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AUDIT OF
ECONOMIC DEVELOPMENT FOUNDATION, INC.
PHILIPPINES
AUDIT REPORT NO. 5-492-92-18-N

July 9, 1992

The Fund Accountability Statements presents fairly the receipts and
expenditures of EDF except for $89,280 in questioned costs. Although no
material internal control weakness were noted, there were several material
instances of noncompliance which resulted in the questioned costs above.

FINANCIAL INFORMATION CONTAINED IN THIS
REPORT MAY BE PRIVILEGED. THE
RESTRICTIONS OF 18 USC 1%S SHOULD BE
CONSIDERED BEFORE ANY. INFORMATION IS
RELEASED TO THE PUBLIC.
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DEVELOPMENT

July 9, 1992

TO: Richard A. Johnson
Agting Director, USAID/Philippings

FROM: es B. Durnil, RIG/A/Singapore

SUBJECT:  Audit of Economic Development Founcation, Inc. - Philippines (EDF)
Audit Report No. 5-492-92-18-N

The accounting firm Carlos J. Valdes & Co., an affiliate of Coopers and Lybrand, performed
a financial audit of Economic Development Foundation, Inc. Five copies of the audit report are
attached for your action.

The Philippine Assistance Program Support Project is a $25 million project to develop and
implement high-priority infrastructure and private sector projects for the Philippine Assistance
Program (PAP). The private sector assistance is provided to proponents through the Pre-
Investment Facility (PIF), which finances feasibility studies of Philippine and U.S.
nationals/firms for potential business projects under the PAP. On January 30, 1990,
USAID/Philippines and Economic Development Foundation, Inc. (EDF) entered into a three-
year $5 million cooperative agreement for the administration and implementation of the PIF.
EDF solicits participaticn, screens proposed projects, and monitors the implementation of
feasibility studies. The period covered by the audit was January 30, 1990 through November
30, 1991, during which EDF reported that it received $731,486 and incurred expenses
amounting to $524,907.

The audit objectives were to: (1) determine whether EDF’s Fund Accountability Statements
present fairly the receipts and expenditures of the cooperative agreement; (2) report on EDF’s
system of internal controls; (3) report on EDF’s compliance with applicable laws, regulations,
and agreement terms; and (4) determine EDF’s final overhead rate for calendar year 1990 and
provisional overhead rates for calendar years 1991 through 1993.

The auditors reported that EDF’s Fund Accountability Statements present fairly the receipts and
expenditures of EDF except for $89,280 in questioned costs. Although no material internal
control weaknesses were noted, there were several material instances of noncompliance which
resulted in the questioned costs above. Finally, the auditors determined the final EDF overhead
rates for calendar years 1990 and 1991. However, the provisional overhead rates could not be



determined for calendar years 1992 and 1993 because the necessary data was not available as
EDF’s projects vary from year to year.

EDF officials generally agreed with the audit findings and recommendations and their comments
are included in their entirety in the "Views of Responsible Officials" section of the audit report.

We are making the following recommendations to be included in the Inspector General
recommendation follow-up system.

Recommendation No, 1; We recommend that USAID/Philippines resolve the
$89,280 in questioned costs ($88,610 unsupported costs and $670 other
unallowable costs) identified in the report and recover any amount
determined to be unallowable.

Recommendation No. 2: We recommend that USAID/Philippines recover
from Economic Development Foundation, Inc. $8,727 in interest earned from
advances and verify that Economic Development Foundation, Inc. has
established and implemented procedures to report to USAID the amount of
interest earmed on advances and remit the appropriate amount to
USAID/Philippines at least quarterly.

Recommendation No, 3: We recommend that USAID/Philippines verify that
Economic Development Foundation, Inc. establishes and implements
procedures to: (1) issue checks directly to parties providing goods and
services, and not in favor of other parties; (2) maintain adequate payroll
records which include personnel files, employment contracts, time records,
and accomplishment reports, if required; (3) maintain adequate travel
records which include proper authorization of travel and documentation of
travel vouchers to subtantiate costs incurred during travel; and (4) properly
mark AID-financed equipment.

Recommendation No. 4: We recommend that the USAID/Philippines Grants
Officer negotiate the final overhead rates for calendar years 1990 and 1991
with Economic Development Foundation, Inc.

We appreciate the courtesy and cooperation that USAID/Philippines and EDF extended to the
auditors and our staff during the course of the audit.

Please provide me within 30 days the status of any actions planned or taken to close the
recommendations.
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April 24, 1992

Mr. James B. Durnil

Regional Inspector General for Audit/Singapore

United States Agency for International
Development

111 North Bridge Road

#17-03 Peninsula Plaza

Singapore 08617

Dear Mr. Durnil:

This report presents the results of the Non-Federal Audit of the
Cooperative Agreement with Economic Development Foundation, Inc. (EDF)
under Grant No. AID 492-0452-A-55-0024-00 of the United States Agency for
International Development.

A. DBACKGROUND INFORMATION

Under this Cooperative Agreement which was executed on January 30,
1990, the United States Agency for International Development (USAID)
will provide financial assistance amounting to U.5.%$5,000,000
(P110,000,000) to the Economic Development Foundation (EDF) to
administer the Philippine-U.S. Private Sector Pre-Investment Facility
(PIF) which is a component under USAID’s Philippine Assistance Program
Support (PAPS) Project.

The objectives of the Philippine Assistance Program (PAP) supported by
the PAPS Project include the rapid expansion of the productive capacity
of the economy, development of a well dispersed agro~industrial
economy, and a creation or expansion of activities which utilize
indigenous raw materials with immediate export potential. To achieve
these objectives, the PAPS Project will provide assistance to develop
and implement high priority infrastructure and private sector projects
under the PAP. Support for the development of infrastructure will be
provided to the Committee on Developmeat Assistance, the Philippine
Government Agency having overall responsibility for the implementation
of Official Development Assistance to the Philippines. PAPS Project
assistance for the private sector will be provided through this
Cooperative Agreement in support of the PIF.



The PIF is a three year program which eeeke to encoursge private
investment in employment-generating activities in econcmic development
zones and other priority areas outside the National Capital Region as
well as in priority eectors targeted by PAP (known as Multilateral
Assistance Initiative or MAI).

Specifically the PIF will provide financial assistance to Philippiné
and U.S. Nationals for feasibility studies for potential business
projects that are consistent with PAP objectives.

EDF will be responsible for the overall establishment of policy
guidelines for the administration of the PIF. EDF will be accounteble
to USAID for the administration of PIF funds which will be provided by
USAID in the form of cash advance.

AUDIT OBJECTIVES AND SCOPE OF WORK

As stated in Article 11 of the Delivery Order., the objectives of this
non-federal audit are to:

- determine if the Fund Accountability Statement of the organization
rresents fairly the receipts and expenditures under the Cooperative
Agreement with USAID and whether the expenditures are allocable.
allowable and reasonable.

- report on the organization’s system of internal controls.

- report on the organization’s compliance with applicable laws,
regulations and agreement terms.

- determine the final overhead rates for calendar year 1990 and 1991
and provisional overhead rates for calendar years 199Z and 1993.

The scope of our audit covers the pericd January 30, 1990 to November
30, 1991. Total USAID advances for this period amounted to U.5.$731,.486
(P19,8B20,589) where U.5.$381.,234 (B10,038,133) represents
Adninistrative Fund and U.S5.$350,252 (F9,782.456) represents Private
Sector PIF Fund. Of these advances, EDF dishbursed [J.5.$355,198
(E3,352,584) representing 93% and U.S5.$169,709 (F4,739.,932)
representing 48% of the cumulative advances for Administrative Costs
and PIF Assistance, respectively.

