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Director USAID/Thailand 
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for Audit
 

SUBJECT: Audit Report No. 
2-493-88-12-N

Audit of the Research 
Grants for Mahidol University,

Project No. 398-0249
 

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

Mahidol University 
 was the recipient of five
totaling $730,711 under the Program 
A.I.D. grants


Development
Project and Support
No. 398-0249 which 
 was to enhance science
technology development in Thailand. 
and
 

to $150,000 The first grant amounting
for the period March 5, 1984 to 
 September 30,
provided for research on 
1987
 

Transmitting Snails 
"Biological Control of Schistosomiasis
in Southeast 
 Asia." A second grant of
$149,930 for the period 
May 17, to
1984 September 30,
focuses on "Improvement of Bacterial Agents 

1987
 
Mosquito Vectors." for Control of
A third grant 
 of $131,500 for
June 10, the period
1985 to Octooer 

Through 

31, 1988 deals with "Fiber Farming
Weed Utilization." 
 The
August 8, 1985 
fourth grant of $150,000 from
to November 30, 1988 
 rasearched
Diversity of on "Antigenic
Plasmodium 
Vivax." 


the period August 7, 
Another grant of $149,281 for
1985 to November
"Development 30, 1988 pertains to
of Immunodiagnosis 
 and Improvement
Immunotherapy of Snake Venom Poisoning." 

of
 

The auditors performed substantive 
 and compliance tests
transactions totaling 
 $392,977 or 
on
 

94% of actual expenditures.
Of this amount, $140,244 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
University questioned with Mahidol
costs in the amount of $140,244, and that
USAID/Thailand 
assist the Univeristy 
 to resolve internal
control problems identified 
 in this report. These
recommendations however will not 
be separately included in
Inspector General's the
audit recommendation 
follow-up system by
mutual agreement of USAID/Thailand and 
 RIG/A/Manila.
these Instead,
recommendations 
 are consolidated 
 into Audit Report No.
2-493-88-04-N 
 entitled "Audit of 
 Science and 
 Technology
Research Grants, Project No. 
398-0249."
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G.P.O. Box 10417Ernst &hinney132 Wireless Road, Bangkok 10500, Thailand. 

Telephone: 2500233.7 
Cable: ERNSTAUDIT BANGKOK 
Telex: 87661 ERNST TH 
FAX: (66) 2-250147926th August, 1987 (Jbormerly Turquand Youngsd Co.) 

Mr. Leo L. La Motte,
 
Regional Inspector General/Audit,
 
Agency for International Development,
 
Ramon Magsnysay Center,
 
1680 Roxas Blvd., Manilp 2801,
 
PHILIPPINES.
 

Dear Sir,
 

MAHIDOL UNIVERSITY
 
- Grant No. 936-.5542
 
- Grant No. 936-5542
 
- Grant No. 936-5542-G-00-5058-00
 
- Grant No. 936-5542-G-00-5078-00
 
- Grant No. 936-5542--O0-5079-00
 

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

The matters dealt: with in th.s report are based on the information anddocuments 
 provided to us avd therefore our comments cannot be expected tobe exhaustive Lnd 
 to include ail possible weaknesses on 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.
 

Your0 faithfully,
 

Encl. 
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 contants are 

summarised as follow
 

GRANTEE The Royal Thai Government acting through the Department of 

Technical and Economic Cooperation. Hahidol University
 

will act on behalf of the Department of Technical and
 

Economic Cooperation concerning the administraticn of the 

grant.
 

GRANT The grants Included in the exercise are sunnarised as 

follow
 

Budgeted
 

Project Project Amount
 

Grdnt No. Outline Period US$
 

936-5542 Biological Control of 5/3/84- 150,000 

(Dr. Suchart U.) Schistosomiasis 30/9/87 

Transmitting Snails 

in Southeast Asia 

936-5542 Improvement of Bacterial 17/5/84- 149,930
 

(Dr. Somsak P.) Agents for Coitrol of 30/9/87
 

Mosquito Vectors
 

936-5542-G-00-5058-00 Fiber Farming Through Weed 10/6/85- 131,500
 

Utilization 31/10/88
 

936-5542-C-00-5078-00 Antigenic Diversity of 8/8/85- 150,000
 

Plasmodium Vivax 30/11/88
 

936-5542-G-00-5079-00 Development of 7/8/85- 149,281 

Imnunodiagosis and 30/11/88 

Improvement of
 

Imunutherapy of Snake 

Venom Poisonirg
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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% US$ 

936-5542 

(Dr. Siicitart 	U.) 31/1/17 89,306 89,386 
 84,643 	 95 39,954
 

936-5542-G-00-5078-00 31/3/8-7 73,450 72,797 68,548 94 1,794 

936-5542-G-00-5079-00 28/2/87 63,456 727738 71,983 99 9,275 

386,133 417,801 392,977 94 140,244 

REMARK 	 The above tabulaticn is based on the exchange rate of 

US$ 1 = Baht 26 which had been adopted in translating Baht 

figures to U.S. dollars. 

For qurestioncd costs, details are set o'.tL in individual grant 

reports in Balit value as follow 

Grant Humber 	 Appendix 

936-5542 (Dr. Suchart U.) I 

936-5542 (Dr. Somsak P.) 11 

936-5542-G-00-5058-00 	 I1
 
936-5542-G-00- 5078-00 	 IV
 

936-5542-G-00-5079-00 

2. INITIAL 	 DISCUSSION 

initial discussion with the Principal Investigators, the field work in 

respect of evaluating, testing the systems of internal control, 

reported expenditure attd compliance thereto wi th tvrms of grant 
agreement and final discussion on findings with the Principal 
Investigators were conducted during 12th May, 1987 to 23rd June, 1987. 



3. ADMINISTRATION OF GRANTS
 

Grant No. Grant No. 
 Grant No. Grant No. Grant No.
 
936-5542 936-5542 
 936-5542-G-
 936-5542-G-
 936-5542-G­

(Dr. Suchart) 
 (Dr. Somsak) 00-5058-00 00-5078-00 
 00-5079-00
 
Mahidol Princtoal Mahidol Principal 
 Mahidol Principal Hahidol Principal Hlhidol 
 Principal
 

UnLversity Investizator Universit,! 
rnve~titator Universitv investigator University Investigator UnLvtrsity lnvestiva:o: 

- Receiving of fund
 

- Custody of
 

project fund 
 I
 

- Procurement of 

goods and
 

services I I I I
 

- ReceivinS of goods 
and serwices I ] I I 
 I
 

- Disbursement
 

authorization I I 
 I. 1 I
 
- Staff recruitment ! I.
 

- Recording of book
 
of account I 1 1 1 
 1
 

- Financial report 
 I .' 

- Custody of books 

of account I / 
- Physical control / j '. I
 
- Management 

control review of review of 
 review of 
 review of 

operating operating opera, ing opetating 
performance performance 
 performance performance
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4. 	 AUDIT
 

At the time of this exercise no audit had been conducted by the 
internal auditor of Mahidol University or Department of Technical and 
Economic Cooperation and Office of the Aidlto- Geneial of Thailand. 

5. 	 SCOPE OF W4ORK
 

The 	objective of 
 the exercise is to review financial and internal
 

control systems established by the research grantee institution and the
 
principal investigators. Specifically, uider 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 6e performed.
 

5.2 	 Examine the accounting systems and internal controls of the
 

research grantee instituticn and the principal investigators.
 

5.3 	 Ascertain the propriety of procedures used by the grantee to
 

authorize and 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
 

improvetnent.
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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 examin;,tion of research grantee 
instLitutiol/principal investigators' financial operating procedures, 
financial tra13act:i.ots, accounts and reports and included such tests of 
these records and such oth.r auditing procedures os were necessary in 
the circuinvtantces, Out audit does not include coverage of the economy 
and efficiency of operatLios, nor do we attempt to assess the results 

of the contract performance. 

Receipts and disbursements were documented and 
 reviewed. Compliance
 

and substantive tp:3ts were carried out.
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6. FINANCIAL STATEMENTS 

We have examined the Status Of Funds/And Request For Funds of Mahidol
 
University for the grants and the periods as 
oat out in section 1 of
 

this report.
 

Our examination was made in accordance wi.th genczally accepted auditing 

standards and the financial and compliance Jlements of the Standards 

for Auditing of Goverinmental Organisations, Program, Activities and 
Functions, issued by the U.S. Comptroller General in 1981, and 
accordingly included sjuch tests of the accounting records and such 
other auditLrtg procedures as we considered necessary in the
 

circumstances.
 

The Status Of Funds/And Request For Funds Inctudes costs in the amount 
of US 4ollars 140,244 as set out in sectioi) I of this report. which we 
have questioned for the adequacy of supporting documentation and for
 

disallowance under the terms of grant agreements. 

In our opinion, subject to suchthe effects of adjustments, if any, as 

might ha',. been required had the ultimate resolution of the 
allvwabilit.y ui the questioned costs contained in the Status Of
 

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

For Funds of MalhlIol University for the grants and the periods as 
 set 
out in section 1 pr'.9en.s 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 MATTERS
 

We have exa-'ned the Status Of Funds/And Request for Funds of Mahidol 

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

this report. 

Our examination waj made in accordance with generally accepted auditing 

standards; the provisions of Standards for Audit of Governmental 

Organisations, Programs, Activities and Functions, promulgated by the 

U.S. Comptroller General, as they pertain to financial and compliance
 

audits; 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 ,-tr examination, wc found that for the grant items 

tested, Mahidol University complied with the material terms and 

conditiong of the terms of grant agreement, except as stated below in 

the individual grant reports as follow 

Grant Number Appendix 

936-5542 (Dr. Suchart: U.) I
 

936-5542 (Dr. Somrak P.; II
 

936-5542-G-00-5058-00 III
 

936-5542-G-00-50 78-00 IV
 

936-5542-G-00-5079-00 V
 

As for the tran'.actions iot tested, based on our examination and the 

procedures referred to above, nothing came to our attention to indicate 

that Mahidol University had no conplied with the material terms and 

conditions of the terms of grnn,. 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 transactieps are executed in accordance 

with the research grantee institutic,'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/or the
 

termo and conditions of the grant agreements. Because of inherent 

limitations' in aiy syitsin of Inten1l accountLmng control, errors or 

irregu'aritien may tievertheless occor and not he detected. 

