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UNITED STATES GOVERNMENT

Memorandum

TO: Or. John R. Eriksson DATE: January 29, 1988

Director, USAID/Thailand RIG/EA-88-103
. ["' ’
FROM: Leo L.5Laaét/€

Regional Inspector General for Audit

SUBJECT: Audit Report No. 2-493-88-08-N
Audit of the Research Grants for Malaria Center Region
2, Chiangmai, Department of Communicable Disease
Control, Ministry of Public Health, Project No.
398-0249 :

Attached is a copy of the final report on the subject audit.
The certified public accounting firm of Ernst & Whinney
(Bangkok) prepared the report 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 grant and other applicable A.I.D. policies and
procedures and to identify and evaluate the accounting systems
and internal controls of the funds.

Malaria Center Region 2, Chiangmai, DOepartment of Communicable
Disease Control, Ministry of Public Health was the recipient of
A.1.D. grant amounting to $60,100 under the Program Development
and Support Project No. 398-0249 which was to enhance science
and technology development in Thailand. The grant was for the
period June 20, 1983 to December 3), 1985 and provided for
research on "Comparison of Two in Vitro Techniques for Culture
of Plasmodium Falciparum."

The auditors performed substantive and compliance tests on
transactions totaling $46,472 or 84% of actual expenditures,
Of this amount, $6,107 in costs were guestioned. 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 Malaria
Center Region 2, Chiangmai, Department of Communicable Disease
Control, Ministry of Public Health guestioned costs in the
amount of $6,107, and that USAID/Thailand 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 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 "Audit of Science
and Technology Research Grants, Project No. 398-0249."



Ernst & Whinney Sinthan Bullding, 3ih Floor,

132 Wiieless Roal, Bangkok 10500, Thailand.
Telephone: 2500233.7

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

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

Mr. Leo L. La MoLte,

Regional Inspector General/Audit,
Agency for International Development,
Ramon Magsaysay Center,

1680 Roxas Blvd., Manila 2801,
PHILIPPINES.

Dear Sir,

MINISTRY GF PUBLIC HEALTH
~ Grant No. 936-5542-G-S5-3035-00

We have completed our examination of the systems and controls with respect
to the above captioned in a:cordance 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 wmatters dealt with in this report are based on the information and
documents provided to us and therefore our comments cannct be expected to
be exhaustive and to Include all possible weaknesses on the systems of
accounting and Internal control.

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

Yours faithfully,

I~ \

Encl.
RT: jk



Ernst & Whinney
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INTRODUCTION

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

summarised as follow :-

GRANTEE : The Royal Thai Government acting through the Department
of Technical and Economic Cooperation. Malaria Center
Region 2, Department of Communicable Disease Control,
Ministry of Public Health will act on behalf of the
Department of Technical and Economic Cooperation

concerning the administration of this grant.

GRANT ¢ The grant 1included in the exercise is swmmarised as
follow :
Grant No. : 936-5542-G-SS-3035-00
Project Outline : Comparison of Two In Vitro Techniques
for Culture of Plasmodium Falciparum
Project Perlod ¢ 20th  .June, 1983 to 3lst " December,

1985

Budgeted Amount : US$ 60,100
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- 2 -
RESULT OF AUDIT
Fund Actual
Date of Received Spending Questioned
Report to date Reported Amount Verified Costs
Us$ uss$ USS$ % us$g
31/12/85 55,373 55,373 46,472 84 6,107
REMARK : The above tabulation 1is based on the

INITIAL DISCUSSION

exchange rate of US§ 1 = Baht 26 which had
been adopted in translating Baht figures to
U.S. dollars,

¢ For questioned costs, details are set out in

individual grant report in Baht value as per

Appendix I.

