Yielding Rubber Clones."
 

The auditors performed substantive and compliance 
tests on
transactions totaling $110,655 or 96% 	 of actual expenditures. Of
this amount, $36,216 in costs were questioned. [he grantee wasfound to 
have complied with all other material 
 terms and conditions
 
of the grant agreement examined.
 

This report recommends that USAID/Tailand resolve with Prince of
Songkla University questioned costs in 
 the amount of $36,216, and
that USAID/Thailand assist 
 the University resolve
to 	 internal
control problems identified in this 
 report. These recommendations
however will not be s-eparately included in the Inspector General's
audit recommendation follow-up 
 system by mutual agreement of
USAID/Thailand and RIG/A/Manila. 
 Instead, 	these recommendations are
consolidated into Audit Report No. 2-493-88-04-N entitled "AuditScience and Technology Research 	
of
 

Grants, 	 Project No. 398-0249."
 



Ernst &Whinney o,o;G.P.O. Box 1047Sinthon Building, 9th Floor,

132 Wireless Road, Bangkok 10500, Thailand.
 

Telephone: 2500233.7
 
Cable: EANSIAUDIT BANGKOK
 
Telex- 87661 ERNST TH
 
FAX: (66) 2-2501479


26th August, 1987 
 (fornerly Turquand Youngs & Co.) 

Mr. Leo L. La Motte,
 
Regional Inspector General/Audit,
 
Agency for Internattonal Development,
 
Ramon Magsaysay Center,
 
1680 Roxas Blvd., Manila 2801,
 
PHILIPPINES.
 

Dear Sir,
 

PRINCE OF SONGKLA UNIVERSITY
 
- Grant No. 936-5542-G-00-5032-00
 
- Grant No. 936-5542-G-00-6054-00
 

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 anddocuments proviled to u' and therefore our comments cannot: he expected to
be exhaustive 
 and to include all possible weakn-.-es oz the systems 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 failthfully,
 

Enc 1.
 
RT:jk
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1. INTRODUCTION
 

This report provides 
the results of our review of accounting system
 
and internal 
 control under the contract of which the contents are
 

summarised as follow :
 

GRANTEE : 
The Royal Thai Government acting through the Department of
 

Technical and Economic Cooperation. Prince of Songkla
 
University will 
act on behalf of the Department of
 

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-G-00-5032-00 Natural 

Insecticides 

for Spodoptera 

Litura Fabr. 

4/4/85-

31/10/88 

150,000 

936-5542-G-00-6054-00 Biotechnology 27/6/86-

Application 31/12/89 

for Characteri­

zation and 

150,000 

Selection of 

Better Yielding 

Rubber Clones 
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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$ 7. uss 

936-5542-G-00-5032-00 30/9/86 55,012 54,996 51,229 93 23,809
 

936-5542-G-00-6054-00 31/3/87 60,035 59,891 59,426 99 12,407
 

115,047 114,887 110,655 96 36,2i6
 

REMARK The above tabulation is based on the exchange rate of
 

US$ 1 = Baht 26 which had bee'n adopted in translating Baht
 

figures to U.S. dollars.
 

For questioned costs, details are set iut in individual grant
 

reports in Baht value as follow
 

Grant Number Appendix
 

936-5542-C-00-5032-00 I
 

936-5542-G-00-6054-00 II
 

2. INITIAL DISCUSSION
 

Initial discussion with the principal investigators, the field work in
 

respect of evaluating, testing the systems of internal control, reported
 

expenditure and compliance thereto with terms of grant agreement and
 

final discussion on findings with the principal investigators were
 

conducted during 31st March, 1987 to 17th April, 1987.
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3. ADMINISTRATION OF GRANTS
 

Prince of
 

Songkla University Principal Investigators
 

- Receiving of fund
 

- Custody of project
 

fund
 

- Procurement of goods
 

and services / 
- Receiving of goods
 

and services
 

- Disbursement
 

authorization / 
- Staff recruitment / 
- Recording of books
 

of account / 
- Financial report / 

- Custody of books
 

of account /
 
- Physical. control 
 / 
- Management control 
 / 

4. AUDIT
 

At the time of this exercise no audit had been conducted by the
 

internal auditor 
of Prince of Songk3' University or Department of
 

Technical and Economic Cooperation and Office of the Auditor General
 

of Thailand.
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5. SCOPE OF WORK
 

The objective of the exercise is to review financial and internal
 

control systems established by the research grantee institution and
 

the principal investigators. Specifically, under the terms of the
 

engagement this encompasses :
 

5.1 	 Hold initial discussion with research grantee institution and
 

principal investigators concerning systems review and audit work
 

to be performed.
 

5.2 	 Examine the accounting systems and internal controls of the
 

research grantee institution and the principal investigators.
 

5.3 	 Ascertain the propriety of procedures used by the grantee to
 
authorize auid bill USAID for expenditures under the grant.
 

5.4 	 Examine a representative sample of expenditures reimbursed by
 

USAID as to their compliance with USAID requirements.
 

5.5 	 Ascertain whether the grantee had completed with the terms of
 

the grant.
 

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

outline of specific deficiencies as well as any recommendations
 

for improvement.
 