Our study and evalutiii reve'l fd ;:akncrses in the syntems of Internal 

control to which the weakner..es ntid rLecomm!7tilat;ons are addressed in 

this section. The wmat';r!, a-, dd r,'0d an;fe to c-ur niotice during the 

conduct of and r)!q odt(it hi ar' dez;igt ed primarilyfinaticial . .;;1kjCj f r 

with a view to the expre';sion of opinio, on the accounts and compliance 

with the terms and conditions of the grant agreements and our comments 

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

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

opinion on the system of internal accounting control of Mahidol 

University and principal investigators taken as a whole. However our 

study and evalution 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 

8.1 ADMINIST1ATION OF GRANT FUNDS 

Finding 

Administration of grant funds are by the principal investigators 

except for the areas as set out in section 3. 

Reconmendation 8.1 

In order to promote the efficiency and effectiveness of research 

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

time to be devoLed to rn5;tjrch work) admmiistratli.n could be 
performed b, Hbihtk !':mt ''rilty. Simi1'.rll7, the UJriiveslty may 

be in abet.' p'- I ,I'l u I ejr due to admtinistrative staff 

co pirplmen t , ,,,hoi- -" e'! L in admini.stration.w .;.- 1 IJ., ..om 

8.2 DISBURSEMENT - TERMS OF (3RANT/'PrWENT 

Finding
 

For the grants included in thev exercise except for Grant no. 936­

5542-G-00-5078-00 di.hbiirsc,,rents are not in accordance with the 

terms of grant agreement.and disallowable cost are made without 

prior written approval from USAID. 

Recotrunendation 8.2
 

It is recommended that disbursement not in accordance with the
 

terms of grant agreement and disallowable cost should be made
 

against prior written approval from USAID.
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8.3 BANK RECONCILIATION
 

Finding
 

For the three grants included in the Pxercie except for Grant no. 

936-5542 (Dr. Suchart U.), 936-5542 (Dr. Somsak P.) no 

reconciliation of cash balances in cash book of the project and 

bank statement is made. 

Recommendation 8.3
 

Such reconciliation should be prepared and documented on a
 

monthly basis and submitted to a higher responsible official for
 

review and be Jnitialled as evidence Qf rewiewing. 

8.4 SEGREGATION OF DUTI E 

Finding
 

The functions of ex ecution, revuordipg and eustody are vested 

solely with one person for the following grants 
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8.4.1 For Grant no. 936-5542 (Dr. Suchart U.) 

Principal Investigator Accountant
 

- Procurement of goods and services
 

- Receiving of goods and services
 

Prp.ring voucher for payment
 

- Being one cf .uthorized
 

signatories for signing cheque
 

- Engagement of staff
 

- AprOval of hiring termination 

- Prep,2rlng payroll sheet 

- Checking payroll sheet
 

- Distribution of pay packets
 

- Recording of cash
 

book
 

- Kept unused cheque
 

- Preparing cheque 

- Reconciliation of 

bank balance 

8.4.2 For Granlt. io. 936-5542--C.-0O-5079-00 

- Aporoval of hirlng/terzrnination 

- Prr.pi.atiot of payroll sheet 

- Arranging/distribution of pay packets 

ReconiendatLion 8.4 

It is recommended that the function of execution,
 

recording and custody be segregated f.om each other in
 

order to strengthen control over the project fund. 
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8.5 PAYMENT - SUPPORTING DOCUMENTS 

Finding
 

With reference to Grant no. 936-5542 (Dr. Suchart U.), and 936­

5542 (Dr. Somsak P.) in certain cases there are insufficient 

documentary evidence as to the receipt of payment by supplier. 

Recommendation 8.5
 

In order to substantiate payments the followings are
 

recommended : 

i) Third party evidence (i.e. official receipt) containing
 

details of naire or trade-name and location of the entity 

issuing the receipt, date, amount, kind, description,
 

quantity and price of goods be obtained.
 

(ii) Should this not be feasible (e.g. payment to individual),
 

photocopy of identification card including signatory of
 

recipient be obtained.
 

8.6 SEPARATiON OF USAID FUND
 

Finding
 

With reference to Grant no. 936-5542-G-00-5078-00 funds from
 

USAID transferred to the project are deposited in the bank
 

current account of Mahidol University and mixed with other fund.
 

This, however, is the general policy of the University.
 

Recommendation 8.6
 

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 madc from this account.
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8.7 AUTHORISATION FOR DISBURSEMENT
 

Finding
 

With reference to Grant no. 936-5542-G-00-5053-00 authorisation
 

for disbursement from bank accounts are signed by the Principal
 

Investigator only.

I 

Recoimmendation 8.7 

It is recotmnended that disbursements from bank accounts should be 

authorised by two persons in order to increase the element of 

checking as to the propriety of payments. 

8.8 PAYMENT - OFFICIAL RECEIPTS 

Finding/,Peconmtendation 8.8 

With reference to Grant no. 936-5542-G-00-5078-00 payments made 

for cent.ral re,'earc1 facility are Ouppo.ted by receipts which do 

not beat the Faculty's or University's seal atid sets out the name 

of the Dean ns the recipient. As discussed by the Principal 

Inveatlga tor cheques are made payable to the Faculty and such 

receipts is the standard procedure. It is recommended that in 

order to avoid confusion and to support the receiving of funds, 

receipts be substantiated with Faculty/University seal with the 

Faculty/University being stated as recipient, if possible.
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8.9 WRITTEN AGREEMENT FOR RENTAL OF LAND 

Finding
 

With referece to Grant no. 936-5542-G-00-5058-00 rental of land
 

at three project sites are made without written agreement.
 

Recommendation 8.9
 

It is re;commended that written agreement be prepared in order
 

that rights could be enforced under section 538 of the Civil and 

Commercial Code.
 

8.10 APPROVAL FOR RECRUITMENT OF STAFF OR RATE ADJUSTMENT
 

Finding 

With reference to Grant no. 936-5542 (Dr. Suchart U.) no written 

approval for recruitment of staff and rate adjustment are 

available such that there is no proof that recruitment of staff 

or rate adjustment are made by authorized person. 

Recommenda tio 8.10 

It is recoaiended that written authorization by a responsible 

person should be undertaken for any changes as to rate or 

personnel and be provided to accounting staff prior to
 

disbursements.
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8.11 	 EVIDENCE OF PAYMENT APPROVAL 

FirndIng 

With reference to Grant no. 936-5542-G-00-5078-00 no evidence of 

payment approval is available such that there is no proof as to
 

the approval of payment by authorised official.
 

Recommendation 8.11 

It is recommended that all payments should be subjected to 

approval prior to disbursements. 

8.12 	 TIME RECORD
 

Finding/Recommendation 8.12
 

For the grants included in the exercise except for Grant no. 936­

5542 (Dr. Suchart U.), and 936-5542-G-00-5078-00 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.
 

8.13 	 fISIJMACE OF PAYMENT VOUCHER
 

Finding
 

With reference to Grant no. 936-5542-G-00-5079-00 payment
 

vouchers are not prepared prior to disbursement for purchase of
 

equipment, material and supply. 

Recommendation 8.13 

In order to ensure that all payments are made with prior 

approval, payment vouchers should be prepared and effectively 

auLhorl.sed before disbursements. 
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8.14 	 RECORDING OF CASH BOOK
 

Finding
 

From the review of books of account of Grant no. 936-5542-G-00­

5058-00, receipts are nct recorded immediately upon receiving.
 

Recommendation 8.14 

It ia recommended that receipts should be recorded immediately
 

.pon receiving in order to facilitate control and administration
 

of cash.
 

8.15 	FINANCIAL REPORTS
 

Finding/Recommendation 8.15
 

With reference to Grant no. 936-5542-G-00-5058-00 in order to 

comply with the terms of grant agreement, financial reports 

hiould he submitted immediately to USAID after period ended Cie. 

quarterly). 
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6. RESULT OF VERIFICATION OF DISBURSaIENTS 

Description Total 9tidgeted 

US_ Baht 

Fund received 

to date 

Baht 

Total Expenditures 

Per Status Per Books 

of Funds of Acccunt 

Baht Baht 

Verification 

Baht % 

SALARY 30.800 

EQUIPMENT/MATERIAL 15,300 

TRAVEL - LOCAL S.040 

TRAVEL - REGIONAL b,000 

TRAVEL - INTERNATIONAL 26,A6( 

MISCELLANEOUS 

800,800 

397.800 

2C9,040 

390,000 

531,960 

1,000100 

646,478 

444,363 

239,412 

394,076 

492,273 

424 

646,478 

444,363 

239,412 

394,076 

492,273 

107,424 

631,140 

371,272 

246,286 

416,593 

504,475 

151,913 

631,140 

336,670 

238,67] 

367,066 

490,60-

136,579 

98 

76 

99 

93 

99 

127 

TOTAL 9;f , 2,324.026 2,324,026 2,321,679 2,200,731 95 
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Questioned 

Cost 

(3aht) 

6.1 From our review of the Status of Funds/And Request 

For Funds as at 31st January, 1987 revealed that the 

reported expenditures do not agree with the books of 

account. The discrepancy of which is due to the fact 

that the Status of Funds/And Request For Funds is 

prepared according to the amounts of fund received 

from USAID. Details of the discrepancy are as 

follow 

Description 

Total Expenditures (Baht) 

Per Over (under) 

Per Status Books of Books of 
of Funds Account Account 

Salary 

Equipment/ 

Material 

Travel-local 

Travel-regional 

Travel­

international 

Miscellaneous 

646,478 

444,363 

239,412 

394,076 

492,273 

107,424 

631,140 

371,272 

246,286 

416,593 

504,475 

151,913 

15,338 

73,091 

(6,874) 

(22,51.7) 

(12,202) 

(447489) 

2,324,026 2,321,679 2,347 

The discrepancies of "Salary" and "Equipment/Material" 

line items which were over reported, are questioned 

as to the adequacy of supporting documentation. 88,429 
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6.2 Test from book of account to source documentation 

reveals that the following transactions as recorded 

are not supported by any internal or external 

documentation. Although entries in the book of 

account refers to payment vouchers and after 

inquiries by Ernst & Whinney the person entrusted 

with accounting duties could not locate the requested 

documents. 