For the purpose of quantifying the Philippine Peso to U.S. Dollars, we
used the exchange rate of F26.3306 and F27.9278 to U.5.$1.00 for
Administrative fund and PIF fund, respectively. This represents the
average exchange rate of the total cumulative advances in Philippine
Pesos to the cumulative advances in U.S. Dollars from January 30, 1990
through November 30, 1991.
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In determining compliance with agreement terms, applicable laws and
regulations, we have designed audit steps and procedures to provide
reasonable assurance of detecting errors, irregularities and illegal
acts and we were als) aware of the possibility of illegal acts that
could have an indirect and material effect on the Fund Accountability

Statements.

RESULTS OF AUDIT

The following are the results of this audit:

1. Financial Review

Our audit disclosed that except for questioned costs amounting to
U.5.$89,280 (F2,430,043), out of total disbursements of U.S.$524,907
(B14,092,516) or 17%. the Fund Accountability Statements present fairly
the receipts and disbursements of Economic Development Foundation and
Proponents for the period January 30, 1990 to November 30, 1991.

2. Review of Internal Control Svstem

We noted certain matters involving the internal control structure and
its operations in the areas of fund management, documentation of
agreement with proponents, procurement, reimbursement of travel
expenses and payroll. We have reported these matters to the management
of Economic Development Foundation and Proponents. These have been
responded upon as indicated in Section II of this report.

.3. (Compliance Review

The results of our tests of compliance disclosed the following
instances of noncompliance, the effects of which have not been
corrected in the Fund Accountability Statements for the period January
30, 1990 to November 30, 1991 of Economic Development Foundation and
Proponents. Instances of noncompliance included nonremittance of
interest earned on USAID advances, claims for expenditures which were
not allocable to the'grant, those in excess of budgeted amounts and
those without supporting documents as defined in agreement terms,
aplicable laws and regulatons.

- 111 -



4. Qverhead Rates

We have determined the indirect cost rates for 1990 and 1991 to be
51.02% and 79.84%. respectively. The Auditors were not able to
determine the provisional indirect cost rates for 1992 and 1993 because
the data necessary for the calculation is not available. In addition,
due to the nature of EDF’3 operations (the projecta EDF is involved
into varies significantly from year to year) it was not possible to

project indirect cost rate.

SUMMARY OF MANAGEMENT COMMENTS
EDF and proponents” officials generally agree with the findings and
recommendations and their comments are included as "auditee”s response”

in this report.

REPORT

We present in the succeeding sections the details of this report.

1 Financial Section

a) Auditor’s report on the Fund Accountability Statements

b) Rhwmd Accountability Statements (Schedule I to XI)

¢) Details of Expenditures Questioned by the Auditors (Schedule
I-A to X-A)

II Internal Control Section

a) Auditor”s report on Internal Control
b) Record of Audit Findings

II1 Compliance Section

a) Auditor’s report on compliance with  agreement  terms,

appliceble laws and regulations
b) List of agreement terms, applicable laws and regulations

not conplied by Grantee/Proponents

IV. Computation of Indirect Cost Rate

Very truly yours,

CARLOS J. VALDES & CO.

By:

ol;aﬂku—\

NDA O. LEDESMA

Partner

_iv_



I. FINANCIAL SECTION

A. FINANCIAL REPORT

B. FUND ACCOUNTABILITY STATEMENTS

I.
II.
III.
Iv.

VI.
VII.
VIII.

IX.

XI.

C. DETAILS

ITI-A.
IV-A.
V-A.
VII-A.
IX-A.
X-A.

Economic Development Foundation
Proponents

Shemberg Biotech Corporation

Vulcan Industrial and Mining Corporation
Asia Pacific Integrated Steel Corporation
Speedway Industrial Corporation

Jayvi Marketing Steel Corporation

3000 Polystructure.Systems Inc.

Sason Shop, Inc.

Minda International

St. Matthew Mining Ventures Co.

OF EXPENDITURES QUESTIONED BY THE AUDITORS
Economic Development Foundation

Shemberg Biotech Corporation

Vulcan Induatrial and Mining Corporation
Asia Pacific Integrated STeel Corroration
Jayvi Marketing Steel Corporatioh

Sason Shop, Inc.

Minda International
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Coopers & Lybrand (International)
Metro Manila, Philippines

telephones 865931/857706
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FINANCIAL REPORT

UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT
GRANT NO. AID 492-0452-A-55-0024-00
FOR THE PRE-INVESTMENT FACILITY

ADMINISTERED BY THE ECONOMIC DEVELOPMENT FOUNDATION

INDEPENDENT AUDITORS® OPINION

We have audited the Fund Accountability Statements of ECONOMIC DEVELOPMENT
FOUNDATION and PROPONENTS for the Pre-Investment Facility for the period
January 30, 1990 to November 30, 1991. These Fund Accountability Statements
are the responsibility of ECONOMIC DEVELOPMENT FOUNDATION and PROPONENTS®
managements. Our responsibility is to express an opinion on this report
baged on our audit.

We conducted the audit in accordance with generally accepted auditing
standards and government auditing standards. Theese standards require that
we plan and perform the audit to obtain reasonable assurance sbout whether
the Fund Accountability Statements are free of material misstatements. The
sudit includes examining, on a test basis evidence supporting the amounts.
An audit also include assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall
prregentation of the Fund Accountability Statements. We believe that our
audit provides a reasonable basis for our opinion.

Our audit disclosed questioned costs amounting to U.5.$89,280 (B2,430,043)
out of total disbursements of U.S.$524,907 (P14,092,516) or 17%.



In our opinion, except for the questioned cogte mentioned in the preceding
paragraph, the Fund Accountability Statements present  fairly  the
sccountability of ECONOMIC DEVELOPMENT FOUNDATION and PROPONENTS for the
Pre-Investment Facility from Januwary 30, 1990 to November 30, 1991, in
conformity with generally sccepted accounting principles applied on &

consistent basis.

A,a.t\poﬁ ﬁ Vﬂfwlﬂé Co

Metro-Manila, Philippines
March 27, 1992



REVENUE
ADMINISTRATIVE FUND
PRIVATE SECTOR PIF FUND

EVALOATION FUND

EXPENDITURES
AINISTRATIVE cOstS
SALARIES
FRINGE BENEFITS

TRAVEL AND PER DIRM

GRANT NO. AID 492-0452-4-55-0024-00

FOR THE

PRE-INVESTHENT FACILITY FUND

UNITED STATES AGENCY FOR INTERMATIONAL DEVELOPMENT

ADHINISTERED BY THE ECOKOMIC DEVELOPMENT FOUNDATION

FUND ACCOUNTABILITY STATEMENT - ECONOMIC DEVELOPMENT FOUNDATION
January 30, 1990 to November 30, 1991

BUDGE? ACTUAL

0. s. Philippine . S. ‘Philippine

Dollar Peso Dollar Peso
381,234 - 10,038,133
350,252 9,782,456
731,486 19,820,589
183,778 4,838,985 112,431 2,960,369
13,586 1,937,564 44,928 1,182,990
49,833 1,312,133 38,327 1,009,187

INELIGIBLE
U. § Philippine
Dollar Peso
156 4,100

QUESTIONED €OSTS

SCHEDULE 1 page 1 of 3

UNSUPPORTED
B U. §. ) Philipp;;;—
Dollar Peso REFERENCE
22,830 601,136 SCHEDULE I-A
9,088 239,296 - SAME -
3,622 99,370 - SANE -