The examination was conducted in accordance with generally 
 accepted
 

government 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,
 
financial transactions, accounts and reports and included such tests
 

of these records and such other auditing procedures as were necessary
 

in the circumstances. Our audit doeu not include coverage of the
 

economy and efficiency of operations, nor 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 the Status Of Funds/And Request For Funds of
 
Prince of Songkla University for the granLs and the periods as 
set out
 
in section 1 of this report.
 

Our examination was made irn 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 in
 
19r, and accordingly included such tests of the accounting 
records
 
and such other auditing procedures as we considered necessary in the
 

circumstances.
 

The Status Of Funds/And Request For Funds includes 
costs in the amount
 
of US dollars 36,216 as set out in section 1 of this report which 
we
 
have questioned for the adequacy of supporting documentation and for
 

disallowance under tile 
terms of grant agreements.
 

In our opinion, subject 
to the effects of such adjustments, if any, as
 
might have been required had the ultimate resolution of the
 
allowability 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 Prince of Songkla University for the grants 
 and
 
the periods as set out in section I 
prevents fairly the expenditures,
 
in conformity with generally accepted accounting principles.
 

This report is intended solely for the use of the Agency for 
International Development and should not be used for any other 

purposes. 
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7. COMPLIANCE HATTERS 

We have examined 
 the Status Of Funds/And Request for Funds of
 
Prince of 
Sorigkla University for the grants and the periods 
as set out
 

in section I of this report.
 

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

In connection with 
our examination, 
we found that for 
the grant items
 
tested, Prince of 
Songkla University complied with the material 
terms
 
and condition3 of 
the terms of grant zgreerment, except as stated below
 

in the individual grant reports as 
follow
 

Grant Number 

Appendix
 

936-5542-G-00-5032-00 

I
 

936-5542-G-00-6054-00 

.I
 

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

The management 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
 
research 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 
 that 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 Institution 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 4ith a view to 
the expression of opinion 
 on the
 
accounts and compliance with the 
terms and conditions of the 
 grant
 
agreements and 
our comments cannot be expected to 
include all po sible
 
weaknesses 
 in the systems of accounting and internal control.
 
Accordii~gly, we do not express an opinion on the system of 
 internal
 
accounting control 
of 
 Prince of Songkla University and principal
 
investigators 
 taken as a whole. However our 
study and evaluation
 
disclosed no condition that we 
believe to be 
a material weakness.
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Findings and recommendations resulting from study and evaluation of 

internal accounting control are as follow 

.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 effectiveness of research
 

undertaken by the principal investigators, (ie to allow
 

greater time to be devoted to research work) administration
 

could be performed by Prince of Songkla University. Similarly,
 

the University may be in a better position to administer due to
 

administrative staff complement who are technically competent in
 

administration.
 

8.2 BANK RECONCILIATION
 

Finding
 

For the two grants included in the exercise no reconciliation
 

of cash balances in cash book of the project and bank statement
 

is made.
 

Recommendation 8.2
 

Such reconciliation should be prepared and documented on a
 

monthly basis and submitted to a higher responsible official for
 

review and be initialled as evidence of reviewing.
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8.3 DISBURSEMENT - TERMS OF GRANT AGREEMENT
 

Finding
 

Fur the two 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 tha- disbursement not in accordance with the
 
terms of grant agreement should be made against prior written
 

approval from USAID.
 

8.4 TRAVEL VOUCHER
 

Finding/Recommendation 8.4
 

For the two grants included in the exercise in crder to comply
 
with the terms of grant agreement, travel voucher should be
 

prepared for requisition of travelling and submitted 
 to
 
responsible official for approval. 
 The travel vouchers should
 

indicate the following :
 

(a) time and date of departure and arrival,
 

(b) locations visited,
 

(c) details of costs incurred, supported by documentation,
 

(d) purpose of trip,
 

(e) approval by responsible official.
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8.5 EVIDENCE OF GOODS AND SERVICES RECEIVED
 

Finding
 

For the two 
 grants included in the exercise no evidence of
 

receiving of goods and services are available in certain cases,
 

such that there is no proof as to the receipt of benefits.
 

Recommendation 8.5
 

It is recommended that receiving reports or acknowledgement on
 

delivery order be prepared in order to substantiate that
 

benefits had been received.
 

8.6 FIXED ASSETS
 

Finding
 

two 
 fixed 


register nor tag numbers are assigned to fixed assets of the
 

projects.
 

Recommendation 8.6
 

For the grants included in the exercise no assets
 

In order to provide a sound control over fixed assets,
 

acquisition date, 
 value, location, tag number be maintained and
 

kept up to date. 
 Tag numbers should be affixed to assets to
 

facilitate identification and inspection of assets against
 

register is to be carried out annually.
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8.7 SEGREGATION OF DUTIES
 

Finding 

There is inadequate segregation of duties in Grant no. 
936-5542­
G-00-5032-00 
of which the following functions are vested with
 

the Accountant
 

- Cashier
 

- Preparing withdrawal voucher for savings account 

- Signing of withdrawal voucher for savings account 

- Preparing payroll sheet 

- Custody of unused cheques 

- Preparing cheques for payment
 

- Signing cheques
 

- Arranging/distribution of pay packets
 

- Recording of receipt/disbursement 

Reconwiendation 8.7
 

It JL recommended 
that functions of authorisation, execution,
 
custody and recording be segregated from each other in order to
 
reduce risk of 
error whereby the work of 
one acts as a check on
 

the other.
 