Cheque No. 

Date of 

Payment Description 

Amount 

(Baht) 

4530315 

4534571 

4534576 

7731501 

18-11-85 

1- 4-86 

29- 4-86 

20- 5-86 

Subcription fee 

Paid to Dr. Suchart 

- do -

- do -

3,010 

14,000 

25,100 

977 

43,087 43,'087 

6.3 In certain cases there are insufficient documentary 

evidence as to the receipt of goods/services whereby 

no receiving report nor acknowledgement on delivery 

order was prepared, as detailed by the following : 

Date of 

Payment Description 

Amount 

(Baht) 

2.11.84 

16.10.85 

18.11.85 

Air Conditioner 33,400 BTU 

Paper Boxes 

Lamp 

29,500 

550 

225 

30,275 30,275 

-mu----. 
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7. COMPLIANCE - TERMS OF GRANT AGREEMENT 

Based on the samples selected there has 

with the terms of the grant agreement. 

are as follow 

'been 

The 

compliancd 

excgDtions' 

7.1 The following payments of foods and beverages are 

questioned as to whether they are entertainment 

expense which is disallowable under the "Stahdard 

Provision of which such disbursements are made 
without prior written approval from USAID. 

Payment Date Description Amount (Baht) 

21- 8-84 

.5- 4-85 

15- 7-85 

15- 8-85 

2- 9-85 

1.6-10-85 

1- 5-86 

7.- 7-86 

11- 9-86 

23-12-86 

Foods and Beverages 

- do -

- do -

- do -

- do -

- do -

- do -
- do -

- do -

- do -

4i,139 

716 

1,4,19 

8,354 

2,024 

2,225 

3].0 

677 

1,251, 

9'41 

19,156 19,156 

7.2 Payment for traffic fine of Baht 200 which 

included as "Miscellaneous" (Partial payment 

cheque no. 1240536 dated 15th August 1985) 

disallowable under the Standard Provision. 

1f; 

WJ 

1,; 

200 
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.. i.ravel.. 	 0o d1 expense,3 fc; Southeast Asia and 

U.S. 	 cf oait 367,066 and 490,605 respectively were
 

made without presence tc USAID for written approval
 

an itinerary of each planned trip as required by
 

section 15 of StUndard Provision. 857,671
 

Furthermore, included in the aforementioned are the
 

following payments :
 

(i) 	 Payments for travel tax of Baht 21,000 were
 

made, the details are as follow
 

Date of Amount
 

Payment Description (Baht)
 

31/ 5/84 Travel tc Malaysia 2,000
 

684/ Travel - ih',Ippiae 2,000
 

::, . 5 - do - 3,000
 

i'2-. - - 2,000
 

-)~?., 5//3 1'rave L Juck, L, and
 

Kuala :urp tr 2,000
 

3 51'8 b T~av,. ,.. .p!;.ne. 2,000
 

"221.,/ Travel.ot>: Fong and
 

2,000
 

2"/ 9/4 Iravei t U.S.A. 2,000
 

l111/85 - do - 2,000
 

26/ 9/66 - do - 2,000
 

21,000
 

http:Travel.ot
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(ii) Per diem rate charged to the project exceed the
 

rate in budget. DetaUs are as follow :
 

Charged Budget Amount 

Date of Rate Rate over 

Payment Description per Day per Day Budget 

US$ US$ Baht 

31/ 5/84 Travel to
 

Malaysia 100 60 9,200
 

13/ 6/84 Travel to
 

Philippines 75 60 6,210 

27/ 6/85 - do - 72 60 3,240 

15/ 8/85 Travel to 

Jarkata and
 

Kuala Lumpur 100 60 6,480
 

30/10/86 Travel to
 

Hong Kong
 

and Taipei 70 60 3,120
 

2i/ c/84 Travel Lo
 

75 60 11,730
 

11/11185 - do 100 60 23,760
 

26/ 9/86 - do 70 60 10,400
 

74,140
 

(iii) Payments related to travel in Southeast Asia
 

(eg : taxi,. books)of Baht 66,579 were neither in 

the budget nor were there written approval from 

USAID au detailed by the following 
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Date 	 of Amount 

Payment Description 	 (Baht)
 

31/ 5/84 Travel to Malaysia 18,401 

13/ 6/84 Travel to Philippines 10,191 

18/ 3/85 - do - 14,236* 

27/ 6/85 - do - 5,555 

15/ 8/85 Travel to Jarkata and 

Kuala Lumpur 5,434
 

20/ 5/86 Travel to Philippinns 10,137
 

30/1086 Travel to Fong Kong and
 

Taipei 2,625
 

66,579
 

(iv) 	Payment for travel to Hong Kong and Taipei was 

neither in the budget nor was there written 

approval from USAID of which the expenses are 

as follow 

Description 	 Amount (Baht)
 

Air ticket 22,200 

Travel tax - already included in (1) 2,000 

Per diem - at 3,120 already 

included in (ii) 22,050 

Hiscellaneoun - already included 

in (iii) 2,625 

48,875 

== ====W= 

Total 	Questioned Costs 1,038,818
 

* 	 The amount of Baht 1,038,818 is equal to US dollars 39,954 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 

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 SIORTCOMINGS OR LACK OF INTERNAL CONTROL 

8.11 Admnis.ration of Grant Funds 

AdmintsL--ition of grant funds are by the Principal 

inv estigator except for the areas as set out in section 

In order to 
promote the efficiency and effectiveness of
 

research undertaken by the Priticipal Investigator, (Ie : 
to allow greater time to be devoted to research work)
 

administration could be performed by Mahidol University. 

Similarly, the University may be in a better position to 

administer due to administrative staff complement who are 

technically competent in administration. 
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8.1.2 Payment - Supporting Documents
 

With reference to 6.2.1, in order to substantiate 

payments the following are recommended :­

i) 	Payment vouchers should be prepared and effectively
 

authorised before disbursement and third party
 

evidence (eg : official receipt) containing details
 

of 	 name or traJe-name and location of the entity 

issuing the receipt, date, amount, kind, 

description, quantity and price of goods be
 

obtained.
 

(ii) Should this not be feasible (ie : payment to
 

individual), photocopy of identification card 

including signatory of recipient be obtained. 

8.1.3 SegregaLtozi of Duties 

The functions which are carried out by the Principal 

Investigator arid Accountant are set out below 
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Principal Investigator Accountant
 

- Procurement of goods and services
 

- Receiving of goods and services
 

- Preparing voucher for payment
 

- Being one of authorized
 

signatories for signing cheque
 

- Engagement of staff
 

- Approval of hiring termination
 

- Preparing payroll sheet
 

- Checking payroll sheet 

- Distribution of pay packets 

- Recording of cash
 

book
 

- Kept unused cheque
 

- Preparing cheque
 

- Reconciliation of
 

bank balance 

It is recommended that the function of execution, 

recording and custody be segregated from each other in 

order to strengthen control over the project fund. 

8.1.4 Disbursement - Terms of Grant Agreement 

With reference to 7.2, 7.3 and 7.4 in order to comply
 

with the terms of grant agreement, entertainment, fine
 

and travel tax cannot be reimbursed from USAID.
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8.1.5 	 Disbursement - Term of Grant Agreement
 

Ancillary 
 to 7.1, 7.5 and 7.6 are that disbursement are
 

made without prior writtEn approval from USAID.
 

It is recommended that such disbursement should be made
 

against prior approval from USAID.
 

8.1.6 Approval for Recruitmenc of Staff or Rate Adjustment
 

At present, no written approval for recruitment of staff
 

and rate adjustment are :-vailable such that there is 
 no
 

proof that recruitment of staff or rate adjustment 
are
 

made by authorized person.
 

It is recommended that written authorization by a
 

responsible person should be undertaken for any 
 changes
 

as to rate or personnel and be provided to accounting
 

staff prior to disbursements.
 

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. 

Cancc"!nt.cn 9hould be made immediately on authorised
 

payment 	vouchers and related supporting documents after
 

payments 	had been made in order 
to prevent resubmission.
 

http:Cancc"!nt.cn
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8.2.2 Payment Voucher and Cash Book Format
 

Payment vouchers are not sequentially controlled in which 

there is no adequate procedure to ensure that they are 

completely and correctly recorded in each line item. 

in order to ensure that all transactions are completely 

accounted for, payment vouchers should be prenumbered and 

be sequentially recorded in cash book. Tn addition, a 

multi-column cash book of which each line item of 

disbursements should be adopted in order to ensure the 

correctness of allocation of expenditures. 

8M2.3 Withholding Tax - Personal. Income tax 

Payments of salary and per diem allowance exceeding the
 

rate authotised 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 liuble for the tax shortfall and
 

surcharge of 1.5 percent permonth (maximum of 100
 

percent). 

It is recoimnended that withholding tax be deducted when 

such payments are made to staff in order to preclude the 

consequences of the Revenue Code despite tihe fact at this 

point in time the amount involved is insignificant. 
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8.2.4 Withholding Tax - Corporate Income tax 

Payments of goodn to suppi rI are made without 

%ithhoIding tax of 1 percent:. Any paymonts made by the 

government unIt to jurl,!tic body should be deducted 

withholding tax it:the rate of I porcent as per section 

69 bis of the Revew Code. 

Failure to deduct. withholding t nx could render the 

Project to be jointly Mlab.: for tlhe La shortfallk and 

surcharge of 1.5 percent per month (maximum of 100 

percent). 

It is recommend.d that I percont withholding tax be 

deducted when any j,i,inenJs ,re mnde to Jiiristc body in 

order to procludr the consequence of the Revenue Code 

despite the fi,- ! ,tI. thits point in time the amount 

involved is Iiii; -,n!li, nt. 

8.2.5 Insurance (o''.r
 

There is no hi,,anc,. cover for asf jats purchlased by
 

USAID's lunid. 

We recommend tht . Initinrtice policy be mnde to cover 

valuable assi-L,;. 
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8.2.6 Evidence of Goods and Services Received
 

In certain cases no evidence of receiving of goods and
 

services are available as set out in 6.2.2, such that
 

there is no proof as to the receipt of benefits.
 