Initial discussion with the Principal Investigator, the field work in

respect of evaluating,

reported expenditure

agreement and final

testing the systems of internal control,

compliance thereto with terms of grant

discussion on findings with the Principal

Investigator were conducted during 15th April, 1987 to 17th April,

1987.
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3. ADMINISTRATION OF GRANT

Malaria Center Region 2 Principal Investigator

- Receiving of fund -
- Custody of project

fund [
- Procurement of goods

and services /

- Receiving of goods

and services /
- Disbursement

authorization N
- 3taff recruitment /

- Recording of books
of account /
- Financfel report /

~ Cusfody of books

of account /
- Physical control /
- Management control reviev of operating
performance
4.  AUDIT

At the time of this exercise no audit .had been conducted by the
internal auditor of Department of Communicable Disease Control or

Department of Technical and Economic Cooperation and Office of the

Auditor General of Thailand.
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SCOPE OF WORK

The objective of the exercise is to review financial and internal
control systems established by the research grantee institution.

Specifically, under the terms of the engagement this encompasses :

5.1 Hold initial discussion with research grantee institutioan and
principal investigator concerning systems review and audit work
to be performed.

5.2 Examine the accounting systems and internal controls of the
grantee institution.

5.3 Ascertain the propriety of procedurés used by the grantee to
authorize and bill USAID for expenditures ﬁnder 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 has completed with the terms of
the grant.

5.6 Prepare an audit report for RIG/A/MANILA which should include an
outline of specific deficiencies as well as any recommendations

for improvement.

The examination wac 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's 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 does not include coverage of the economy and efficiency of

operations, nor do we attempt to agssess 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 Funde/aAnd Request For Funigs cof Malaria
Center Region 2, for the grant and the period 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 Govermmental Organisations, Program, Activities and
Functions, issued by the U.S. Comptroller General in 1981, 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 6,107 as set out in section 1 of this report which we
have questioned for the adequacy of supporting documentation and for

disallowance under the terms of grant agreement .

In our opinion, subject to the effects «t 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 Cf ¢unds/And Request
For Funds of Malaria Canter Region 2 for the grant and the period as
set out in section 1 presents fairly the expenditur.s, in conformity

with generally accepted accounting principles.

This report 1is intended solely for the use of the Agency for
International Development and shouid not be used for any other

purposes.
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COMPLIANCE MATTERS

We have examined the Status Of Funds/And Request For Funds of Malarlia
Center Region 2, for the grant and the period as sat out in section 1

of this report.

Our examination was made in accordance with generally acceptéd auditing
standards; the provisions of Standards for audit of Governmental
Organisations, Programs, Activities and Functions, promulgated hy the
U.S. Comptroller Ceneral, as they pertain to financial and compliance
audits; the Guidelines for Finaucial and Compliance Audits of AID
Financed  Agreements and accordingly included such tests of the
accounting records and such other auditing procedurzs as we cuasidered

necessary in the circumstances.

In connection with our examination, we fourd that for the grant. items
tested, Malaria Center Region 2, complied wich the materia® terms and
conditions of the terms of granu agreement, euleps . staced  in the

individual grant report as per Appeadix I oi thiz report.

As  for the transactions not tested, based on cur examination and the
procedures referred to above, nothiug came to our attention to indicate
that Malaria Center Region 2, had not complied with .ne 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 1in 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 presanibed by OMB
Circular A-122 Cost Principles for Nonprofit Institutions and the
terms and conditions of the grant agreement . Because of inherent
limitations {n any system of internal accounting control, errors or

irregularities may nevertheless occur and not be detected.

Our study and evaluatlon 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 duriung 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 ~onditions of Lhe grant agrcement and our comments
cannot be erpected to include all pcesible weaknesses in the systems of
accounting and internal control. Accordingly, we do not express an
opinion on the system of internal accounting control of Malaria Center
Region 2 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 evaluarion of

internal ac sunting control are as follow :

8.1

8.2

PURCHASE AUTHORISATION

Findigg

Certain purchase orders were authorised after the receipt of

goods.

Recommendacion 8.1
. 7 4

In order to set out the understanding betweeu vendor and buyer as
to quantity, quality, prices etc. it is recommended that all

purchases ba authorised prior to the receipt of goods.