8.8 EVIDENCE OF PAYMENT APPROVAL
 

Finding
 

With reference to Grant no. 
936-5542-G-00-5032-00 no 
evidence of
 
payment approval is available such that there is 
no proof as to
 
the approval of payment by authorised official.
 

Recommendation 8.8
 

It is recommended 
 that all payments should be subjected to
 
approval prior to disbursements.
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8.9 TIME RECORD
 

Finding/Recommendation 8.9
 

With reference to Grant No. 936-5542-G.-OO-6054-00 in order to
 
comply with the terms of grant agreement, time record should be
 
prepared to document the time actually devoted to the project by
 

each person.
 

8.10 ISSUANCE OF PAYMENT VOUCHER
 

Fi n d in g 

With reference to Grant no. 936-5542-G-00-6054-00 payment
 
vouchers are not prepared prior to disbursement for purchase of
 

equipment, material and supply.
 

Recommendation 8.10
 

In order to ensure that all payments are made with prior
 
approval, payment vouchers should be 
prepared and effectively
 

authorised before disbursements.
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8.11 	 RECORDING OF CASH BOOK
 

Finding
 

From the review of books of account of Grant no. 936-5542-G-00­
6054-00, cash book is not kept up to date.
 

Recommendation 8.11
 

It is recommended that cash book should be kept up to 
 date in
 
order 
to facilitate control and administration of cash.
 

8.12 	 FINANCIAL REPORTS
 

Finding/Recommendation 8.12
 

With reference 
 to Grant no. 936-5542-G-00-6054-00 
financial
 
reports 
should be submitted immediately to USAID 
 after period
 
ended (ie. quarterly).
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RESEARCH GRANT
 

PRINCE OF SONGKLA UNIVERSITY
 

GRANT 936-5542-G-00-5032-00
 
NATURAL INSECTICIDES FOR SPODOPTERA LITURA FABR.
 

PREPARED FOR 
 REGIONAL INSPECTOR GENERAL/AUDIT/MANILA
 

PREPARED BY 
 ERNST & WHINNEY (BANGKOK)
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6. RESULT OF VERIFICATION OF DISBURSEMENTS
 

Fund received Actual 

Description Total Budgeted to date Spending Verification 

US$ Baht Baht Baht Baht 

SALARY &
 

WAGES 39,400 1,063,800 215,605 406,526 389,200 96
 

EQUIPMENTS &
 

MATERIAL 76,700 2,070,900 1,015,490 829,036 777,046 94
 

LOCAL
 

TRANSPOR-


TATION 4,500 121,500 67,250 3,006 2,450 82
 

TRAVEL
 

(Domestic
 

& Inter.) 17,400 469,800 51,600 72,002 64,648 90
 

OVERHEADS 12,000 324,000 80,358 119,326 98,605 83
 

TOTAL 150,000 4,050,000 1,430,303 1,429,896 1,331,949 93
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Questioned 

Cost 

(Baht) 

6.1 Documentary evidence as 

goods are questioned 

to the followng receipt of 

Disbursement 

No. Date Description 

Amount 

(Baht) 

34 27-8-85 A Magicchef refrigerator 

(Reason for questioned cost: No receiving 

report nor acknowledgement on delivery 

order was prepared.) 

103 22-1-86 3 sets of rotavapor EY 131/S 

(Ascending colling system) 

(Reason for questioned cost: No receiving 

report nor acknowledgement on delivery 

order was prepared.) 

121 3-2-86 Laboratory glassware 

Flask, woulff bottles etc. 

(Reason for questioned cost: No receiving 

report nor acknowledgement on delivery 

order was prepared.) 

8,500 

195,787 

342,387 

546,674 546,674 

Based on discussion with the Principal Investigator 

the subject items were received. Physical inspection 

by Ernst & Whinney on a test basis provides 

satisfactory results. 

\1 
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6.2 Payments for travelling and per diem of Baht 
 40,406
 
do not state the purpose of the tripe. Details of
 

which are as follow
 

Disbursement 
 Amount
 
No. Date Description 
 (Baht)
 

20 12- 8-85 Round trip air ticket Bkk-


Hat Yai-Bkk for Khun
 

Kwanchai Sirisombat 2,602
 
69 30-10-85 
 Round trip air ticket and
 

per diem made to
 

Dr. Pichaet (Principal
 

Investigator) 
 6,213
 

88 29-11-85 
 - do 
 - 4,242
 

122 3- 2-86 
 - do - 3,842
 
141 17- 3-86 ­ do - 5,142
 
185 16- 6-86 - do ­ 8,726
 
200 30- 6-86 - do -.
 9,639
 

40,406 40,406
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6.3 Payment for local transportation of Baht 1,950 do not
 
state the purpose of use. Details of which are as
 

follow :
 

Petty Cash Voucher 
 Amount
 

No. Date Description (Baht)
 

27 30- 8-85 Fuel for Dr. Sieng 130
 
36 9-10-85 Gasoline 
 500
 

45 31-10-85 
 - do 
 - 520
 

51 27- 1-86 - do ­ 800
 

1,950 1,950
 

6.4 Overheads of Baht 30,000 paid for petty cash float to
 

Dr. Pichaet, Dr. Sieng and Khun Jarupan amounting to
 
Baht 10,000 each were reported as "Expenditure" in
 
"Status of Funds/And Request for Funds". 
 30,000
 

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 Disbursement not in budget nor is there 
 written
 
approval from USAID for 
the advances of USAID's funds
 

to other project on 2nd July, 1986 amounting to Baht
 

50,000. 
 The amount is however not reported as
 
expenditure in the Status Of Funds/And Request For
 

Funds.
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7.2 Up to 31st December, 1986, interest received from the
 

grant's bank savings accounts of Baht 27,453 was not
 

credited to 
the grant at this point of time.
 