It is recommended that receiving report. j or
 

acknowledgement on delivery order be prepared in order to
 

substantiate that benefits had been received.
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Ernst &Whinney SnhnBidn,9hForG.P.O. Box 1047 
132 Wireless Road, Bangkok 10500, Thailand. 

1st July, 1987 Telephone: 2500233-7Cable: ERNSTAUDIT BANGKOK
 
Telex: 87661 ERNST TH

FAX: (66) 2.2501479
 

Dr. Suchart Upatham, (fornerlyTurquand Youngs A Co.)
 

Principal Investigator,
 

Department of Biology,
 

Faculty of Science,
 

Mahidol University, 

BANGKOK.
 

Dear Sir,
 

MAHIDOL UNIVERSITY
 

GRANT NO. 936-5542
 

BIOLOGICAL CONTROL OF SCHISTOSOHIASIS
 

TRASMITTING - SNAILS IN SOUTHEAST ASIA
 

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 .i li h ucu.,cy of the report kindly acknowledge In 
writing witLhi n two ,.,.oa; from the oF th[: letter in order that the 
final report can be issued to USAID. Please feel free if you wish to 

provide us with any ;'ddi l on.i] linfurma Zion/docunielts 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,
 

V/
 
CA/kte 



0 

.s R(CEIVEI 
. 

1 0NOV 1987 

MAHIDOL UNIVERSITY
FACULTY OF SCIENCE, I)EPAR'TMENT OF BIOLOGY 

RAMA VI ROAD
 
BANGKOK 10400, THAILAND. 
 Tegrams: SCIMATeIleilona : 282-0192 xDOL

Ext. 427 
November 9, 1987 
 Telex: 84770 UNIMAHI TH 

Ernst 
and Whinney 
G.P.O. Box 
1047
 
Sinthon Building, 9th Floor
 
132 Wireless Road
 
Bangkok 10500
 

Dear Sir:
 

I refer 
 to 
your draft report concerning the
internal control financial
systems and
of Mahidol University, Grant
5542 (Biological control no. 936­
of schistosooiasis 
_n Southeast Asia). transmitting-suails


I am sorry for the
c::rinents delay in replying
for- I have just to yourreturned from my official travelabroad. duty 

i -z nct concur ,itb the ac::aracy 

your of the report preparedr!presentative;, by

i';full w: :
 

4dwiflt lstrat i'oni (f gr-nt. 1, a! pi inot proctl--, goods p -l irivov.t irator, did 
record 

and ;r. rvi e:;, receive good,;h ooks and tsif-v ices,)f ac(o11t ands. My researchiv:t -a t s) roci cu] aborators(.d sood ind servicesan d s(rv2 ces and received, and 1 goods) r epa red I fttcr-s withreceuipts attached fo,- the 
de I very orders or
to approve. 
 In case
of small items using cash, 

Dean 
of purchasesonly receipts
to the Dean. were sent with
Not letters
all stores


Jnows have delivery orders.
it. The Faculty' Every ones accountant recordedt iho book s all expendituresand kept all receipts. i: 
i n stigatorji At the Faculty, principalis not authorized to signDeputy any check.f)(a,), 1, asan authorized theas onechecks. However, 

of the four officers; to signI did not
unless t hr 

sign checks resulting froM myrc oth(r" of'j projectcert 
 were away, and this did not occurfrequentI y,- inancial reportt was preparedti. ' with byamoul~k:s the Faculty's accountant th)e principal
,of' ,moj spent. according to the.
 Unfortunately,

according receipts were[o buiglot categories, not keptand thus Makin{v,!rif'y it difficult,,ic- h e<pnliItare tocateg(ry.
of a blui;gtt cat egovy didI not 
However, the over expenditureex.ceed 15%


for- that 
of the amount allocated;11r'tic u la r Lddget C7a Ie g ry 

Let caegory
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Verification of disbursements
 

t As stated above, because of receipts were not kept according
 

to budget categories. and thus making it difficult to verify the 
accuracy of each expenditure categoiy. 

Under category 6.2, p~ige 7, receipts for 43,087 baht were 
placed in another file. The Ernst and Whinney representatives
 
came while the Faculty's accountant was on maternity leave. 
However, we asked them to return o check on the receipts later 
on, but they did not bother to do so. The said receipts are now 
in the same file in the Faculty's accountant office. 

Under category 6.3, page 7, receipts for 30,275 baht
concerning an air-conditioner (29,500 baht) , paper boxes (550
baht) and a lamp (225 baht). The air-conditioner is located in 
a snail laboratory, room number B413, with a USAIB sticker pasted 
on it. The paper boxes and lamp are located in Lhe Center for 
Applied Mai aco] ogy' s library and snail laboratory, respectively
(room number.1B413). I personally requested the Ernst and Whinney
representn 1.ive. t , check on such goods, but they"did not take 
time to do ,. 

C.p [.i j1a1!,-e w isLI of grant. agr-eement. 

Under categorifes 7. 1. and 7.2, page 8, we were not aware of
the rules. We l earned about them close to the end of the project 

,hdwhen I ! y .ictul lIht SAII Offic- of Science and Technology.
We though t' that t I iIfes were al lowed under miscellaneous
 
ca. ,ugo ry ,yh l , c h ad udg ted for.
 

Un)der catg Lory 7.3, page 9, we also were not aware of the 
rules thal. we had L.o write for approval from USAID before travel 
because it was budget1,ed in thtIe project. Nevertheless, our
travels concerned with research and scientific exchanges with our 
collaborator!; and( speciimeitn collections, which were all budgeted
i31 the project. Per diem ,rate was charged from $70-$100 instead 
of $60 per day because a room generally cost $70 per day. A 
motel was a little bit cheaper, but it was far away from the 
campus. Travel tax wa:; charged to the project because we did not
know that it was not a] lower]. If we had known it, we would have 
charged it to Mahido] University because we, as civil servants,
had to obtai approval from the Rector before we travelled each 
time. Hlowever, the expenditure of travel category did not exceed 
the amnount of the allocated budget. 
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1eco niinend a t"i on s 

Our project was one the
of first few projects awarded 
 by
USAIJJ in this country, and was terminated at
1987. It was a 
the end of May


very good project, and we accomplished a great
deal of ,ork, from both ins ide and outs ide the country. With the
problems encountered and experiences obtained, 
 e would like to
share w:iLh aud reconmen
d to other;, as follows:
 

1. Principal investigator should ask USAID Office, or USAID
Office should 
inform principal investigator, 
 as to what
can and what cannot be 
charged against the project

the inception of the project. 

at 
It is now apparent that


rules are not 
similar for 
all grants.
 

2. Principal invest iator a , uld allocate a budget to hirean acrountant to look after the project's financial

affairs, and lISAH11 Office should not object it.
to This
will enablh e io ves igatur, to devote their times toresearch work whi ch they ae supposed to do. Myexperience ha:A taught mo, t.hat the 
Faculty's accountant
cannot a I'Ford full time for financial mat t: ers ofres nrch [projects because the amounts of work are too
much, ;,nd that the 
 Facul ty's accountant primaryrespo":;ii l: n na f fa i r:;. 

i;y i. loh teVr the Faculty's financial 
-

3. At Mi ,i i do ! IU n1i v,' ierIV.,, fov 
 ,x mpI e the Faculty ofScience, the ec-oto :ul Ivtr ::er the Dean to look after
all ;Ipprov'rl grants. This is very good b)ecause, it is
lir' AndI,r :11n 
moneb. ]h process normally takes 2-3 days. 

:'inivi fo i Ni in "";tigator to request for
 
If grantfu1nd are ado inL.;tedi by the Univetrsi Ly as suggested byErn:;t ",rJl WhLin Hey paq;ik 12), 
 it. nill take 3-4 weeks orlonger L" o tain mpb th rty. I think{ that the best way tooverco(,,l, t.,is in I IPto lor" budget to hire anaccoull t;1 1o look nI t ,r tle project's financial

illlatI r:; , a: ; ate.d h, ni ,, in order to expedite, or toreduce r,'l tape, 
the pro ;;!; or obtaining grant money. 

After al I, we managed a re,search project, and not a
comm111ercia l fi irmor c0om1lp)anly. 

Yours sincerely,
 

Su,'har t U paL hanm,Ph .D. 
Deputy Dep a n, ce 
FacultIy of Sciec 
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6. RESULT OF VERIFICATION OF DISBURSF24ENTS
 

Fund received Actual
 

Description Total Budgeted to date Spendlng Verification
 

US$ Baht Baht Baht Baht 7.
 

SALARY 52,400 1,355,900 958,100 1,090,700 1,090,700 100 

EQUIPMENT 26,000 598,000 598,000 596,500 596,500 100 

SUPPLIES 41,900 1,080,300 911,300 1,006,526 746,613 74 

TRANSPORTATION 2,000 52,700 37,100 18,900 18,900 100 

TRAVEL (SEA) 4,000 106,000 54,000 30,645 30,645 100 

TRAVEL (USA) 6,000 157,139 157,139 104,632 104,632 100 

CONTINGENCY 4,000 104,000 - - - -

OVERHEAD 13,630 340,330 340,330 340,330 340,330 100 

TOTAL 149,930 3,794,369 3,055,969 3,188,233 2,928,320 92 

Questioned
 

Cost
 

(Baht)
 

6.1 	 Test from book of account to source documentation
 

reveals that the amount of Baht 12,382 as recorded as
 

"Supplies" are questioned as to the adequacy of
 

supporting docunentation. The amount represents
 

advance to project personnel for purchases which are
 

still 	to be received or liquidated accordingly. 12,382
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6.2 Overhead of Baht 211,698 and 128,632 paid to the 

Faculty of Science, Department of Biochemistry and 

Department of Microbiology respectively, for central 

research facility was not supported by adequate 

documentation (ie. official receipt of the 

Department) whereby only unofficial receipt with 

recipient signatures are available excepc for Baht 

66,810 which has no recipicnt signature. 340,330 

6.3 Disbursement of the following salaries as accrued for 

the period as at 16th February, 1987 was not 

supported by recipient signature as follow 

Payment 

Date Paid to Description 

Amount 

(Baht) 

20.4.87 

20.4.87 

20.4.87 

20.4.87 

20.4.87 

20.4.87 

Dr. Sakol Pauyim Salary for the 

period Aug. -

Oct. 1986 

Dr. Prapan Wilairat - do -

Mr. Chanant 

Aungsuthanasombat - do -

Ms. Pernpis Luksananil - do -

Mr. Chatree Seatsathien ­ do -

Ms. Suvimol Tinawath - do -

20,000 

20,000 

12,000 

5,700 

7,500 

21200 

67,400 

The amounts was, however, questioned in 7.4. 