ORFLCE BRNTAL
ORFICE FURNISHINGS

 ORFICE EQUIPHENT

INFORMATION MATERIALS

DIRBCT ADVERTISING COSTS
CREDIT INVESTIGATION SERVICES
COMMUNICATION

ORFICE HATERIAL AND SUPPLIES
PRONOTIONAL ACTIVITIES
HORKSHOPS

INDIRRCT COSTS

BUDGET
U.S.  Philippine
Dollar Peso
BT
11,898 313,281
32,090 844,949
14,031 369,445
21,910 976,903
11,859 312,255
6,216 163,671
6,303 169,962
14,206 314,052
3,571 94,026
89,114 2,346,425
B 1908

u. S.
Dollar

883
1,801
1,231

10,945
1,285

53,914

Philippine
Peso

443,837
199,993
814,304
301,966
219,125

23,251
205,405
190,546
288,191

33,820

1,419,588

QUESTIONED COSTS

INELIGIBLR
B. S. Philippine
Dollar Peso
1 25
3 822
188 4,947

SCHEDULE I page 2 of 3

REFERENCE

UNSUPPORTED

u. S. Philippine

Dollar Peso
2,173 57,219
1,348 35,4581
156 4,119
281 1,400
39,498 1,040,021

SCHEDULE I-A

- SAME -
- SAME -
- SAME -

- SAME -



SCHEDULE I page 3 of 3

QUESTIONED COSTS - B
BUDGET ACTUAL IRELIGIBLE UNSUPPORTED
. S. Philippine U. §. Philippine U. §. Philippine U. §. Philippine .
Dollar Peso Dollar Peso Dollar Peso Dollar  Peso REFERENCE
Balance Forwarded 545,908 14,374,085 355,198 9,352,584 188 4,847 39,498 1,040,021
PRIVATE SECTOR PIF FUND 4,204,092 117,419,449 169,709 4,739,932. 482 13,475 49,112 1,371,600 SCHEDULE"11
EVALUATION COSTS - 250,000 5,500,000 - - - - - -
5,000,000 137,293,534 524,907 14,092,516 670 18,422 88,610 2,411,621

OUTSTANDING BALANCE _ 206,579 9,728,073

_____ Difaba.
BL

SILI™ ZaBAY

Accountant Program| Nanagér



1. SALARIES

Sulary increase claimed prior to the
approval of Contracts Services
Division (CSD). Approval of CSD was
February 28, 1991. Salary increase
vas claimed for the month of
February.

Salaries paid to personnei not
included in the original budget.
Although this was approved by PESO,
the Cooperative Agreement was not
anended.

UNITED STATES AGEKCY FOR INTERNATIOMAL DEVELOPMENT

GRANT NO. AID 492-0452-A-S5-0024-00
FOR THE PRE-INVESTHENT FACILITY

ADHINISTERED BY THE ECONOMIC DEVELOPHENT FOUNDATION
DETAILS OF EXPENDITURES QUESTIONED BY THE AUDITORS - ECONOMIC DEVELOPMENT FOUNDATION

Various Payroll sheets/
Various cheques

Various - do -
Various - do -
Various - do -
Various - do -
Various - do -
Various - do -
Various - do -

12-10-90  CK402335

Various Payroll 8heéta/

Janvary 30, 1990 to November 30, 1991

{In Philippine Pesos)

PARTICULARS

EDF/Gil S. Garcia - Program Manager

EDF/Wilfredo Racelis - Technical Assistant
EDF/Roeo Hascardo.- Fund Administrator
EDF/Atenogenes Bundoc - PEV Evaluator
EDF/Merle Jean Deen - PEV Evaluator
EDF/Jenni Lin Bulan - Secretary

EDF/Reyes/Lorenzo/Cruz/Rabec/0f femaria/Arcibal
- Clerk Typists

EDF/Blesilda Zabay - Accountant/Auditor
Sergio Abella - Messenger/Utility

EDF/Johnny Gallego - Meesenger

9,900

1,610
15,983
17,394

3,088

3,120

34,960

SCHEDULE 1I-A page I of §

QUESTIONED CGSTS

9,900

1,610
15,983
17,394

3,0a8

3,120

91,510
957

34,825
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Consultancy fees clained as salaries
vhich are not in the budget.
Although this was approved by PESO,
the Cooperative Agreement was not
amended.

Sub-total - SALARIES

tate

9-27-90
Various
Various
Various
Various
Various
Various
Various
8-14-90
§-29-91
10-15-91

Reference

(k402289
Various
Various
Various
Various
Various
Various
Various
CE91099
Jv0087
Cr402618

PARTICULARS

EDF/Lucita Daniel - Assistant Secretary

Wilfredo Cuevas
Jennifer Catindig
Secorro Feliciano
Agnes Rodriguez
Rolando banrigue
Anbrosié Fontanilla
Isidro Macaspac
Nyra Sanchez
Verando Cruz

Hoises Dichoso

Reynaldo Ignacio

SCHEDULE 1I-A page 2 of 5

T0TAL INELIGIBLE  UNSUPPORTED
""" s - aw
e - 217,611

3,000 . 3,000
16,980 - 16,980
33,440 - 33,440

4,600 - 4,600

2,500 - 2,500
27,500 - 21,500
18,500 - 48,500

113,000 - 113,000
10,000 - 10,000
250 - 250
11,700 - 11,700
211,410 - 211,400
601,136 - 601,136




I1. FRINGE BENEFITS

This is a result of salaries
questioned since fringe benefit is

equivalent to 40X of salaries claimed.

III. TRAVEL AND PER DIEN
International travel not supported
by approved itinerary from USAID as
required by Applicable standard
provisions for  Non-U.S.,
Kon-Governmental Grantees #3 a.

Aivfare of EDF personnel who wae not

part of the Project Team. Errop
acknowledged by EDF. This amount
vill be.adjusted in cubeequent
reimbursenent.

Hathematical error in adding-up
charges per INV # 4126-27. Brror
acknovledged by EDF. This amount
vill be adjusted in subsequent
reimbursenent.

This expense was already included
as part of promotional activities.
Error acknowledged by EDF. This
amount will be adjusted in
subsequent reimbursement.

SUB-TOTAL

Various

12-05-90

6-05-91

Reference

Various

CK91032
402527

CR402374
402589

402329

402492

PARTICULARS

Economic Pevelopment Foundation
Executive Resources, Inc./
Flight Shop, Inc./ Mr. Garcia
Flight Shop, Inc./Hormillosa

Flight Shop, Inc./Garcia/Szbio

G. Garcla

SCHEDULE I-A page 3 of §

L MGHIGIE - OisiooRrs)
o S ..
95,370 95,370
2,194 2,794 -
1,000 1,000 -
306 306 -
99,470 4,100 95,370




IV. OFFICE FURNISHINGS

Leasehold Improvement and 8-14-90
Construction Costs (thege are 8-17-90
mot office furnishinge). BDF will 8-29-90
requeet for realignment of budget

from USAID.

V. COMMUNICATION

Excess claims over budgeted Various
amount,.

Budget 169,924

Clains 209,405

Excess - 35,481

BOF will request for realignment

from USALD.