7.3 Overheads of Baht 3,915 are questioned as to whether
 
it should be classified as "Equipment & Material"
 

instead. Details are as follow '
 

Description Amount (Baht)
 

1 Calculator with adaptor 
 700
 
1 Wooden shelf 
 1,180
 

2 Chairs 
 250
 
I Steel filing cabinet 1,785
 

3,;i5
 

7.4 
 Based on our subsequent review of the disbursement up
 

to March 1987, per diem rates charged by Dr. Pichaet
 
for travel to the University of Alabama to discuss
 

with Professor M.P. Cava was over 
the rate approval
 
by USAID per letter dated 10th September, 1986 (ie.
 

Rate charged US$ 80/day, approved rate US$ 50/day).
 

Total Questioned Costs 619,030
 

* The amount of Baht 619,030 is equal to US dollars 23,809 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 :
 

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

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

inefficiencies.
 

- 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
 

8.1.1 Administration of Grant Funds
 

Administration of grant funds except for custody of the
 

funds, are by the Principal Investigator.
 

In order to promote the efficiency and effectiveness of
 

research undertaken by the Principal Investigator, (ie:
 

to allow greater time to be devoted to research work)
 

administration could be performed by Prince of Songkla
 

University. Similarly, the University may be in a
 

better position to administer due to administrative
 

staff complement who are technically compatcnt in
 

administration.
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8.1.2 Evidence of Payment Approval
 

At present, no 
evidence of payment approval is available
 

such that is no
there proof as to the approval of
 

payment by authorised official.
 

It is recommended that all payments should be subjected 

to approval prior to disbursements. 

8.1.3 Segregation of Duties
 

Cash receipt and disbursement functions 
are carried out
 

by the Accountant as noted below
 

- Cashier 

- Preparing withdrawal voucher for savings account 

- Signing of withdrawal voucher for savings account 

- Preparing payroll sheet
 

- Custody of unused cheques
 

- Preparing cheques for payment
 

- Signing cheq~ies 

- Arranging/distribution of pay packets
 

- Recording of receipt/disbursement
 

It is recommended that functions of authorisation,
 

execution, custody and recoraing be segregated from each
 

other in order to reduce risk of error whereby the work
 

of one acts as a check on the other.
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8.1.4 


8.1.5 


8.1.6 


- 13 -

Bank 	Reconciliation
 

Bank 	reconciliations are not prepared.
 

Bank reconciliations should be prepared and documented
 

for 	 all bank accounts on a monthly basis and submitted
 

to 	 higher responsible official for review and be
 

initialled as evidence of reviewing.
 

Fixed Assets
 

No fixed assets register nor tag numbers are assigned to
 

fixed assets.
 

In order to provide a sound control over fixed assets,
 

acquisition date, value, location, tag number be
 

maintained and kept up to date. Tag numbers should be
 

affixed to assets to facilitate identification and
 

inspection of assets against register is to be carried
 

out annually.
 

Travel Voucher
 

With reference to 6.2 in order to comply with the terms
 

of grant agreement, travel voucher should be prepared
 

for requisition of travelling and submitted to
 

responsible official for approval. The travel vouchers
 

should indicate the following :
 

(a) 	time and date of departure and arrival,
 

(b) 	locations visited,
 

(c) 	details of costs incurred, supported by
 

documentation,
 

(d) 	purpose of trip,
 

(e) 	approval by responsible official.
 

1 
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8.1.7 Approval for Recruitment of Staff 
or Rate Adjustment
 

At present, no written approval for recruitment of staff
 

(research associates/technical assistant) 
 or rate
 

adjustment is available such that there is no 
proof that
 

recruitment of staff or rate adjustment is made by the
 

authorized person.
 

It is recommended that a responsible 
 person should
 

approve any changes as to rates or personnel and notify
 

accounting staff prior to disbuzsements.
 

8.1.8 Disbursement 
- Terms of Grant Agreement
 

Ancillary to 
 7.1 is Lhat disbursements are neither in
 
accordance 
with the budget nor are there prior written
 

approval from USAID.
 

It is recommended that disbursements not in accordance
 

with the budget should be made against prior approval
 

from USAID.
 

8.2 IMPROVEMENTS
 

8.2.1 Insurance Cover
 

There is no insurance cover for assets purchased by
 

USAID's fund.
 

Because 
 value of fixed assets is significant we
 

recommend that insurance policy should be made 
to cover
 

valuable assets. 
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8.2.2 Official Receipt
 

Certain official receipts obtained are made out not in
 

the name of project but under the name of "Faculty of
 

Natural Resources".
 

It is recomended that official project's name be used
 

in order to substantiate that payments are by the
 

project and thus leaving no room for doubt and
 

confusion.
 

8.2.3 Withholding Tax
 

Payments of salary and per diem allowance exceeding the
 

rate authorised by the Revenue Authorities to project
 

personnel are not subjected to withhulding tax.
 