6.4 Air freight charges of Baht 7,7.76 was recorded twice 

in "Supplies" line item dated 20.2.86 and 10.6.86 

respectively. 7,776 
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7. COMPLIANCE - TERMS OF GRANT AGREEMENT 

Based on the samples selected there has 	 been compliance
 

with 	 the terms of the grant agreement. The exceptions
 

are as follow
 

7.1 	 Disbursement for the following equipment were neither
 

approved in the budget nor were there prior written
 

approval from USAID
 

Date 	 Description Amount (Baht)
 

13.9.84 1 set of Fermentor 	 160,000
 

22.5.85 2 set of Demonstration Hood 65,000
 

22.5.85 1 set of Vacuum Pump 11,500
 

4.12.85 1 Digital Multipipet 22,652
 

10.2.86 	 1 set of DNA Sequencing 265,000
 

524,152 524,152
 

7.2 	 Salary for Mr. Wilas during 15th December, 1984 to
 

31st [ay, 1985 of Baht 16,000 was included in
 

"Supplies" could be questioned as to whether it
 

should be classified to "Salary" instead, in order to
 

form a proper bas'is for the computation of 15 percent
 

allowable -ariance.
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7.3 	 Per diem of Baht 6,000 paid to Dr. Somsak and his 

assistant for domestic travel exceed DTEC rate as
 

follow
 

Total
 

No. of paid
 

Per day Amount (Baht) Days (Baht)
 

Charge rate 1,250 8 10,000
 

DTEC rate 500 8 (4,000)
 

6,000 6,000
 

U= = = am
 

7.4 	 No timesheets were prepared to document the time
 

actually devoted to the project by the Principal
 

Investigator, Co-Investigator and Research
 

Assistants. We are therefore unable to state whether
 

disbursements of salary of Baht 1,090,700 to such
 

per.son devoted the time at percentage as set out in
 

the budget or not. 1,090,700
 

Furthermore, included in such amounts are 

disbursements to personnel not included in the budget 

as detailed by the following :-

Budget Actual
 

fIo. of No. of 

staff Amount staff Amount
 

Co-Investigator 3 409,860 4 506,910 

Research Assistant 4 546,480 5 422,1.00 

Account Assistant - - 1 16,050 -

Total.Questioned Costs 1,981,340 * 

* 	 The amount of Baht 1,981,340 Is equal to US dollars 76,205 at the 

exchange rate of IUS$ = Baht 26. 

http:422,1.00
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8. STUDY AND EVALUATION OF INTERNAL CONTRUL
 

Findings and recommendations tesulting 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 reso'rc's 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
 

inLernal control.
 

8.1 	 SHORTCOMINGS OR LACK OF INTERNAL C'ONTROL
 

8.1.1 Administration of Grant Funds
 

Reponsibility for the administration of grant funds are
 

by the Ptincipal investigator except for the areas as set
 

out in secLioi 3.
 

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 Mahidol University.
 

Similarly, the University may be in a better position to
 

administer due to administrative staff complement who are
 

technically competent in administration.
 



Ernst & Whinney 

- 11­

8.1.2 Payment - Supporting Documents
 

With reference to 6.1, 6.2 and 6.3 in order to
 

substantiate payments the following are recommended :­

(i) 	Payment vouchers should be prepared and effectively
 

authorised before disburnemeut and third party
 

evidence (eg : official receipt) containing details
 

of name or trade-name and location of the entity
 

issuing the receipt, date, amount, kind,
 

description, quantity and price of goods be
 

obtained.
 

(ii) 	 Should this not be feasible (ie payment to 

individual), photocopy of identification card 

including signatory of recipient be obtained. 

8.1.3 Disbursement - Terms of Grant Agreement
 

With respect to 7.1 and 7.2 are that 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 mad6 against prior approval
 

from USAID.
 

8.1.4 Time Record
 

With reference to 7.4 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
 

pereon.
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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 immediately on authorised
 

payment vouchers and related supporting documents after
 

payments had been made in order to prevent resubmission.
 

8.2.2 Withholding Tax
 

Payments of salary 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 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. 

8.2.3 Insurance Cover
 

There is no insurance cover for assets purchased by
 

USAID's fund.
 

Because value of fixed assets is significant with respect
 

to this grant we recommend that insurance policy be made
 

to cover valuable assets.
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9. PRINCIPAL INVESTIGATOR'S RESPONSE TO TilE REPORT 



G.P.O. Bax 1047
 
Sinihon Building, 91h Floor,
 

29th June, ]T9,37 	 132 Wireless Road, Bangkok 10500, Thailand. 

Telephono: 2500233.7
 
Cable: ElINSTAUDI1 EIANGKOK
 

Dr. Somsak Pantuwatatta, Telex: 87G61 ERNSI YVI
 
Principal Investigator, FAX: (66) 2.26014-9
 
Department of Microbiology, (fornterly Turquand Youngs & Co.)
 
Faculty of Science,
 
Mahidol University,
 
BANGKOK'.
 

Dear Sir, 

fA11IDOL U11IVERSITY 

GRANT NO. 936-5542
 

IMPROVEMENT OF BACTERIAL AGENTS FOR CONTROL OF MOSQUITO VECTORS
 

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 ' tl Ui ;:uraic'; t4,vucthe r-purt kindly a.ktiowiedge in 

writfin2 - 5thiit t',-o wo l,( t'T',h of Llhi-1 letter in or:d-r that, the 

final reCpoLt. C d , .J':&! t, U!AID. Please feel free if you wish to 

provide us %-ih a ,t- ticn4 iI'r ntLion/documenta 8o as to ensure the 

accuracy anr! rr);;peteitesr,of the repo:t. 

in addition to the foregoing pleace advise in writing as to the following :­

(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 7.4 please state whether the additional 

staff not addressed in the budget perform services related to 

the grant or not. 

(iii) 	 Set out in section 7.3 please state wheLher the per diem rate 

charge was roasonable to the grant. 

We would Ilke to t,ke this opportunity to express our appreciation to all
 

membet,3 of the Lat ,-W iav'- ausIst.td us in cari-ying ouc our work. 

YOuX 5 	 faI Ll %IrIl . , 

,r~ 	 / 1,,~:> 

http:ausIst.td


-MAHIDOL UNIVERSITY 
Dp-,rlment MicroblologyV p of CABLE: SCIMA-IDOL 

P/) Fculty cf Science TELEPHONE (02) 2453197 
,.j./,~< Rama VI Road, Banqkok Iooo TEL2X. ai17o UNIMA-I TH 

THAILAND 
ERNST & WY ITNRY 

July 8, 1987 RECEIVED 

st9 JUL 1987 
Ernst & Whinney ANSWEREDSinthon Building, 9th Floor LINITIAL 
132 Wireless Road,
 
Bangkok 10500
 

Attention Ms. Roongnapa Lertsuwanakul
 

Gentlemen: 

According to your letter of June 29, 1987 concerning with your re_o'rt
 
(draft) in conjunction with the review of financial and internal control
 
syztw
....Z of the USAID Grant Ho. 936-5542 entitled "Improl'ement of bacteriml
 
agents for control of mosquito vectors", t would like to clarify the points
 
in auestion as follows.
 

1. In section 7.1, all of equipments pirchased are related to the re­
search under the grant. All of equipments a e necessary to the routine
 
work in order to fulfill our research work. Without these equipments, it
 
will be very difficult for us to carry on our research work. 

2. In section 7. 2: all oc: . Licnal staff noL addresseu in the buJget 
pe: Erm scivicas ' ne "'- 'Lrc- Pf :(]iced the former ones who resigna 
fr--tn out staff P';Ual-ch is"ernbers. in ,-ce assistant no,; a permanent 
position as pemnrv. t: c',overrenL official, thus, some of thcmi nuit to work 
when they find a.better job. con',:times our research works are in the 
critical stage and ,c 
have to carry on, thus we have to ask graduate stu­
dents to wor;k as a part time and we pay them as a suDlement. In this 
case, it. does help us in ;naintinriq our research activities until we 
find new assistants a;id we have to train them before they can fully engage 
in our research work. 

3. In sect 7.3, per diem rate charge in the mentioned trip to Chiang

mai was adjusted to the facts that we had American friend who worked for 
US Army as an entomologist in Thailand ranked Major accompanied us and 
we had to stay t(- gether in Chiang mai. The room rate during that time 
was 4GO per night and the meals were quite expensive, i.e. breakfast was 
l05. Thus, I tried to adjust the per diem rate according to the rate of
 

WHO (ejen less than what our friend obtained for his expenses), so that 
we did not have to feel like a beggar stay in a hotel and all of us in 
that trip were Associate professor (C 9). I think that it will be very 
helpful if this matter is set up as a guideline for us in thc future, and 
I still think that Per diem rate should be varied according to the city. 
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Thank you again for your hospitality in giving us a chance to cla­
ri.fy some points questioned by your group.
 

Very truly yours,
 

Somsak Pantuwatana
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FIBER FAI,1';G TiiROUGCH WEED UTILIZATION 

PREPARED FOR REGIONAL INSPECTOR GENERAL/AUDIT/MANILA
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L',ESUILT OF VERIFICATION OF DISBURSEMENTS 

Fund received Actual
 

Description Total Budgeted to date Spending Verification
 

US$ Baht Baht Baht Baht .
 