VI. OFFICE SUPPLIES AND MATERIALS

Bank charges considered as penalty. 3-30-90

EDF  will adjust
reinbursement.

subsequent

91099/
402253/
402264

Various

Jv002

PARTICULARS

EDF/Emeez Construction

EDF/Mitra/DHL Fhils./Gallego/Sabio/Deen/
Garcia/Bplan/Daniel/Offenaria

Bank of Philippine Islands

SCHEDULE 1-A page 4 of 5

QUESTIONED COSTS

TOTAL INELIGIBLE UNSUPPORTED
51,219 - 517,218
35,481 - 35,481

25 25 -




VII. FPROMOTIONAL ACTIVITIES
Calling cards. EDF claims that these
are expenses for promotional
activities. EDF will obtain
clearance from USAID for eligibility
of expence.

Entertainment Expenses like beer and
lignor. EDF will obtain clearance

from USAID for eligibility of expense.

Nathematical error in liquidation
teport. EDF will adjust
eubsequent reimbursement.

Gifte to DTI representatives. EDF
vill adjust subsequent reimbursement.

SUB-TOTAL

IX. WORESHOP

{ar rental not supported by receipt
and contract.

TOTAL

Various

Various

10-24-91

3-04-91

10-25-90

Reference

Various

Various

JV148

Jvo71

(k402374

PARTICULARS

Bundcc/Deen/Garcia/Racelis/Sabio/Hitra/
Daniel/Grace Printing Press/Sanchez

Deen/Garcia/Racelis

Racelis -

Deen

Carmenia 0. Galicia

SCHEDULE I-A page 5 of §

(T G SRRy
2,500 - 2,500
1,619 - 1,619
510 510 -
312 312 -

LA

T .

1,044,968 4,97 1,040,021




PROPONENTS AUDITED
SHENBERG BIOTECH CORPORATION

YULCAN INDUSTRIAL AHD MINING
CORPORATION

ASIA PACIFIC INTEGRATED STEEL
CORPORATION

SPEEDWAY INDUSTRIAL CORPORATION

JAYVI MARKETING

3000 POLYSTRUCTURE SYSTEMS, INC.

SASON SHOP, INC.

MINDA INTERNATIONAL

UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT
GRANT NO. AID 492-0452-A-55-0024-00
FOR THE
PRE-INVESTHENT FACILITY FUND
ADHINISTERED BY: ECONOMIC DEVELOPMENT FOUNDATION

FUND ACCOUNTABILITY STATEMENT - PEOPONENTS
January 30, 1990 to Movexber 30, 1991

BUDGET ACTUAL INELIGIBLE

U. S. Philippine U. S. Philippine U. S. Philippine.

Doller Peso Dollar Peso Dollar Peso

205,386 9,736,384 109,258 2,800,191 - -

23,432 654,438 5,810 162,262 - -
17,141 495.500 6,724 187,804 212 7,597
14,590 407,510 7,314 204.291 - -
13,482 376,000 4,282 119,605 - -
9,709 211,157 4,65 135,618 - -
8,532 238,294 8,430 235,441 - -

8,501 237,430 1,789 217,817 210 5,878

UNSUPPORTED

U. S. Philippine

Dollar Peso
43,631 1,218,516
656 18,320
1,416 39,542
1,308 36,528
42 1,194
2,059 57,500

SCHEDULE Il page 1 of 3

SCHEDULE 111

SCHEDULE 1V

SCHELULE v
SCHEDULE VI
SCHEDULE VII
SCHEDULE VITI
SCHEDULE 1X

SCHEDULE X



SCHEDULE II page 2 of 3

BUDGET ACTUAL INELIGIBLE UNSUPFORTED
U. §. Philippine U. s. Fhilippine U. S. Philippine U. s. Philippine
Dollar Peso Dollar Peso Dollar Peso Dollar Peso REFERENCE
9. ST. MATTHEW MINING VENTURES CO. 7,368 205,800 3.664 102,900 - - - - SCHEDULE X1
10. NAZRULLAH B. MANZUR 1,790 50,000 895 25,000 - - - -
11. SANTIAGO ASSOCIATION OF TRIBAL
COURCIL 1,790 50,000 B85 25,000 - - - -
12. GOODLAND RICEMILL AND STORR 1,611 45,000 806 22,500 - - - -
313,912 8,767,513 151,753 4,238,429 482 13,475 49,112 1,371,600
B. PROFONENTS NOT AUDITED
1. TAGABACA SMALL COCONUT FARMERS
ASSOCTATION 6,714 187,500 3,343 93,313
2. CELEBES AGRICULTURAL CORPORATION 6.093 170,185 3,046 85,093
3. MAGALLANES PRAWN/BANGUS GROWERS
HULTI-PURPOSE COOPERATIVE, INC. 5,029 140,450 2,514 70,224
4. S5TO. NINO PEACE MAKERS INTEGRATED
DEVELOPMENT COOPERATIVE, IKC. 2,573 11,850 1,286 35,925
3. MBD RATTAN AND WOOD FURNISHING 1,969 55,000 974 21,200
6. PHELA RESOURCES CORPORATION 1,834 51,235 1,834 51,235

Ny



10.

i1

12.

13.

14.

15.

RUDY NEGROS BATTERY AND ALLIED
SERVICES

DAHALIAN ORGANIZATION MOVEMENT
REMA F0OD CPRODUCTS
ABUBAEAR MAULANA HALUN

ALANG-ALANG CERAMICS PRODUCERS
ASSOCTATION, INC.

DAPITAN CITY FISHPORD OPERATORS'

INTEGRATED COOPERATIVE, INC.
HADJT SALI SAMSUYA

LEYTE SAN JOSE ICE PLAKT AND
HARKETING

UNEX INDUSTRIES, INC.

PRIVATE SECTOR PIF FUNDS
OT DISBURSED

SCHEDULE II page 3 of 3

BUDGET ACTUAL
U. §. Philippine i. § Philippine
Dollar Peso Dollar Peso
1,432 40.000 116 20,000
1,342 37,490 661 18,453
1,074 30,000 531 15,000
895 25,000 716 20,000
895 25,000 448 . 12,500
895 25,000 448 12,500
895 25,000 531 15,000 -
895 25,000 448 12,500
895 25,000 448 12,500
33,430 933,710 17,956 501,503
3,856,750 107,718,226 - -
4,204,092 117,419,449

ﬁ(M e

BLESILBA ZABAY
Aceountant

INELIGIBLE UNSUPPORTED
u.s Philippine U. §. Philippine
Dollar Peso Dollar Peso
14,4175 49,112 1,371,600

\GAKCIA
Progran Manager




Y

SCHEDULE 111
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPHENT

GRANT NO. AID 492-0452-A-55-0024-00
FOR THE
PRE- INVESTHENT FACILITY
ADHINISTERED BY THE ECONOMIC DEVELOFMENT FOUNDATION

FUND ACCOUNTABILITY STATEMENT - SHEMBERG BIOTECH CORPORATION
Januvary 30, 1990 to November 30, 1991

QUESTIONED  COSTS

BUDGET ACTUAL INBLIGIBLE UNSUPPORTED
LS Bilimie Vs il 05 mimie 0 PhiLippine.
EXPENDITURE Dollar Peso Dollar Peso Dollar Peso Dollar Peso REFERENCE
s 645 59016 SCHEDULR 111-A
TRAVEL 11.668 325,897 5.834 162,948 - - - -
PER DIEM 7,314 205.950 3,496 97,475 - - - -
ENVIRONMENTAL STUDY AND REPORT
PREPARATION 7.160 200,000 1,342 37,500 - - - -
OFFICE SUPPLIES AND MATERIALS 448 12.500 224 6,250 - - - -
COMMUNICATION 448 12,500 224 6,250 - - - -
SCIENTIFIC ENGINEERING STUDY 62,746 1,752,477 31,313 876,238 - - 21,193 758,500 - SAME -
TRANSPORTATION 6,445 180.000 -