Failure to deduct withholding tax could render the
 

project to be jointly liable for the tax shortfall and
 

surcharge of 1.5 percent per month (maximum of 100
 

percent).
 

It is recommended that withholding tax be deducted when
 

such payments are made to staff in order to preclude the
 

consequences of the Revenue Code despite the fact at
 

this point in time the amount involved is insignificant.
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8.2.4 Payment - Cancellation 

Payment voucher is not cancdlled or otherwise stamped
 

"PAID" after payments are made.
 

Cancellation should be made immediately on 
authorised
 
payment vouchers and related supporting documents after
 

payments had been made in order to prevent resubmission.
 

8.2.5 Evidence of Goods and Services Received
 

In certain cases no evidence of receiving of goods and
 
services are available as set out in 6.1, such that
 

there is no proof as 
to the receipt of benefits.
 

It is recommended that receiving reports or
 
acknowledgement 
on delivery order be prepared in order
 

to substantiate that benefits had been received.
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9. PRINCIPAL INVESTIGATOR'S RESPONSE TO THE REPORT
 



6.1 

G.P.O. Box 1047

132 Wireless Road, Bangkok 10500, Thailand.
 

9th June, 1937 Telephone: 2500233.7
Cable: ERt4STAUDIT BANGKOK 
Telex. 87661 ERNST THFAX: (66) 2-2501479 

Dr. Pickaet Wiriyac!-ir.-,, (formerly Turquand Youngs & Co.)
Principal Investigator,
 
C/o Department of Chemistry,
 
Faculty of Science,
 
Chiang Mai University,
 
CHIANG MAT.
 

Dear Sir/Madam,
 

PRINCE OF SONGVLA UNIVERSITY
 

GRANT NO. 936 -5542-G-00-5032-00
 

NATURAL INSECTICIDES FOR SPODOPTERA LITIJRA FABR.
 

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 dhe accuracy of the r port kindly acknowledge in 
writing witihi, t-,o weeks frorm the da, k of thi:; let-ter in order that the
 
final report cian 1w. issued to USAID. Ple.t.m foel free if you wish to 
provide us wiLh any additional infcr,,,' ti:)t,,do.urents so as to ensure the
 
accuracy and conp]ereness 
 of the report. 

In addition to tLhu foregoing p]ease advise in writing as to whether
 
questioned disbur,:'.ment; 
 a-; set out in :,ecr. ions 6.2 and 6.3 are related to
 
the grant or not. 
 Furthermore, whethet the subject equipemtn as set out in 

had been received 
or riot.
 

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,
 

CA/kte U, 



r -? N R ECE IV yERNST ! .;,v... : -

RESEARCH PROGRAM ON ANSWERED

A BIOLOGICALLY IMPORTANT NATURA'4 UC-S 

July 3rd, 1987
 

ERNST & WHINNEY,
 
G.P.O. Box 1047,
 
Sinthon Building, 9th Floor,
 
132 Wireless Road,
 
Bangkok 10500.
 

Dear Sir/Madam,
 

Thank you for your draft report on 
che review of financial and
internal control 
systems of the referenced subject.
 

'While we 
find most recommendations useful, 
we would like 
to
make the following verifications :
 
6.1 
 The goods questioued had been received and had been used
daily in the laboratory. 
 Their deliveries have now been
 

acknowledged.
 

6.2 We, again, confirm that the purpose of the 
trip relates to
the grant and 
the per diem is in accordance with DTEC rate. 
6.3 We, again, confirm that the subject travel relate theto grant. 

6.4 Toward the ctnd of tne projec t time, aiy petty cash left will
be returned to the grant account. 

7.1 It should also be noted 
that in many occasions when the
USAID's fund is short-coming, advances from other project had
been made 
to USAID's project expenditure.
 

7.2 It has always been our intention to credit any interestreceived from the grant's bank savings account to the granttoward the 
end of the project time. 
 Note that no attempt
was made to conceal the 
sum. In fact, it was pointed out 
to
Ernst & Whinney by us 
during the reviewing period.
 

I hope that you will find 
our response useful in 
the preparation
of report to USAID.
 

Yours sincerely,
 

Pichaet Winr 
 achitra,
 

Principal Investigator.
 
pw/jt 
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6. RESULT OF VERLFICAT rO1 OF DISBURT,"NTS) 

Fund received Actual 

Description Total Budgeted to date Spending Verificaticn 

US$ Baht Baht Baht Baht ' 

SALARY 37,800 982,800 156,000 121,300 121,300 100 

EQUIPMENTS 44,700 1,162,200 1,110,200 1,128,070 1,128,070 100 

MATERIAL AD 

SUPPLY 50,000 1,300,000 255,697 239,075 226,990 35 
TRAVEL 14,500 377,000 13,000 42,710 42,710 10 

CENTRAL RES. 