SALARY 93,000 2,511,000 623,825 1,001,825 1,001,825 100 

ADVISORS - - 65,500 106,000 106,000 100 

EQUIPHENT/ 

MATERIALS 14,500 391,500 178,330 218,808 171,253 78 

TRAVEL 21,000 567,000 225,821 232,861 155,474 67 

OTHER COST/ 

PUBLiSH1.1Zu 1,.500 40,5U0 - -

CENTRAL RESEARCU 

FACILITY COST 1,500 40,500 6,425 7,165 - -

TOTAL 131,500 3,550,500 1,099,901 1,566,659 1,434,552 92 

Questioned
 

Cost
 

(Baht)
 

6.1 No writtea agreement is made for rental of land from
 

landlords at three project sites (i.e. Khon Kaen,
 

Chumporn and Lampang of Baht 67,500).
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6.2 "Status of Funds/And Request for Funds" has reported 

spending up to October, 1986, whereas based on review
 

the amount per status of Funds/And Request for Funds
 

are up to 30th September, 1986 only. The Principal
 

Investigator had explained that October 1986 refers 

to ist October 1986. In this respect it is 

reconnended that in addition to specifying month and 

year, the date should also state the day and if 

possible be at the end of the month in order to avoid
 

confusion.
 

7. COMPLIANCE - TERMS OF GRANT AGREEMENT
 

Based on the samples selected there has been compliance 

with th,' terms cl: grant a.,reement. The exceptions are as 

•foilow
 

7.1 "Advisors" line item of Baht 106,000 as reported in
 

"Status of Funds/And Request for Funds" was not 

listed in the budget nor were written approval 

obtained from USAID. Only revised financial plan 

prepared by Principal Investigator were submitted to 

USAID­

7.2 Financial rei.,'ts (ie. "Status of Funds/And Request
 

for Funds" and "Federal Cash Advance Status Report") 

for the period as from ist October, 1986 to 31st
 

March, 1987 were not submitted to USAID after periods 

ending 31st December, 1986 and 31st March, 1987 as
 

required by the grant agreement. 
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/J i'U I.imcl1. ,c.' pLtparrd to ,lo llino't the tima 

actually de4vVjLed to the project by the Project 

D[i CLU , t;e Pnr. nc 1.p l nve.igator and the Co­

ilvestI.gatoLr ln order to substantiate payments of 

salary of Baht 324,000. We are therefore unable to 

state wLeLher nuch per'3ons devoted the time at 

perceit,,ag a,; tt ouL. it the budget or nct. 324,000 

7.4 Purchase of chemical fertilizer formula - N15 P15 K15 

were not in the budget nor l.a there written approval 

from USAID, since the authorized chemical fertilizer 

formula waj NI3 P13 K21. 14,410 

Total Questioned Costs 338,41.0 

* The ant;-,ia;. (of 

;:, m!zmrle r',i;c 

.ijLt 3" 

Of "m1:,., 

,'-#iU J.1 .. 

. fOaer 2G. 

wJ rutv (P dollars 13,016 at Lha 

8. ST D"A D l;:lI~ {)!OF ]INIrHIL.,. 000T.!'R0[, 

[ji tlkJ~llg 

initernal 

,.3d ri'Lt-cm11 

conlti-oW rU ' 

ttV 

, 

ir.n, 

g.incd 

. J-s. ting from study and 

into two types as follow 

evaluation 

: 

of 

(1) ShorI:co:,tx.n'-; or Ia& of ioternail control which are fundamental 

-

-

-

in protect lng an I.it,'. 

Itief f i( !enc iei4. 

in enauring the accuracy 

accounLtig/ouera t.ng data. 

i.n Se Cur li :omnpl.iance with 

es',,-urces against waste, fraud and 

and reliability of the entity's 

the terms of grant agreement. 

(ii) ImproVenIet : 

internal con r 

Lr, order to supplement the existing system of 

69 
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8.1 SHORTCOMINGS OR LACK OF INTERNAL CONTROL 

8.1.1 Administration of Grant Funds
 

Reponsibility for the 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, (ie :
 

to allow greater time to be devoted to research work)
 

administration could be performed by Mahidol University.
 

Similarly, the University may be in a better position to
 

administer due to administrative staff complement who are
 

technically competent in administration.
 

8.1.2 ec-ording of Receipts
 

Receipts are not recorded in cash receipv book
 

inuaedately upon receiving.
 

Receipts should be recorded in cash receipt book
 

immediately upon r'ceiving in order to ensure that all
 

transactions are accounted for and to facilitate cash
 

management. 

8.1.3 Bank Reconciliation
 

Bank reconciliation is not prepared.
 

Bank reconciliation should be prepared and documented on
 

a monLthly basis and submitted to higher responsible
 

official for review and be initialled as evidence of
 

reviewing.
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8.1. 

8.1.5 

8.1.6 

8.1.7 


ANILhoL-isation for Disbursement
 

Authorisation for disbursement from bank accounts are
 

sIgned by tie Principal Investigator only.
 

It is recommended that disbursements from bank accounts 

should be authorised by two persons in order to increase 

the elemen~t of checking as to the propriety of payments. 

Time Record 

With reference to 7.3 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.
 

Disbursement - 'lerms of Grant Agreement
 

AntiIla y Lo i.1 and 7.4 are that disbursements are 

neiL eL inI accordance with the budget nor are there prior 

writt.ei approval from USAID. 

It is recommended that disbursements not in accordance 

Sich the budget should be made against prior written 

approval from USAID. 

Financial Reports 

With reference to 7.2 in order to comply with the terms 

of grant agreement, financial reports should be submitted 

immediately to USAID after period ended (ie : quarterly). 

http:writt.ei
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8.1.8 Written Agreement for Rental of Land
 

Ancillary to 6.1 is that rental of land at three project
 

sites are --de without written agreement.
 

It is recommended that written agreement be prepared in
 

order that rights could be enforced under section 538 of
 

the Civil and Commercial Code.
 

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
 

payments had been made in order to prevent resubmission.
 

8.2.2 Paynent Voucher and Cash Book Format
 

Payment vouchers are not sequentially controlled in which
 

there is no adequate procedure to ensure that they are
 

completely and correctly recorded in each line item.
 

In order to encure that all transactions are completely
 

accounted for, payment vouchers should be prenumbered and
 

be sequentially recorded in cash book. In addition, a
 

multi-column cash book of which each line item of
 

disbursements should be adopted in order to ensure the
 

correctness of allocation of expenditures.
 



Ernst & Whinney 

- 11 ­

8.2.3 Withholding Tax - 'ersonalIncome Tax 

Payments of salary and per diem allowance exceeding the 

rate autiiorlsed by the Revenue Authority to project 

person are not subjected to withholding tax. 

Failure to deduct withholding tax could render the 

project t.o 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 Revolic Code despite the fact at this 

point in time the amount involved is insignificant. 

8.2.4 Withholding Tax Corporate Income Tax 

Payments e1 goods to supplier are made without 

withholding Lax of I I ~er':et.Any payments made by the 

government '1111 to .j'ri-sttc body should be deducted 

withholding - at ti. c.)I.e of 1 percent as per section 

69 bis of the Revenue. Code. 

Failure to deduct wi. t.mIiolding tax co ul d render the 

Prcject to be jointly liable for the ta,: shortfall and 

surcharge of ].5 percent per month (maximum of 100
 

percent).
 

It is recommended that ] percent withholding tax be 

deducted when any payments are made to juristic body in 

order to preclude the condequence of the Revenue Code
 

despite the fact at this point in time the amount 

involved 1.s insignif icant. 



Ernst & Whinney 

9. PRINCIPAL INVESTIGATOR'S RESPONSE TO THE REPORT * 

N1o response received
 



E 	 G.P.. Box 1047Ernst &Whinney iimBidn,9hFor 
132 Wlrolss Road, ingkok 10500, Thailand 

Telophon o: 2.0233-7 
Cable. ENSTAUDIT BANGKOK

2nd July, 1987 	 Telex 87661 ERNST 111
 
FAX- (66) 2.250149
 

(f/inin'rly "u'Iii und You/ g.s & CO.) 
Dr. Thanakorn Uan-on,
 
Principal InvestLigator,
 
Faculty of Environment and Resource Studies,

Mahidol Univ- rs ity, 

NAKORNPRATHOM. 

Dear Sir,
 

MAHIDOL UNIVERSITY
 

GRANT NO. 936-5542-G-00-5058-00
 

PIBER FARMING THROUGH WEED UTILIZATION
 

Enclosed for your consideratLion 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 t:his letter' in, order that the 

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

provide us with any additional infornvitlon/uocutnents so as to ensure the 

accuracy and completeness of the e1rc[wrl. 

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

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

Yours faithfully,
 

CA/kte 

'4
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6. RESULT OF VERIFICATION OF DISBURSENS 

Fund received 

Description Total Budgete,. tc date 

US. Ba;- Bap: 

Total Expenditures 

Per Status of 

Funds and 

Request for Per book 

Funds of AccounL 

3ah r _a_ 

Verification 

Bah 

SALARY 

ICUI't :,.ENT 

MATERIALS AND 

,3"[.."{i.2OST/ 

39.185 

38,000 

49 ..-2 G. 

ii,07 85C 

1 025.C000 

25.",,420 

1, 02 ,00C; 

. 

117 910 

811 ,719 

644,683 

117,937 

897,003 

644,663 

117,9377 

894, 7-­

5'3,243 

1 

3.600 2 120,000 104,689 97,914 82 

ACILITY C ST 

TOTAL 

20.020 

150,003 

540,5 0 

*,05COC0.. 

207,077 

2C9,697 

1,28,415 

1,89-,727 

26,415 

1,892,727 

12LS,415 

1,782,237 

ic 

94 
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Questioned 

Cos t 

(Baht) 

6.1 From our review of the Status of Funds/And Request 

For Funds as at 31!jt lIarch, 1987 revealed that the 

reported exponditur,' , dn nut agree for certain line 

items with tLhe buoks ot accouiit.. Details of the 

discrepancy arc set tt below in which it Is 

reconmmended tLhui. Uhe di-crepancy be investigated and 

adjusted accuordiuuly. Based on discussion and 

review th d iscr epancj e are misclassif2ications 

between line items. 