Arcountant Program Wanager



UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPHENT SCHEDULE I1I-A
GRANT NO. AID 492-0452-4-55-0024-00
FOR THE
FRE- INVESTMENT FACILITY
APHIRISTERED BY THE KCONOMIC DEVELOPMENT FOUNDATION
DETAILS OF EXPENDITURES QUESTIONED BY THE AURITORS - SHEMBERG BIOTECH CORPORATION
Janvary 30, 1999 to November 30, 1991
(In Fhilippine Pecns)

QUESTIONED COSTS

Date Reference PARTICULARS TOTAL INELIGIBLE UNSUPPORTED
PERSONNEL COST
External services of foreign consultants 2-25-91 0800 APV Philippines, Inc. ) 459,016 - 459,016
vithout contract and proof of papment. T TR 0 06
SCIENTIFIC/EKGINEERING STUDY
Rental for APV pilot equipment and 2-25-91 799 APV South East Asia Pte., Ltd. ’ 759,500 - 159,500

other related cost net supported
by contract and proof of payment.

TOTAL 1,218,516 - 1,218,516




EXPENDITURE

PERSONNEL
TRAVEL

PER DIEN
BEPORT SURPLUS
COMHUNICATION

EXPLORATION

UNITED STATES AGENCY FOR INTERWATIONAL DEVELOFNSNT
GRANT HO. AID 492-0452-A-55-0024-00
FOR THE
PRE- INVESTMENT FACILITY
APHINISTERED BY THE ECONOMIC DEVELOFHENT FOUNDATION

FUND ACCOUNTABILITY STATEMENT - VULCAN INIUSTRIAL AND HINING CORPORATION
Janvary 30, 1990 to November 30, 199}

QUESTIONED COSTS

SCHEDULE 1V

REFERENCE

BUDGET ACTUAL INELIGIBLE UNSUPPORTED
LS il Vs Wil 05 il 05 A
Dollar Feso Dollar Peso Dollar Peso Dollar Peso
Cam mesm L smao - PR
12 2,000 46 1,305 - - - -

L | 1,500 - - - - - -

215 6.060 85 2,318 - - - -

286 8,000 21 595 - - - -
16.883 527.400 3,755 104,844 6,574
Cman e sen lan e s

BLESILUK ZABAY
Accountant

GIL\S.\ GARCIA
Progran\Nanager

- SAME -



UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT SCHEDULE Iv-A
GRANT NO. AID 492-0452-A-5S-0024-00
FOR THE
PRE-INVESTMENT FACILITY
, ADHINISTERED BY THE ECONOMIC DEVELOPMENT FOUNDATION
DETAILS OF EXPENDITURES QUESTIONED BY THE AUDITORS - VULCAN INDUSTRIAL AND MINING CORPORATION
January 30, 1990 to Noveaber 30, 1991
{In Philippine Pesos)

QUESTIONED C0STS

Date * Beference PARTICULARS T0TAL INELIGIBLE UNSUPPORTED
PERSORNEL
Excess reimbursement over actual Various Various Caoile/Minas/Paulino/Enriques 1,875 - 1,875
costs incurred. EDF will amend ’
Reimbursement Agreement.
Consultancy fee not supported by Various Various Gervacio 3,500 - 3,500
updated contract.
Hr. Glorio was not included as 12-15-90/  CE#075093 L. Glorio ' n - n
Consultant in the budget. 1-05-91 ame

11,746 - 11,746

EXPLORATION COSTS
Excess of actual salaries over Various Various Various 6,574 - 6,574
budget which were reclassifiedy P bl
EDF as Exploration Costs. EDF will
anend Beimbursement Agreement.’
T0TAL 18,320 - 18,320




SCHEDULE V
UNITED STATES AGERCY FOR INTERNATIONAL DEVELOPMENT

GRANT NO. AID 492-0452-A-S5-0024-00
FOR THE
PRE-INVESTHENT FACILITY
ADHINISTERED BY THE KCONOMIC DEVELOPMENT FOUNDATION

FUND ACCOUNTABILITY STATEMENT - ASIA PACIFIC INTEGRATED STEEL CORPORATION
January 30, 1990 to November 30, 1991

QUESTIONED COSTS

BUDGET ACTUAL INELIGIBLE UNSUPPORTED
US Bilimie 05 Bilmie 0.5 il 08 m
EXPENDITURE Dollar Pego Dollar Peso Dollar Peso Dollar Peso REFERENCE
mesows. na e ome een mo ow L -
TRAVEL 3,079 86,000 1,287 35,958 | - - - -
PER DIEM 5,236 146,250 2,348 65,556 - - 856 23,917 SCHEDULE V-4
ENGINEERING DESIGN/STUDIES 1,119 31,250 560 15,625 - - 560 15,625 - SAME -
REPORT SUPPLIES AND MATERIALS {48 12,500 16 469 - - . - -
COMMUNICATION 448 12,500 224 6,250 - - - -
17,741 495,500 6,724 187,604 27 711597 1,418 38,542
III=323II3I | Z3;z3zizIziz omzzzzzzzaz osszzzzozssas o ::ii:: b booozofooos i;j;:::::: zzzzzzzoaiz
7 Pl
BLESILDA ZABAY GIA_S. GARCI

Accountant Progras Manage



PERSONNEL

Salaries paid to personnel not
included in study team. EDF will
deduct from proponent’s subsequent
reinbursenent.

Sub-total

PER DIEM

Per diem charged in excess of the
rates allowed by USAID. Per EDF, this
vas alloved during the early
implementation of the PIE.

ENGINEERING DESIGN/STUDIES

Proof of payment is not available.

TOTAL

URITED STATES AGENCY FOR INTERNATIONAL DEVELOPHENT
GRANT NO. AID 492-0452-A-55-0024-00

ADMINISTERED BY THE ECONOMIC DEVELOPMENT FOUNDATION

FOR THE
PRE- INVESTHENT EACILITY

DETAILS .OF EXPENDITURES QUESTIONED BY THE AUDITORS - ASIA PACIFIC INTEGRATED STERL CORPORATION

Various

Various

Various

10-28-90

January 30, 1990 to November 30, 1991

Reference

Payroll sheets

Payroll sheets

Cash Vouchers

Cash Vouchers

(In Philippine Pesos)

PARTICULARS

Agueda Acobo - Bookkeeper

Marciano Acobo - Driver

Beajawin Chua

Concep, Inc.