FAC. COS'r 3,000 78,000 26,000 26,000 26,000 100 

TOTAL 150,000 3,900,000 1,560,897 1,557,155 1,545,070 99 
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Questioned 

Cost 

(Baht) 

6.1 In certain cases there are insufficient documentary 

evidence ab to the receipt of goods/services as 

detailed by the following 

Date of 

Pavment Description 

Amount 

(Baht) 

22.8.86 

19.9.86 

12.10.86 

2.3.87 

Purchase 2 units of air 

conditioners 24,500 

BTU split type 

Cost of NEC-642, Coenzyme 

A, DL 3 (glu-3-14c) 

-OH-3-HL Gl.ut.aryl 

P,'rchase i unit of air 

conditioner 12,500 

BTU split type 

Cost of Micro centrifuge 

tube and pipet tip yellow 

72,800 

21,453 

18,500 

51900 

118,653 118,653 

6.2 "Micro gradient liquid chromatograph" of Baht 

978,770 is still to be received. The transaction 

is supported by letter of credit from bank and 
proforma invoice from supplier. Furthermore, 

forward contract for the purchase of foreign 

currency (te : US$ 34,000) had been transacted with a 

total aht value of 878,900. The discrepancy of Baht 
99,870 i' que, tl oned as to the adequacy of supporting 
docuiW t-Lion. 99,870 
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6.3 Payments for travelling and per diem of Baht 25,450 
do not sr.ate t,.. purpose of the trips. Details of 

which are as follow 

Date of 

Payment Description 

Anoun t 

(Baht) 

4.8.86 

25.8.86 

10.11.86 

30.1.87 

Travel and per diem made to 

Dr. Dhirayos (Co-Investigator) 

- do -

- do -

Travel and per diem made to 

Dr. Rapepun 

(Principal Investigator) 

5,620 

5,670 

6,980 

7,180 

25,450 25,450 

6.4 Travelling expise paid to Khun Narisa 

of Baht 886 was noot suppo.,r t.ed 

documentatLion (e. train ticket). 

(Technician) 

by adequate 

886 

7. COMPLIANCE - TERMS OF GRANT AGREEMENT 

Based on 

with the 

follow : 

the 

tiernr2 

sa p1!--; selected there 

ct grnnt agreement. 

has been compliance 

The exceptions are as 

7.1 Disbursement not in budget nor is thete written 

approval from USAID (ie. USAID's funds are advanced 

to other prcject (s) and subsequently reimbursed on 

30th January, 1987) as detailed by the following 
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Cheques No. Date Description Amount (Baht) 

228503 

228505 

228506 

228509 

228517 

228523 

17.9.86 

19.9.86 

25.9.86 

7.10.6 

29.10.et 

21..11.86 

Lab supply 

Kinetin 

Z-4625 Zeatin, Sigma 

Lah supply 

I set of table 

Benzene 4L "JT" AR 

3,200 

2,990 

4,390 

9,800 

5,570 

810 

26,760 

7.2 Interest received from the 

accounts of approximately 

credited to the grant. 

grant's bank savings 

Baht 15,000 was not 

7.3 Material arnd supply expenses of Baht 934 were 

incurred durin;; 218Lh iNrch, 1989 to 3rd June. 1986 

which wa, th,,, Fer lcd btulori: the eftective date of the 

grant aj,reeI£en ( ie. 2 7th 1'nei. 6). 93 

7.4 Salaries or 5iaht 17,100 were paid( to 3 administrative 

staffs whuim are not III the budget nor is there 

written approval from USAID. Details are as follow 

Stai ' s Name Amount (Baht) 

Khun Supis 

Khun Punnee 

Khun Prasart 

8,400 

5,200 

3,500 

17,100 17,100 
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7.5 	 No time sheets were pr:aved to document the time 

actually c,.-t.J to the projet by, the Principal 

Ilnvestigator and the Co-invstigator. We are 

thercfore unbI to stazt wh. thei c;-'ch per sion devoted 

the time oL percenttge as get out in the budgtet or 

not. llmesheets ,re hwever prepared for Technicians 

and Graduate A,- I LanL-. 

Name 	 Position Amount(Baht)
 

Dr. Rapepun Principal Investigator 12,900
 

Dr. Wallie Co-investigator 11,700 

Dr. Rapiporn - do - 11,700 

Dr. Dhirayos - do - 11,700 

Khun Apichai - do - 11,700 

59,700 59,700
 

7.6 	 Financial reports ic. "Stntus of Funds/And Request 

For Funds" nnd "Federal Ca'ih Advance Statut Report" 

for the pertod a from Ist October, 1986 to 31st 

December, 198f) were not submitted to USAID after 

period ended but were !.ncluded in the financial 

reports for the period ended 31st March, 1987. 

Total. Que.tioned Costa 322,593
 

* 	 The amount of Baht 322,593 is equal to US dollars 12,407 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 

inefficiencies. 

- in ensuring rhe nccuracy and rehiat,llity cf 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
 

8.1.1 Administration of Grant Funds
 

Administration: of 
grant fuLLds except for custody of the 

funds, are by the Principal ln,'cstigator. 

In order a'd of 

research underaken b)7 the1 1rincipal Investigator, (ie: 

to allow greater time to he devoted to research work) 

administration could be performt.cd by Prince of Songkla 
University. Similarly, the University may be in a 

to promote the eifi i vicy ffectiv:ness 

better po~itioni to administer due to administrative
 

staff complement who are technically competent in 

admi nistration. 

http:performt.cd
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8.1.2 Issuanice of Payment Voucher 

Payment vouchers are not prepared prior to disbursement
 

for purchase of equipment, material and supply. 

In order t-o en+lure that all paymnenlts are made with prtor 

approval, payment vouchers should be prepared and 

effectively authorised before disbursements. 