To! E;cenditures (Balit) 

Per Status Per Books Over (under) 

Description of Finds' of Account Bootis of Account 

Salary 117,910 117,937 (27) 

Equipment 881,71.9 897,003 (15,284) 

Materials and 

Supplie"! 644,683 644,683 

Other (Costs/ 

Publication 

and Overtime 120,000 104,689 15,311 

Central 

Research 

Facility 128,415 128,415 -

Total 1,892,727 1,892,727 
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6.2 	 As at 31st March, 1987, advances of Baht 120,000 

during the period as from September 1985 to March 

1987 included in "Materials and Supplies" were not 

yet cleared with the Finance Section of the 

University. Our further verification up to 2nd June, 

1987 reveals that Balit 46,656 are still to be 

received or liquidated accordingly. As discussed
 

with the Principal Investigator, such amounts are to
 

be used for the payment of materials and supplies in
 

the near future. 46,656
 

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 	 Payments for "Materials and Supplies" and "Other
 

Costs/Publication and Overtime" of Baht 56,238 and
 

Baht 24,335 respectively could be questioned as to
 

whether it should be reclassified as "Central
 

Research Facility" in order to form a proper basis
 

for the computation of 15 percent allowable variance.
 

Details are as follow
 

Payment Amount
 

date Description (Baht)
 

28.2.86 	 Central research facility to
 

Faculty of Tropical Medicine 56,238
 

28.2.87 	 - do - 24,335
 

80,573
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7.2 No separate bank account is rinLair ed for the 
project fund whereby fund,; from USAID are transferred 

to the project: and are deponiL.ed in the bank current 
account of Mahidol Univerutty and mixed with other 

fund. 
* 

Total. Questioned Cost3 46,656
 

* The amount of Baht 46,656 is equal to U1S dollars 1,794 at the
 

exchange rate of 1US$ - Baht 26.
 

8. STUDY AND EVALUATION 01' INTERNAL CONTROL
 

Findings and recomnnendatlons reoulting 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
 

accounttng/opernt.log data. 

- in securing compliance with the terms of grant agreement. 
(ii) Improvements 
 in order to supplement the existJng system of
 

internal control.
 

8.1 SIIORTCOHINGS OR LACK OF ij'rtEINAL 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 effeztiveneis of 
resenrch undertaken by the Principal Investigator, (ie : 
to allow greater time to be devoted to research work)
 

admitiLration could be performed by Mahidol University. 
uim[larly, the University may be In a better position to 
administer due to administrative staff complement who are
 
techrliciilly competent in administration. 

http:deponiL.ed
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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 Mahidol 
University and
 
mixed with other fund. This, however, is the general
 

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 Status of Funds/And Request for Funds 

With reference to 6.1 is that the Status of Funds/And
 
Request For Funds is not in agreement with the books of
 

account.
 

In order to present fairly the financial position and to 
form a proper basis for the com'putation of 15 percent 
allowable variance, it iq recommended that such report be 
prepared and checked to che books of account prior to 
submission to USAID.
 

8.1.4 Bank Reconciliation
 

Bank reconciliation is not prepared. 

Bank reconciliation should be prepared and documented 
on
 
a monthly basis and submitted to higher responsible 

official for review and be initialled as evidence of
 

reviewi ng. 
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8.1.5 Evidence of Payment Approval
 

Evidence of payment approval is not available for certain 

payments such that there is no proof as to the approval 

of payment by authorised official. 

It is recommended that all payments should be subjected 

to approval prior to disbursements. 

8.1.6 Payment - Official Receipts
 

Payments made fur central research facility are supported
 

by receipts which do not bear the Faculty's or
 

University's seal and sets out the name of the Dean as
 

the recipient. As discussed by the Principal
 

Investigator cheques are made payable to the Faculty and
 

such receipts is the standard procedure. Ir is
 

recommended that in order to avoid confusion and to
 

support the receiving of funds, receipts be substantiated
 

with Faculty/University seal with the Faculty/University
 

being stated as recipient, if possible.
 



G.P.O. BWx 1041Erns &WhnneyShlhon Building, 91h Floor, 
132 Wireless Hoad, Bangkok 10500, Thailand. 

17th July, 1987 
Telephone: 
Cable: 

2500233-7 
EIRNSTAUD1 BANGKOK 

Telex: 87661 ERNST TH 
FAX: (66) 2.2501479 

Assistant Professor Dr. Srisin Khusmith, (fornerly Turquand Youngs& Co.) 

Principal Investigator,
 

Department of Microbiology and
 

Immunology, 

Faculty of Tropical Medicine, 

Mahidol University,
 

BANGKOK.
 

Dear Sir,
 

MAHIDOL UNIVERSITY
 

GRANT NO. 936,-5542--G-00-5078-00
 

ANTIGENIC DIVERSITY OF PLASMODIUM VIVAX
 

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 letter in ouder that the
the date uf this final 

report can be isued to USAID. Please feel free if you wish to provide us 

with aiiy ,ddit.lonal Information/documents so as to ensure the accuracy r md 

complet-eness .f thi zepor t. 

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,
 

RT/kte ( 



A:LA*&,...................%.~
 
~ 4.20/6 RAJVII iI ROAD, BANGKOK, 10400, THAILANDICrRAI TROPED, BANC , PHONE 2819224, 2l00890, 2817570 

TELEX 134770 UNIDOL 1.. 

HI 099/1987 23 July, 1987 

ERNST & WHINNFY 

R CCE IV P 

Ernst & Whinney '2 " '/
G.P.O. Box 1047 Ar LAI.L 
Sinthon Building, 9th Floor 
132 Wireless Road
 

10500Bangkok 

Dear Sir, 

We have examined the draft report on the expenditure of
 
our USAID grant No. 936-5542-C-00-5078-00 and would like to bring

about a few points which we would like to make comment or change:
 

1. On page 3 

Recording of books of account is done not by the

principal investigator but by a financial and accounting

assistant in the Secretarial Office of the Faculty.
 

2. Page 5 % Verification 

flow the percentage of verification can be calculated?
 
(especially for 
 the categor ies of equ ipmernt, material and
 
supplies as weil as oth-,, c'osts/Publication rind overtime),
 

3. Page 10, clause V IA Evidence of paymen t approvat 

.Approval of ,pymet t in our Faculty is usually practised
afte i [Ke inies t, igaNtor:; have sbuit:ted a memorandum to the dean
together "with n ocesstjr y documrent (receipt, invoice). The dean
will thn -iidors, tl w.nmotandl m which makes effective payment to 
the suppliers or rejlnhirsem,-nt to the principal investigat.or. 
'his action is taken as a proof for approval. 

4 . ':ge 11, ! nt s, H 7., Witlhol]ding tax 

4. 1. Sa.lar ., ,';, pvi djiumn In our countrjes those wh.. 
cor generate income from whnL;,ever source they earn (includinrg
grant) have to be personalty responsible for paying tax. We
therefore do not wish to withold any tax for the Revenue 
Depar timen t. 

4.2 Payuern t At goods arid seorvices to suppliers: This is 
likewise not wlihiel]d with the same rason stated in 4.1. 

IF USAI[. t.i00 L n. Mithulding tax needs to b:e done,
the Agency should inform us in writing, so that we could not 
accordinig.ly. I do ,ntlerstnd that expense from ISAID grants is 

http:accordinig.ly
http:investigat.or
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in general tax exempkeI. Any movemen t of tLhis nature would only 
serve to ire-a5e'? Ir[iroepsar ity the cost of research. The Agency 
should a.:o take irit.n aPoC iLt how to deal with investigators who 
have not: ,LFn previ vIrfOrMlOI on this matter, especially when 
Lihe con trat t, i rr'1 11,)w could they rind money to pay back 
the with ioldnr :';. _ircc the orats have been used up? 

Your s fait. Ifu ily, 

fL/l /1,,.6( 

Sr [sin Kiusmith, I).Sc. 
Associate Professor
 
IDepar tmebit of microbiology and Inmunology 
Faculty of Tropical iedi cine 
Hfahidol University, Bangkok 10400 

,/
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RESEARCH GRANT 

MAHI1DOL UNIVERSITY 

GRANT NO. 936-5542-G-00-5079-00 

DEVELOPMENT OF IMMUNOD LAGOS IS AND IMPROVEMENT 

IMMUNOTHEKAPY OF SNAKE VENOM POISONING 

OF 

PREPARED FOR REGIONAL INSPECTOR GENERAL/AUDIT/MANILA
 

PREPARED BY ERNST & WHINNEY (BANGKOK)
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MARIDOL UNIVE'RSITY
 

DEVELOPMENT OF IMMUNODTAGOSIS AND IMFROVEMENT OF
 

IMMUNOl'HERAPY OF SNAKE VENOM POISONING
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8.1 SHORTCOMINGS OR LACK OF INTERNAL CON2ROL 8-10
 

8.2 IMPROVEMENTS 10-12
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* These pages are not included, refer to summary report. 
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6. RESULT OF VER[FICATION OF 1)ISBURSFIENTS 

Fund received Actual
 

Description Total Budgeted to date Spendin 
 Verification
 

US$ Baht Baht Baht Baht % 

SALARY 38,400 1,017,600 233,594 391,890 391,890 100 
EQUIPMENT 43,875 1,162,687 919,413 807,100 807,100 i00 

MATERIAL AND 

SUPPLY 33,200 879,800 268,102 477,845 477,845 ±00 

TRAVEL 16,500 437,250 18,200 - ­ -

CENTRAL RES.
 

FAC. COST 14,706 389,709 194,722 194,722 194,722 100 
OTHER COST 2,600 68,900 1.5,825 19,628 - -

TOTAL 149,281 3,955,946 1,649,856 1,891,185 1,871,557 99 

Questioned 

Cost 

(Baht) 

Based on total expenditures selected, Baht 51,054 reported
 

as "Equipment" is quesLioned as to the adequacy of
 

supporting documentation. As discussed with the Principal
 

Investigator, such amount represents the accrual for
 
purchnse of some equipment items but is not supported by
 

any documuentation. 
 51,054 
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7. COMPLIANCE - TERMS OF GRANT AGREEMENT 

Based on the samples selected there has been compliance
 

with the terms of the grant agreement. The exceptions
 

ara as follow :
 

7.1 	 Custom duty were included in the cost of reagents 

acquired by the project funds. Details of which are
 

as follow :-


Receipt No./Date 	 Amount (Baht) 

43 / 31.3.86 2,745 

44 / 31.3.86 3,951 

6,696 6,696 

.7.2 	 The number of staff exceeds the budget which there is 

no prior written approval from USAID as follow : 

Description 	 Budget Actual
 

Administrative staff 
 1 22,200
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7.3 No tlIIMesheets were prepared to document the time 

actually devoted to the projec: by the Principl 

[lnvestigator and the Co-ltvtstigator to sabsrantiate 

the paymIlent of tal ary of Baht [61,190. We are 

therefore unable to state whether such persons 

devoted tile tLime at percentage as set out in the 

budget or not. 161,190 

Total Questioned Costs 
 241,140
 

Furthermore, included in the aforementioned are 

disbursement for Principal Investigator's salary of
 

Baht 68,505 as recorded in the "Status of Funds/And 

Request for Funds" which was neither approved in the 

budget nor was there written approval from USAID. 