DISBURSEMENT -~ TERM OF GRANT AGREEMENT
Finding

The revision of line f{tem has no written approvael from USAID.

Recommendation 8.2

It is recommended that disbursement not in accordance with the

budget should be made against prior written approval from USAID.
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8.3 SEGREGATION OF DUTLES

Finding

The following functions are vested solely with one staff
(1) prepare cheques

(ii) sign cheques (joint cheque signatory)

(iii) record cash book

Recommendation 8.3

It is recommended that function (iii) be assigned to another

staff in order Lo prevent possible intentional manipulation.



Ernst & Whinney

RESEARCH GRANT
MALARIA CENTER REGION 2, CHIANGHAL
DEPARTMENT OF COMMUNLCABLE DISEASE CONTROL
MINLSTRY OF PUBLIC HEALTH
GRANT NO. 936-5542-G-55-3035-00
COMPARISON OF 1TWO IN V1IThO TECHNIQUES FOR
CULTURE OF PLASMODIUM FALCIPARUM

PREPARED FOR : REGIONAL INSPECTOR GENERAL/AUDIT/MANL1LA

PREPARED BY : ERNST & WHINNEY (BANGKOK)

Appendix I
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RESUL'T OF VERIFLICATION OF DISBURSEMENTS

Fund received Actual

Degcrlption Total Budgeted to date Spending Verification
uss Baht Baht Baht Baht _h
SALARY 15,000 345,000 309,692 309,692 309,692 100
TRANSPOR~
TATION
AND PER DIEM 1,000 23,000 7,980 47,980 40,580 84
PROCUREMENT 37,000 851,000 723,666 723,666 601,414 83
MISCELLANEOUS 1,100 25,300 358,366 358,366 256,581 72
CONTINGENCY 6,000 138,000 - -
TOTAL 60,100 1,382,300 1,439,704 1,439,704 1,208,267 84

REUARES

fudgetel and actual cozt for Ur. Barbara Jacobs's services
amounting to USS 27,300 or Babt A12,500 were excluded from
"Status of Funds/And Request for Funds". Based on
discnssion with Dr. Udom, Principal Investigator, the said
amsunt oas dlrectly pald to Dr. B. Jacobs by USALD whereby
the relevont supporting documents are presently kept at

USALD.
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6.1

6.2

Questioned
Cost
(Baht)

Based on total expenditures per "Status of Funds/And
Request for Funds'" as at 3lst December, 1985, Baht
537,404 or 4 percent exceeded the Baht budget. Based
on inquirles there was no written approval for the
excess. According to the Principal Investigator,
such excess could have resulted from the Baht

Devaluation in 1984.

Per diem of Baht 9,500 paid for Dr. Udom for his
travelling to U.S.A. whereby the amounts approved by
AID as per letter of approval dated 8th March, 1985
wag only Baht 8,000,

1,500
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6.3

Equipment prices over Baht 20,000 were procured
under price agreeing method instead of price inquiry
method as required under Royal Thai Goverument (RTG)
regulation. Thus, reasonableness of the prices

cannot be verified as follow :-

Payment Voucher # /dd. Amount
8 /[ 22.9.83 56,280

/ - do - 27,500

12 /| - do - 199,620
13 /! =~ do - '59,563
20/ -do- 41,750
384,713

The documentation in respect of price fuquiry method
are subsequently submitted to Ernst & Whinney after
the fssuance of draft Individunl veport. As
explafined by the Principal Investipgator, such
documentation were kept in a separate flle and could
not present to Urnst & Whinney durlng the time of

exercise.
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7. COMPLIANCE - TERMS OF GRANT AGREEMENT

Based on the samples selectad thero has been compliance
with the terms of grant agreement..  The cexceeptlons arc as.

follow ;

7.1  As stated on supporting documents (ep : per  receipt
for 50 boxes of slide; per purchasc order for 500
boxes of slide ground edge), slide producta of Baht
19,300 purchased were made in People's Replublic of