8.1.3 Recording of Cash Book 

From the review of books of account, cash book is not
 

kept up to date. 

It is recommended that cash book should be kept up to 

date in order to facilitate cont,'ol and administratlor 

of cash. 

8.1.4 Bank Reconciliation 

Bank reconciliations are rot prepared.
 

Bank reconciliatlorn., ihou]d be prepared and documrented 

for all banlk account<s on a monthly insis and subnitted 

to i ighe r re-;lons;ible uf.ticial for review and be 

initialled as evidence of reviewing. 
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8.1.5 Fixed Assets
 

No fixed assets register nor tag numbers are assigned to
 

fixed assets.
 

In order to provide a sound control over fixed assets,
 

acquis[tion date, value, location, tag number be
 

maintained and kept up to date. Tag numbers should be
 
affixed to assets to facilitate identification and
 
inspection of assets against re,3.t-er is to be carried
 

out annually.
 

8.1.6 Travel Voucher
 

With 	reference to 6.3 in order to comply with the 
 terms
 

of grant agreement, travel voucher should be prepared
 

for requisition of travelling ind submitted 
 to
 

responsible official for approval. 
 The travel vouchers
 

should indicate the following
 

(a) 	time and date of departure and arrival,
 

(b) 	locations visited,
 

(c) 	details of costs incurred, supported by
 

documentation,
 

(d) 	purpose of trip,
 

(e) 	approval by responsible official.
 

8.1.7 Time Record
 

With reference to 7.5 in order to comply with the terms
 
of 	 grant agreement, time record should be prepared to
 

document the time actually devoted to the project by
 

each 	person.
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8.1.8 	 Disbursement 
- Terms of Grant Agreement
 

Ancillary to 7.1, 
7.3 and 7.'4 are that disbucsements are
 
neither in accordance with the budget 
 nor are there
 

prior written approval from USAID.
 

It is recommended that disbursements not in accordance
 
with 	 the 
 budget should be made against prior approval
 

from USAID.
 

8.1.9 	 Financial Reports
 

With reference to 
7.6 in 	order to comply with the terms
 
of grant agreement, financial reports should be
 
submitted immediately to USAID after period ended 
(ie.
 

quarterly).
 

8.2 IMPROVEMENTS
 

8.2.1 	 Payment - Cancellation
 

Authorised payment vouchers and related 
 supporting
 
documents are not stamped "PAID" 
or cY:herwise being 

cancelled upon payments. 

Cancellation should 
be made 	immediately on authorised
 
payment 	vouchers and related supporting documents after
 
payments 	had been made in order to prevent resubmission.
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Evidence of Goods and Services Received
 

No evidenti of goods and services are available, in
 

certain cases as 
set out in 6.1, such that there is no
 

proof as to the receipt of benefits.
 

It is recommended that receiving reports or
 

acknowledgement on delivery order be prepared in order
 

to substantiate that benefits had been received.
 

Payment Voucher Form
 

Payment vouchers do not provide adequate information
 

whereby the following are not stated on the vouchers
 

1. name of account (line item) to be debited,
 

2. payment voucher number,
 

3. name of project.
 

Withholding Tax
 

Payments of s:. L-y and per diem allowance exceeding the 

rate authorised by the Revenue Authorities to project 

personnel are not subjected to withholding tax. 

Failure to deduct withholding tax -ouId render the 

project to be jointly liable for the tax shortfall and 

surcharge of 1.5 percent per month (maximum of 100
 

percent).
 

It is recommended that withholding tax be deducted when
 

such payments are made to staff in order to preclude the
 

consequences of the Revenue Code despite the fact at
 

this point in time the amount involved is insignificant.
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8.2.5 	 Insuratnce Cover
 

There is no insurance cover for assets purchased by
 

USAID's fund.
 

Because 
 value 	 of fixed assets is significant we
 

reconic..,d that insurance pol.cy be made 	 to cover 

valuable 	assets.
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 PRINCIPAL INVESTIGATOR'S RESPONSE 1O THE R17PORT 
 * 

English version of response not yet provided.
 



Ernst &Whinne, oGPO.o 104 
Slnlhon Buildbg, 9th Floor,
132 Wlrelesq Road, Bangkok 10500, Thailand. 

Telephone 2500'2337
 
Dr. Rapepun Wititsuwannakul, Cable: EF3NSTAUF,T BANGKOK
Telex- 87661 ERrSI TH 
Principal Investigator, FAX:- (66) 2-2501479 
Department of Biochemistry, (formerly 7uTrquand Youngs & Co.) 
Faculty of Science, 
Prince of Songkla University,
 

SONGKLA. 

Dear Sir/Madam, 

PRINCE OF SONGKLA UNIVERSITY 

GRANT NO. 936-5542-C-00-6054-O0 

BIOTECHNOLOGY APPLICATION FOR CHARACTERIZATION 

AND SELECTION OF BETTER YIELDING RUBBER CLONES
 

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 re date of thi, letLt,_r in order that tne 

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

provide us with any additional intcrmation/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 section 6.2 pie:Fse state whether tLh equipment 
had been received or noL and the cost ot the epqii ,wierit. 

(ii) Set out in 7.4 please Fstate whether or not the three staffs not 

addressed in the budget perform services related to this grant. 