The amount of Baht 241,140 is equal to US dollars 9,275 at the 

exchange rate of 1US$ = Biaht 26. 

8. STUDY AND EVALUATION OF INTERVAI, CONTROL 

Findings and recoiunendations 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 e,:,:ity's resources against waste, frauA and 

ineff iciencies. 

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

account Lng/operat tng data.
 

- in necuring compliance 
with the terms of grant agreement. 

(ii) improvementj In order to supplement the existing system of 

internal control. 
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8.1 SHORTCOMINS OR LACK OF INTERNAL CONTROL 

8.1.1 	 Administration of Grant Funds
 

Administration 
 of grant funds are by the 	 Principal 

Investigator except for 
the area- as set out 
in section
 

3. 

In o:der to promote the efEfi..iertcy and effectiveness of 

research undeLtalen by the Pc incj.pal fuvesLi ,ator, (ie 

to allow greater time to be de',oted to research work. 
admir istration could be [er furmked by L'lah idol University. 

Sriilarly, the Un [vurs i t a,, ba, [n a better 	 position to 
administer due to its admliLi.traLive sLaff complement who 

are t. 
 l Compe tenl I.nadmil nistration.
 

8.1.2 	 Segregation of Duties
 

From the Leview of payroll system, 
 there is inadequate 
segregatlon of duties whereby the following functions are 

carried out by 
 the 	 Principal Investigator
 

(i.e. Dr. Kavi) :
 

1. Approval of hiring/termination
 

2. Preparation of payroll sheet
 

3. Arranging/distribution of pay packets
 

1L is recommended that the function no. 
 2 be segregated
 

from others in order to strengthen control over the
 

project fund.
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8.1.3 	 Bank Reconciliation
 

Bank Reconciliation is not prepared.
 

Bank leconcllfation should be prepared and 
 documented for 
all Lank accounts on a monthly basis and s ubili tted to 
higher Lt, ponsibe officiaL for review and be initialled 

as evidence of reviewing. 

8.1.4 	 Fixed \srets 

No physical inspection of assets was carried out for 

project's assets. 

in order to provide 	a sound control over fixed assets, 
inspection of assets against register Is to be carried 

out annually by responsible official of the University. 

8.1.5 	 Time Record 

With reference to 7.5 
in order to comply with the terms 
of grant agreement, tibie record should be prepared to 
document the Limr- actually devoted theto project by each 

person. 

8.1.6 	 Issuanice of Payment Voucher 

Payment vouchers are noL prepared prior to disbursement 

for purchase of equipment, material and supply. 

[it ord,!r to etturn that all paymellts are made. with prior 
approval, payment vouchers should be prepared and 

effectively authorised before disburnements.
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8.1.7 Disbursement - Te:m of Grant Agreement
 

Ancillary to 7.1 and 7.3 are that disbursements are
 

neither in accordance with the budget nor are there prior
 

written approval from USAID.
 

It is recommended that disbursement not in accordance
 

with the budget should be made against prior approval
 

from Ub. ID.
 

8.2 IMPROVEMENTS
 

8.2.1 Payment - Cancellation 

Authorise' 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 ii order to prevent resubmission.
 

8.2.2 Official Receipt
 

Certain official receipts obtained are made out not in
 

the name of project but under the name of "Dr. Kavi 

Ratanabanangkuon".
 

It is recormnended thtat 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. 

qI>
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8.2.3 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 be made to cover valuable assets.
 

8.2.4 Withholding Tax - Personal income Tax
 

Payments of sala y 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). 

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 insignii ',ant. 
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8.2.5 Withholding Tax - Corporate Income Tax 

Payments 
 of goods to suppliers are made without
 
withholding tax of I 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 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 percent per 
month (maximum of 100
 

percent).
 

It is recommended 
 that I percent withholding tax be
 
deducted 
when any payments are made to juEiitJc body 
 in
 
order to preclude the consequence of the Revenue Code 
despite the fac-t at tis point in time the amount 

i vol,'ed is insigniflicant. 
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9. PRINCIPAL INVESTIGATOR'S RESPONSE TO THE REPORT
 



G.P.O. Box 1047 
Slnt,,, Btldiinj, Olh Floor.
 
132 Wireless Road, Bangkok 10500, Thailand.
 

Ernst &Whinney 
20th July, 1987 

Telephone: 25002337 
Cable: ERNSTAUDIT BANGKOK 
Telex: 87661 ERNST TH 

Dr. Kavi Ratanabanangkoon, FAX: (66)2.2501479 
Principal Inves tigator, (formerly 7iquad loungs & Co.)
 

Department of Hlicrobiology,
 
Faculty of Soience,
 

Mahidol University,
 
BANGKOK.
 

Dear Sir,
 

MAIlIDOL UNIVERSIT'I 

GRANT NO. 936-5542-.G-00-5079- )O 

DEVELOPMENT OF IMMUNODIAGOSIS AND IMPROVEMENT 

OF I[MU'IIOTHERAPY OF SNKE VENO POISONING 

Enclosed for y,.ur consideration please find a copy of our report (draft) in
 

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

.eferenzed subject.
 

.. with the 

wr i.ing within two weeks frcr the date of rhis letter in order that the 

fi.alI. report can be issued to IJSAID. Please feel free if you wish to 

ptovide us wit:h, any additionI, information/documents so as to ensure the 

accuracy and _oumpleteness of the report. 

Should you _uncut accuracy f the report kindly acknovledge in
 

In addition Lu Lh.e folegoing please advise in writing whether or not the 

staff as 'se out in ,ectloa 7.3 of this report perform services related to 

this grant. 

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

members of the s taff who have asseted us 1i carrying out our work. 

Yours faithfully,
 

7,
 



MAHIDOL UNIVERSITY 
Department of Microbiclcgy-A CABLE: SCIMA-IIDOI. 
Faculty of Science 16 TELEPHONE: (02) 2455197 

e, Rama VI Road, eangkok Io1ioo 	 TELEX: 84770 UNIMAHI TH 

r4 THAILAND 4.~ 

R-EvE Nov. 11, 1987. 

11 NOV 11q87 
Ernst 	and Whinney r! 
G.P.O. Box 1047
 
Sinthon Building, 9th Floor
 
132 Wireless Road, 0_._ .rT- _
 
Bangkok 10500 a0
 

Ref. 	 Mahidol University
 
Grant no. 936-5542-G 00--5079-00
 
"Development of limiunodlagnosis and 
Improven-ent of Immurot;herapy of 
Snake Venom Poison,-" 

Dear Sir :
 

,lThark 	 you for your draft on the review of financial and 
internal control systems of the referenced research grant from 
USAID. I am sorry for the long delay in my reply. 

I would like to response to your findings as follows
 

Sectn.o 1$6. '11hw 1aht 51,054 was th, amount representing the 
accrual for purchLuse of two pieces of e(u'ipments : an uItraviolet 
detector (IK1!. Uvicord) and a peristaltic pump which totaled Baht 
88,003.75. Documents o,, these items have since been available. 

Sq c ti onri0(. 1 A salary of about Baht 4,000 /month was 
disbursed fr t~nk: - I . f or the followjng reasons. Originally one 
of the ci-inve'tn. -t op:; ( )r.P.1B.tWi1ing ) iitended to cont.ribut-e 
70% of his Lime to this project bat later he }as participaed in 
and receId salary from two othle0r USA]I) furde, proj-.ct.s (Grant 
No. 93E-5542 G--00-6027--00 arid Grant. No. 936-5542-G-00-7030-00) 
It has been agreed arli(Jng the investiga tors that since the P.I. 
has contrihl.ed full.Lime to only the snake venom project, half 
of Dr. Bi I I 1 n1's sal,-y will be paid to the P.I. This 
distribution of salary i.; within the budget set in this category 
and thereforez L did riot inform or seek approval from USAID. 

Serc,r-,_t,i cr 107. 2 C1u1!- torin du ty Was paid f or the perishable 
reagents us;ed in tLhe project. At th.h time there was no mean of 
expediting the Cus tor clearing procedure. The biochemicals would 
have peri.;lied du irif Uithe days of waiting for custom clearing by 
the Universi.ty per,. ' . Arrangements have since been made 
with the IJn-ivers!i,y 'r, th0s matter and custom duty will riot be 
paid from [. 1) omi now onthe grant 

http:Universi.ty
http:88,003.75


SectLion 7'.-3 "'lie administrative staff which has been paid
Baht 2,600 /montli carried out the following responsibilities ' 

a) typing various reports and manuscripts of the research 
project
 

b) accounting
c) purchasing from local markets small items or spare parts 

used in ,h7 laboratory oln the research project 
d) repairing and maintaining simple equipments for example 

,changing vaccuum pump oil, repairing or changing 
electrical plugs etc.
 

Those works are time consuming and the staff has done a 
great deal to ease the work load from the researchers. However, 
I regret not ha1ig seek the approval of the USAID. 

As far as other sections (loe 17.4 and 8) are concerned 
the matter has been discussed by USAID and ahidol University in 
a Workshop in Vakorn Prathom during 24-2£ July 1987. I am sure 
the recommendation will be made available soon. 

I thank you and your capable staff Is. Sunee 
Watrinapolmongkol for valuable discussions arid suggestions. I am 
happy to Iearn that the Faculty of Science, hahidol University 
has decldad to taho over all the administrative work of all the 
USAID grant! In th o faculty. Hopefully this will minimize the 
problems encountered by the researchers and the auditors. 

I would welcome and appreciate any further suggestions 
or advice from you.
 

Sincerely yours,
 

Kavi Ratanabanangkool Ph.D. 
Associate Professor and 
Principal Investigator 
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