SCHEDULE V-A

QUESTIONED COSTS


http:DETAILS.OF

SCHEDULE VI
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT

GRANT NO. AID 492-0452-A-55-0024-00
FOR THE
PRE-INVESTHENT FACILITY
ADHINISTERED BY THE ECONOMIC DEVELOPHENT FOUNDATION

FUND ACCOUNTABILITY STATEMENT - SPEEDWAY INDUSTRIAL CORPORATION
January 30, 1990 to November 30, 199}

QUESTIORED COSTS

BUDGET ACTUAL INELIGIBLE UNSUPBORTED
S Biligie 0.5 Rilie 05 i 0 Philippine
EXPEKDITURE Dollar Peso Dollar Peso Dollar Peso Dollar Peso REFERENCE

asows, L mn s e o . T T
TRAVEL 1,392 38,670 9 22,227 - - - -
PER DIEM 1,679 16,890 888 24,793 - - - -
ENGINEBRING DESIGH/STUDIES 895 25,000 448 12,500 . - - -
OFFICE SUPPLIES AND MATERIALS 217 7,750 T - - -
COMNUNICATION 107 3,000 54 1,500 - - - -
OTHER COSTS | 2,685 75,000 1,342 31,500

BLESILDA ZABAY GIL'S.| GARCI
Accountant : Prograu|Manage




SCHEDULE VIT
URITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT

GRANT NO. AID 492-0452-4-55-0024-00
FOR THE
PRE-IRVESTHENT FACILITY FUND
ADMIKISTERED BY THE ECONOHIC DEVELOPMENT FOUNDATION

FUND ACCOUNTABILITY STATEMENT - JAYVI MARKETING CORPORATION
January 30, 1990 to November 30, 1991

QUESTIONED COSTS

BUDGET ACTUAL INELTGIBLE UNSUPPORTED
| S Milipie U5 Bilimie 05 Bl 05 Bl
EXPENDITURE Dollar Peso Dollar Peso Dollar Peso Dollar Peso REFERENCE
mesowEL N P N T - %9 T80 SCHEDLR VII-A
TRAVEL 3,019 . 86,000 1,207 33,713 - - 495 13,824 - SAME -
PER DIEM 4,350 121,500 1,142 31,909 - - 944 15,204 - SAME -
OFFICE SUPPLIES AND MATERIALS 340 8,500 11 307 - - - -
COMMUNICATION 322 9,000 102 2,860 - - - -
TECHNOLOGY TRANSFER 1,61t 45,000 l 191 q- - - -

______ zﬂg{av \/ _
BLESILDA  ZXBAY GIL £ BARCIA

Accountant ‘ Progras panager




UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT SCHEDULE VII-A
GRANT NO. AID 492-0452-A-5S-0024-00
FOR THE
PRE- INVESTHENT FACILITY
ADNINISTERED BY THE ECOMOKIC DEVELOPMENT FOUNDATIOM
DETAILS OF EXPENDITURES QUESTIONED BY THE AUDITORS - JAYVI MARKKTING STEEL CORPORATION
January 30, 1990 to November 30, 1991
{In Philippine Pesos)

QUESTIONED COSTS

Date Reference PARTICULARS TOTAL * INELIGIBLE UNSUPPORTED

PERSONNEL
Salaries paid to personnel who was not  Various Various Jennifer S. Viray 1,500 - 1,500
part of the study team. EDF will amend -
Reimbursement Agreement.

TRAVEL

Foreign travel incurred by personnel 9-03-90 Cvo21t Juanita Viray 13,824 - 13,824
who were not part of the study team.
EDF will amend Reimbursement Agreement.

PER DIEN

Foreign per diem of personnel not 9-03-90 cvo211 Juanita Viray 15,204 - 15,204
in the study teas. EDF will amend
Beimbursement Agreement.

10TAL 36,528



SCHEDULE VIII
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT

GRANT NO. AID 492-0452-A-55-0024-00
FOR THE
PRE-INVESTHENT FACILITY FUND
ADHINISTERED BY THE ECONOMIC DEVELOTHENT FOUNDATION

FUND ACCOUNTABILITY STATEHEHT - 3000 POLYSTRUCTURE SYSTEMS. INC.
January 30, 1990 to November 30. 1991

QUESTIONED (C0STS

BUDGET ACTUAL INELIGIBLE UNSUPPORTED
S Wiliwie s Wil 05w 0s
EXPENDITURE Pollar Peso Dollar Feso Dollar Peso Dollar Peso REFERENCE

e B
TRAVEL 1,561 43,587 785 21,934 - - - -
PER DIEM ) 1.174 323790 587 ' 16.395 : ‘ - - -
ENGINEERING DESIGN/STUDIES 269 7.500 134 3,750 - - - -
REPORT PREPARATION 286 8,000 143 4,000 - .~ - -
OFFICE SUPPLIES/MATERIALS 107 3,000 54 1,500 - - - -
CORNUNECATION 7 2,009 32 899 - - - -
OTHER COSTS (SOIL TEST ANALYSIS) " 806 22,500 403 11,250 - - - -

BLESILDA ZABAY

Accountant Progran Manag



PERSONNEL

TRAVEL
PER DIEN

COH&UNICATIOH AND OFFICE SUPPLIES

UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT
GRANT K0. AID 492-0452-A-55-0024-00
FOR THE
PRE-INVESTMENT FACILITY FUNP .
APHINISTERED BY THE KCONONIC DEVELOPMENT FOUNDATION

FUND ACCOUNTABILITY STATEMENT - SASON SHOP
January 30, 1990 to November 30. 1991

QUESTIONED COSTS

SCHEDULE  IX

BUDGET ACTUAL INELIGIBLE UNSUPPORTED
U5 Milieine U5 il 05 il 05 il
Dollar Peso Dollar Peso Dollar Peso Dollar Peso REFERENCE
Csa mow  san o mw - . - i
1,650 46,094 1.412 | 39,450 - - 4 1,194 SCHEDULE IX-A
1,242 34,700 1,393 38.900 - - - -
269 7.500 254 7,091 - - - -
s amas o e o 1 8 L
3333223333 ZIzazzzzzzz oszzizzzoss ssmsmmmmzscas :T:::::::- zzzzzzzds zzmmzazzocs

..... jx;w%

BLESILDA BAY .| GARCIA
Accountant ProgramiManager




Leeal travel of K. Javellana is
ineligible. He is not part of the
gtudy teanm.

TOTAL

12-10-90

UNITED STATRS AGENCY FOR INTERNATIONAL DEVELOTMENT

ADHINISTERED BY THE ECONOMIC DEVELOFMENT FOUNDATION
DETAILS OF EXPENDITURES QUESTIONED BY THE AUDITORS - SASON SHOP

GRANT KO. AID 492-0452-A-55-0024-00
FOR THE
PRE- INVESTHENT FACILITY

January 30, 1990 to November 30, 1992

(269745

(In Philippine Pesos)

PARTICULARS

PAL - E. Javellana

SCHEDULE IX-A

QUESTIONED COSTS

TOTAL INELIGIBLE UNSUPPORTED
1.194 - 1,194
11194 - 10194



EXPENDITURE
RowE,
TRAVEL
PER DIEM
REPORT PREPARATION
OFFICE SUPPLIES AND MATERIALS
COMMUNICATION

ENGINEERING DESIGNS AND PLANS

Ve

UNITEDSTATES AGENCY FOR INTERWATIONAL DEVELOPHENT

GRART NO. AID 492-0452-A-55-0024-00
FOR THE

PRE- INVESTMENT FACILITY FOND
ATHINISTERED BY THE ECONOMIC PEVELOTHENT FOUNDATION

FUNDY ACCOUNTARILITY STATEMENT - MINDA INTERMATIONAL

EUDGET

Fhilippine

iJ. S. Fhilippine
Doliar Pego

2.70% 75,550

1.808 50.500

837 15.000
90 2,500
179 5,000
358 10,000

..... j{ﬂgj,

BLESILDA ZABAY
Accountant

. §.
Dollar

2,016
1,808

531

Peso

217.817

Janvary 30, 1990 to Kovember 30. 199]

QUESTIONED COSTS

U. s. Philippine

Dollar

Prbgra

Peso

_ UNSUPPORTED
U. S. Philippine
Dollar Peso
1,164 32,500
537 15,000
358 10,000

97,500

{.