We would like to take this opportu:nity to express our appre- lation to all 

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

Yours faithfully,
 

CA/kte 
 " 
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N fNfNw e*t*.Englrlard Nul~ear 
$9W&vSi lsy V s 02' $11
TOLLRadioch ical Specifications 

CAUTION,NOT FOR USE IN HUMANS OR CLINICAL DIAGNOSIS: this product is intended for research 
or manufacturing use only. It is pharmaceuically unrefined and verification of its suitability for use in humans 
or as a clinical diagnostic reagent and the comliance with all Federal and State laws regulating such 
apolications is the sole resconsibdity of the purchaser.

NEC-642 COENZYME A, DL-3-[GLUTARYL-3- 1 4 CJ-

HYDROXY-3-METHYLGLUT.ARYL 

SPECIFIC LOT DATA 

LOT NU,1MBER: 2245-266-- ---- ICH3 
/ SSPECIFIC ACTIVITY: 43.2 mCi/rinol 

/l CONCENTRATI ON : HO-*C-CH, 
0 00 mCi" n o mg in ml I 

>;..' 
'mCi; 

0.05 mCi;_ 
______ 

mg 
mg 

in 
in_ 

ImlH 
ml OC-S-CoA M.. 911.7 

in PACKAGING: Aqueous solution (p1 approximately 5) in a combi-vial, 
hipped in dry ice. 

STABILITY AND STORAGE RECOMMENDATIONS: The rate 
- _of decomposition of coenzyme A, DL-3-[glutaryl-3-14 C ] hydroxy 3 .rnethyl. 

glutaryl is less than 2% for six months when stored in aqueous solution at
 
-20'C, pH appruxiioat2ly 5. The purity should be checked prior to use and
 
the material repurified if a few percent of impurities accumuldte.
 

RADIOCHEMICAL PURITY: Initially greater than 98.2, determined 
on 5/02/ by high performance liquid chromatography (-HPLC) using a 
reverse phase microparticulate matrix. The column is eluted with methanol:
 
water, (50:50) containing .O05M tetrabutyl ammonium phosphate and the column 
effluent is passed through in-line radioactivity and ultraviolet (260 nm)

detectors. Compound identification and purity are determined by automatic 
recording and electronic integration of detector signals.
 

Alternately the radiochemical purity may be checked by paper chromatography 
using the following solvent system: n-butanol:acetic acid:water (5:2:3) 
on Wha tman #1 paper at 5'C. 

CHEMICAL PURITY: Determined by ultraviolet cpectrophotometry at pH 

7.0 in O.1M potassium phosphate buffer. 

Ratios of Absorbance
 

250nm .89 280nm
 
260nm 260nm _ 16
 

290nm = .01 232nm
 
260nm 260nm
 

Amax 259 nm 

The ratio of hydroxamic acid to adenine was 1.00 (1). 
fTED WARRANTY (OVER) 

Na.# E igland NuClear iNEN) warvqnl3 that. at the lime of shipment, the pfoducts soid by it unless otherwoe provided in writing by NEN No claim $hall be honored it tPe cusiomerlfails
irare trom detects in malerial ind wOrkmnansn-o Ind ronlor to sOecificatons which to So notify NEN withn the prriod soe(;fiiec. The solo and exclulive remedy of theaccormoiny the produc. NEN makes no other warranty, expres ofr Implied, with customer for any liability of NEN of any kind Including tiabilitybased upon warran t rn ecto0 the Products, including any warranty nf mar.hanlabillty or fitness forany (eupress ot implied. whether contained herein or ellewheret. strict liability, Conltr*Ct 

y 

p Icultr purpose. Because of the nmerent susce.2!oibly o deleriOafhon of racdoactiie or Otherwise is limed '7 the replcement of the good or the refund of the invoice 
p iucs.notificaionof anyteech ofwarrantymustbe macewithin60 a& ofreCeptof prlce of the goods I.H1 shall not In any c5se be liable f r special. Incldentul r" 
wthsnnh hAeit of thor atooisoiooe contlanin the poo whichever periodil shorlf. consequential daniagjstof any kind. \ 

I 



OUALITY CONrROL The radiochenial purit, cf Xf,!zT1e A, DL-3­
[glutarvl-3-;"C]-hvdroxy-3-methvyllr' ryI is nheckei a[ lm v.r 6 monthQ 
using one of the above chromtograDniC systcems, Cui rem purity data is 
available upon request. 

PREPARATIVE PROCEDURE: C'ei2:;' A. DL-1 -fltt ._.-3-1 'CJ-hydroxy­
.3-methylqlut:-ryl is prepared from c e,_zyre A and 3-hy!r ., ,,-4-:e&'vi tlutaric
 
anhvdride, [3 -'"C]- accordinc to a mcdifi at "AW ;r,,.', , -f G&lorlo, (far
and Pitot (2). The product is purified by paner chrurmatolraDhy, 1he final 
solution is filtered through M 1 0m0re fiitr disc, .rnd diluted to the 
desired concentracion. 

REFE REIN CES: 

() L.R. Stadtman in S.P. Colowick and N.O. Kaplan, Metheds in uEnzymoloay, 
101.I1!, Academic Press, New York 197, p. 931. . . 

(2) S. Goldfarb and H.C. Pitot, J. of Lipid Res., 12, 512 (1971). 
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