China ag detailed by the-following :-

Payment: _ Amount

Voucher No. Date Description (Baht)
22/12 28.12.84 50 boxes of alide 1,800
20/6 21. 5.85 500 boxes of slide
ground cdge 17,500
19,300 19,300

Y]
.
&N

Payments for miasenllaneous expenscs of Ralr 187,702
could lies qq«nt!uuoﬁh A5 tn whether 1t should be
tecloos e Le a5 Procurements  fg ordei L Lo form a
proper basis  for the computation cor 15 percent

allowable varispen,

Coat of laborntory and chemfcal suppliog veeord . ng
"Miscellanen«q Expende" Ilnatead of allocation to

"Procurement! i tem.

7.3 The tranafer of "Contingency Uin, tirm  ar Raht
138,000 1o "Mlseellancoust apd "Iranepoctation  and
Per  Diew" waore pade vithont requeast. oL ancftten

approval lrom USALD. 138,000
*

Total Quaotionsd Costs 158,800

* The amount of Daht 158,800 1o eqnal to US do]tae- 6,107 at the /

exchange rate of 1U5$ = paht 6. )/


http:28.12.84
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3. STUDY AND EVALUATION OF [NTERNAL CONTROL

Findings and recommendations resulting from study and evaluation of

internal control are categorised into two types as follow
(1) shortcemings 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.

- 1in securing compliance with the terms of grant agreement.

(i1) Improvements in order to supplement the existing system of

internal control.
8.1 SHORTCOMINGS OR LACK OF INTERNAL CONTROL
2.1.1 Furchas. Anthovication

Certain pur-hiase orders were agtliorised after the receipt

of gnods.

In order to set out the understending between  vendor
and buver as to quantily . gquespity, prleas cre. it is
recommendrod  that o1l purchaara ba authorised prior to

the receipt of pond«,
8.1.2  Disbursement - Term of Grant Apceement

Ancillery Lo 7.2 is that the revi-icn of line item has

no written approval from USALD.

[t is recommended that dtabursement net Ln  accordance
with the budget should be made against prilor approval

from USAILD.
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8.2

IMPROVEMENTS

8.2.1

8.2.2

8.213

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

payments had been made in crder to prevent resubmission.
Segregation of Duties

The following functions are vested solely with one

staff :-

(1)  prepare cheques
(11) sign cheques (joint cheque signatory)
(iti) record cash book

It is recommended that tunction (Lii) be agsigned to
another staff in order to prevent possible intentional

manipulation.
Withholding Tax - Pevsonal Income tax

Payments of honororium and per diem allowance exceeding
the rate authorised by the Revenue Authority to project

person are not subjected to withholding 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).

Tt is recommended that withholding tax be deducted when
such payments are made to staff in order to preclude the
" nsequences of the Revenue Code despite the fact at

this point fun time the amount involved is insignificant.

vl
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9. PRINCIPAL INVESTIGATOR'S RESPONSE TO THE REPORT



. . G.P.0. Box 1047
Ernst & Whin ney Sinthon Bullding, 8th Floor,
132 Wireiess Road, Bangkok 10500, Thalland.
Telephone: 2500233-7
Cable: ERNSTAUDIT BANGKOK

11th June, 1987 Telex: 87661 EANST TH
FAX: (66) 2:2501479

(formerly Turquand Youngs & Co.)
Dr. Udom Chitprarop,

Principal Investigator,
Malaria Center Region 2,
CHIANG MAI.

Dear Sir,
MALARIA CENTER REGION 2

COMPARISON OF TWO IN VITRO TECHNIQUES FOR CULTURE OF PLASMODIUM FALCIPARUM
GRANT NO. 936-5542-G-55-3035-00

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 the report.