GARCIR
Hanag\r

SCHEDULE X

SCHEDULE X-A

.~ SAME -

- SAME -



PERSONNEL
Salaries paid to personnel who were
not part of study tean.

Payment to external consultants not
gopported by contract, official
receipts and cagh voucher not
anknovledged by “recipient” of
payment.

REFORT PREPARATION

Payeent to consultants not supported
by contract, report and official
receipts.

ENGINEERING DESIGNS/PLANS
Payment to consultants not supported
by contract, report on study and
official receipt.

TOTAL

4

Various
Various

Various

6-30-91

UNITEP STATES AGENCY FOR INTERNATIONAL DEVELOPNENT

GRANT NO. AID 492-0452-A-55-0024-00
FOR THE
PRE-INVESTHENT FACILITY

APHINTSTRRED BY THE ECONOMIC DEVELOPMENT FOUNDATION

Various
Various
Variouz

CV1055/1497

CV1496/PR012

(V1443

January 30, 1990 to November 30, 1991
(In Fhilippine Pesos)

PARTICULARS

Navarro, Ronnie
Viduya, Rosanna
Casaysay, Cristine

Pert Econorics Firm

Pert Economics Consultancy

Dime Engineering Services

DETAILS OF EXPENDITURES QUESTIONED BY THE AUDITORS - MINDA INTERNATIONAL

SCHEDULE X-A

QUESTIONED COSTS

TOTAL INELIGIBLE UNSUPPORTED
2,117 2,1n -
2,171 2,111 -
ly52‘ 1952‘ =

32,500 - 32,500
38,378 5,078 32,500
15,000 - 15,000
10,000 - 10,000
63,378 5,878 57,500




-

EXPENDITURE

PERSONKEL

TRAVEL |

PER DIEN

REPORT PREPARATION
COMMUNICATION

OTHERS COSTS - GROLOGICAL/

TOPOGRAPHY/GENERAL ENGINEERING
DESIGN

UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT
GRANT KO. AID 492-0452-A-55-0024-00

FOR THE
PRE-INVESTHENT FACILITY

FUND

ADHINISTERED BY THE ECONOHIC DEVELOPHENT FOUNDATION

SCHEDULE IXI

FUND ACCOURTABILITY STATEMENT - ST. MATTHEW MINING VENTURES
January 30, 1990 to November 30, 1991

BUDGET ACTUAL

US. Biligpine U5 Philipime 0.5, Pileie 0.
Dollar Peso Dollar Peso

6,176 172,500 3,080 86,250

18 500 g 250

10 300 5 150

5 1,250 n 625

5 1,250 2 625

LOT 30,000 538 15,000

U s a6s w2000

BLESILDA ZABAY
Accountant

QUESTIONED COSTS

INELIGIBLE UNSUPPORTED
U, S. Philippine U. S. Philippine
Dollar Peso Dollar Peso

GIL §.

Prograw| M

REFERENCE




II. INTERNAL CONTROL SECTION

A. REPORT ON INTERNAL CONTROL

B. RECORD OF AUDIT FINDINGS

\
N



Car IOS J Valdes certified public accountants CJVC Building Aguirre St. in association with
Legaspi Village, Makati Coopers & Lybrand (International)

& Co

Metro Manila, Philippines

telephone 865931/857706

fax ; (2) 8191740 gg:;;’ng?g,‘gm
telex 4247 CVAA PU

cable Caval Manila

REPORT ON INTERNAL CONTROL SYSTEM

UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT
GRANT NO. AID 492-0452-A-SS-0024~00
FOR THE PRE-INVESTMENT FACILITY

ADMINISTERED BY: ECONOMIC DEVELOPMENT FOUNDATION

INDEPENDENT AUDITORS® QPINION

We have: audited the Fund Accountability Statements of ECONOMIC DEVELOPMENT
FOUNDATION and PROPONENTS for the Pre-Investment Facility for the reriod
January 30, 1990 to November 30, 1991 and have issued our report thereon
dated March 27, 1992.

We conducted the audit in accordance with generally accepted auditing
standards and the standards for financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States.
These standards require that we plan and perform the audit to obtain
reagonable assurance about whether the Fund Accountability Statements are
free of material misstatements.

In planning and performing our audit of ECONOMIC DEVELOPMENT FOUNDATION and
PROPONENTS we considered its internal control structure in order to
determine our auditing procedures for the purpose of expressing our opinion
on the Fund Accountability Statements and not to rrovide assurance on the
internal control structure.

The management of ECONOMIC DEVELOPMENT FOUNDATION and PROPONENTS are
responsible for establishing and maintaining a system of internal control.
In fulfilling this responsibility, estimates and judgments by management
are required to assess the expected benefits and related costs of internal
control structure, policies and procedures. The objectives of an internal
control structure are to provide management with reasonable, but not
absolute, assurance that the assets are safeguarded against 1loss from
unauthorized use or disposition, and that transactions are executed in
accordance with management’s authorization and recorded properly to permit
the preparation of the Fund Accountability Statements in accordance with
generally accepted accounting principles. Because of inherent limitations
in any internal control structure, errors or irregularities may
nevertheless occur and not be detected. Also, projection of any
evaluation of the structure to future periods is subject to the risk that
procedures may become inadequate because of changes in conditions or that
the degree of compliance with procedures may deteriorate.



For the purpose of this report., we have classified payroll. procurement and
disbursement procedures to be a significant internal control structure.

For these control categories. we obtained an understanding of the design of
relevant policies and procedures and whether they have bueen placed in
operation, and we assessed control risk.

Our consideration of the internal control structure would not nec eggarily
disclose all matters in the internal control structure that night &e
material weaknesses under standards established by the American Institute
of Certified Public Accountantz. A material weaknees is a condition in
which the design or operation of the specific internal contenl  stricture
=lements does not reduce to a relatively low level. the yisgk that errops on
irregularities in amounts that would he materizl in relation to  the
Fund Accountarility 3tatzments heing audited may occur and not re detsorad
within a timely rericd by employees in the normal course oT reriorming
their assigned functions. We noted no matters involving the internal
control structure and its operaticon that we consider to bpe material

weaknesses as cdefined avove.

However, we noce“ certain matters invelving the internal control structure
and its operation which we have summarized and aprended to thia TADQrT.

This report i3 intended solely for the use of the United Starzes Agency  For

Interna** nal Develorment. Ecchemic Development o uncat:cn and Froronents.

This restriction i N0t intended to limit the distribution of thiz report
o

™ Q
whlcn is a mat: £ public record.

Kanko 4 } Yl 1 47' o

Metro-Manila. Philippines
March 27, 1992



UNITED STATES AGENCY FOR INTERNATIONAL DEVELOFMENT
GRANT NO. AID 492-0452-A-SS-0024-00
FOR THE
PRE-INVESTMENT FACILITY FUND
ADMINISTERED BY THE ECONCMIC DEVELOPMENT FOUNDATION

RECORD OF AUDIT FINDINGS
I. ECONOMIC DEVELOPMENT FOUNDATION

A. FUND MANAGEMENT

Condition

1. As stipulated in the Coorerative Agreement. EDF will provide one (1)
financial administrator to manage grant funds. EDF designated Mr. Romeo
C. Mascardo, Vice-President for Administration to handle this task. Mr.
Mascardo works part-time with the project., hence, he still retains his
position at EDF. Two funds are being maintained, Administrative fund
and Private Sector PIF fund. Qur review of the administrative fund
disclosed that funds were not disbursed directly to designated payees.
Instead, they were paid to EDF in the form of cash advances and then
EDF settles the liability."