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,
\_O :) \

CA/kte

P









m U.S. INTERNATIONAL DEVELOPMENT COOPERATION AGENCY

SoIEN;
ﬂ;gﬁhﬂd USAID THAILAND
‘ijiii} BANGKOI, THAILAND
TELEPHONE: 252-8§91.9

UABLE : USAID TOAILAND

MAR - 8 1985

Dr. Udom Chitprarop
Director, Malaria Center
18 Boonruangrit Rd.
Chiangmai 50000

Subject : Grant Ho. 936-5542-G-SS 3035-00
Comparison o7 Two in vitro Techniques for Culture of
Plasmodium falciparum

Dear Dr. Udom:

I would Tike to inform you that your request for disbursement of Baht
8 ,000 for per diem to attend the "Asia and Pacific Conference on Malaria:
Pract1ca1 Considerations on Malaria Vaccines and Clinical Trials" is

approved.

I hope that you will be able to exchange ideas and information with other
scientists and therefore advance your research in Chiangmai.

Sincerely,
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7 RECENVED

Malaria Center, Chiengmai
18 Boonruangrit Road
Chiangmai 50000

12" November 1987

Ernst & Whinney
Sinthon Bullding, 9th Floor
132 Hireless Road, Bangkok 10500

Dear Six,

Comparison of two in-vitro techniques for culture of Plasmodium faleirorum,
Grant No, 936-5542-G-53-3035-00

Thank you for your letter dated 21St0ctober 1978 asked for English versicn
of our explanation letter, along with this letter the English versicn was
attached.

Tour Sincerely,
LL_&UM 6{1‘,\& &)—wwv’}’ .

(br. Udom Chitprarop)
Principal Investigator



( Translation from Thai versi.n

Melaria Center, Chiangmai,

18 Boonruangrit Road,

Chiangmai 50000, Thailand,
| st July 1987

To Director of Ernst & VWhinney

Explanation for certain expenses of the reseach grant lio,
9365542 ~-G~59-3035-00

Subject

Referenses ¢ 1, grant No. 936-5542-G-8s5-3035-00 Comparison of two in vitro
techniques for culture of Plasmodium falciparum.
2, Your letter dated 11 June 1987
3. Our cable dated 18 June 1987.

Addendum : 1. Fhotocopy of letter from Ministry of Treasury, Department of
Central Accomting, No, 0503/419 dated 21 February 1987,
2, Photocopy of relevant documents concerned with prices of

gcientific equipments costing over 20,000 Baht. six items
listed :

a) Hovizontal Laminar flow

b) Millipore

c) Hot air oven

d) Incubator

e) Autoclave

f) Balance

As requested in your letter daled 11 June 1987 and your draft repcrt on

research grant, clarification on certain points are given as follous :-

6.2.1 Per diem amounting to Baht 6,500 paid to Dr. Udom compared to Baht
8,000 approved by USAID

Explanation : The original reguest made to pay perdiem to Dr. Udcm
vas on the Thal governnent rate Baht 800 per day, However, the new governnment
rate of Baht -050 per day was introduced from 31 January 1685, Dr, Udcm having
his travel during the period April 20-30, 1685 it was felt that the AID authori-

zation in principle would cover the current per diem rate,



6.2.2 Equipment prices over Baht 20,000 procured under price agreed
method instead of price inquiry method.

Explanation 1 The equijpment concerned were procured under the
price enquiry method as for Thal govermment regulation. Unfortunetely,
relevant documents were not made available to the auditors at the time of
thier visit., With it responsible staff being absent, questions-anstiered by
another staff did not give full detail. Photo copies of these price irquiries
are attached to the letter.

7.1 Microscopical glass slide costing Baht 19,300 were precduced
in Peoples Republic of China,

Explanation

The slide were purchased from a company quoting the lowest price, unfor=
tunately no enquiry was made on country of 6rigin, because the price nct over

Baht 20,000.

7.2 and 7.3 Payment for miscellaneous expenses together with

transfer of contingency line item without verbal or written approval from

USAID
Explanaltion

Reimbursement of the grant together with transfer of item was made by
sending the accountant to USAID in Bangkok. We understand that this has

authorised the action.

He would like to thank you for your kindly consideration of this matter,

Youirs sincerely,
\}Lcna GjZX‘647Vn} .

( Dr. Udom Chitprarop )
Principal Investigatar
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