This is EDF’s existing ' procedure.

Out of total disbursements of B9, 352,583 (U.S.$350,252) 76% or B7,140,162
(U.5.$267,422) were disbursed through EDF. In all instances the advances
made to EDF exceeds the amount it disburses. As of November 30, 1891, EDF
has an outstanding payable to the Administrative Fund amounting to ?110 989
(U.5.%$4,157). It appears therefore, that EDF is using Grant funds.



Recommendation

Grant obligations should be paid directly to its creditors. EDF. as a

creditor also. should be paid exactly with its claims from Grant funds.

Auditee’s Response

Funds are disbursed in accordance with the existing EDF procedures. A
change in these would entail a reallocation of the specialized functions in
our accounting, treasury and administrative sections and an increase in our
staffing requirements. It would also complicate rather than simplify the
financial system without actually improving controls.

To eliminate poassible excessive advances. EDF heretofore will prepare more
detailed estimates of expenses and charge Grant funds half-monthly rather

than monthly.

On the observation that "in all instances advances made to EDF exceeds the
amount it disburses”, please note that in pericds subsequent to that
covered by the audit records show that the reverse has keen invariably true
so that EDF has been advancing from its general fund to orerate the PIT.

Condition

Thirteen checks amounting to B2,741,109 (1.5.3102.563) in wvarious
amountz ranging from B50.000 to 23983,985 wers made payable to Julieta
Mitra (Assistant Administrative Officer) and were encashed directly
from the bank by Sergio Abella (messenger). (See Aprendix I)

[N

Criteria

Checks should be issued for deposit to payee’s account only (in this case
to EDF), to avoid encashment by other people.

This was done by EDF to shorten clearing time.



This practice allows opportunity for misappropriation of funds.

Recommendation

EDF should stop drawing checks against Grant funds in the name of company
officer and encashing the same by the messenger. as this allows oprortunity
for misappropriation of funds.

Auditee s Response

The practice of making check payments and having these encashed by the
individuals cited was resorted to when check clearing time Dbetween
interbank accounts had to be shortened. This practice is  teing
discontinued.

B. REIMBURSEMENT AGREEMENT

Condition

1. We noted that the Pre-Investment Study Expense Budget which forms part
of the Reimtursement Agreement (RA) between EDF and the Proronent which
is the basis for reimbursement of Pre-Investment Study Costs are in
general terms and very flexible. Although the expense item is
identified in the Budget say Travel, the Budget does not srecify the
details. The Budget does not include detailed information for
determining the eligibility of proronent’s expenditures  for
reimbursement. -

Criteria

The budget should' contain sufficient information for purroses of
determining the eligibility of costs.

The budget in the RA was kept general for flexibility.



Reimbursement for expenses which may not be 2ligible can be claimed by
proponent for as long as they will not exceed their budget on 2 per line

item basis.

Recommendation

EDF should review the reimbursement 3uidelines it has e=stablished with its
proponents to ensure that project expenditures  for subseguent
reimbursements are explicitly defined.

Auditee’s Response

The PIF is intended to support real-life pre-investment studies of private
investors. Study plans sutmitted in suprort of the requested gzrants are
thus considered open to change. EDF s 28 years of experience has shown that
plans for applied studies need to be adjusted routinely to »reflect new
information. changes in business conditions. and smerging arrangements and
approaches of the spensors. their financial scurces. and their potential
buyere and supprliers. '

The RA, as well as the screening and evaluation criteria and prccesses. was
carefully developed to provide the flexibility to deal with private
proponents and to reduce the burden on proponents as much as pessible
within limits that would nonetheless enable EDF to exercize the needed
levels of control and judicious management of Grant funds.

While the budget reflected in the RA itself is kept general for

flexibility, the line items are clearly shown and detailed guidelines on -

what are considered appropriate charges are provided both the proponents
and the project staff. Its basis is in detailed dccumentation that
establishes the necessity and realism of the gtudy plan, the budget, and
the study team. This detailed documentation is scrutinized during the
preparation. screening. and evaluative stages and is the basis for the
Board’s approval of the Grant. Subsequently, when claims are rresented,
this documentation is referred to by the Project Officer and becomes an
important basis for validating whether the claimed expenses were study-
related and corresponded tc approved eligible costs. The Project Officer’s
certification is needed as a basis for the Auditor to review the claims and

ensure that payments are properly supported.



Condition

2. EDF does not strictly implement the provisions of the Reimbursement
Agreement. For example, EDF does not require proponent to submit
written progress 1i1eport, most .often this information is relayed
verbally by the proponent to EDF. There were instances where proponents
make some changes on the Agreed Study Design and Plan but proposed
change is not communicated in writing to EDF prior to the revision.

The Reimbursement Agreement provides tiat proponents should submit writien
progress reports and requires that changes in the Agreed Study Design and
Plan should be communicated in writing.

EDF waived submission of written progress reporta. instead they are
reported verbally. Changes in study design and plans are expected thus
formal communication is not necessary. ’

There is no tangible evidence regarding the pregress of the study. A change
in the study design and plans may be overlooked. :

Recommendation

EDF should ensure that all conditions set forth in the Reimbursement
Agreement should be satisfied by the proponent, otherwise, if they are not
to be implemented they should not form part of the agreement.

Auditee’s Response

The RA specifies formal progress reports and meetings to ensure that, when
needed, EDF would be able to demand such from problem proponents. In
practice, this is routinely waived in favor of oral reports and interviews
with proponents and the study team, which achieves the monitoring purposes
of written reports without the burden and time involved.



We expect proponenté to make routine changes in the course of the study. We
routinely clear changes that are apparently done in good faith and do not
result in the following:

a) violation of PIF qualification criteria:

b) changes in the nature of the project to be implemented;
¢) reduction in study scope without reduction in ccsts;

d) additional costs to be charged to the PIF;

e) charges unrelated or uneccessary to the study.

Where justified expansions of study scope entailing additional costs take
place, Board approval is necessary.

C. PROCUREMENT

Condition

The following weaknesses were noted in the procurement procedures:

a) Purchase orders for several significant purchases were not prervared to
evidence that the procurement were authorized.

b) Payment is solely based on invoice presented by supplier because there
is no purchase order or receiving report to match it with.

c) Some purchases of Information Materials. Gffice Supprlies and Materials
and Equipment were negotiated.

Criteria

Purchase orders should be prepared for all purchases over a specified
amount. Purchase orders should then be matched with receiving report and
supplier”s invoice by the accounting department prior to the processing of
payment. Solicitations from suppliers should be obtained for specified

amount .

The approved PIF budget was considered as sufficient authorization for the
procurement. Purchases were negotiated with established suppliers.



There 1is a possibility for purchase of unnecessary equirment. With
negotiated purchases, the PIF may purchase an item with unreasonable price.

Recommendation

Procurement procedures can be strengthened by:

a} Preparing purchase order for all commitments amounting to X pesos and
above.

b) Matching up purchase order, receiving report and suppliers invoice by
the accounting derartment prior to the prccessing of payment.

e) Obtaining solicitation frem suppliers/profsssionals for X peso amounts.

Auditee’s Response

The inclusion of the indicated items within the aprroved PIF budget was
congidered sufficient authorization for the procurement of the items. None
of the items were paid without the vouchers and checks being cleared by the
Program Manager. the Fund Administration Officer and other approving
officers of the EDF. Nevertheless. we agree with the recommendation +to
apply the purchase order gystem to all except emergency purchases.

In relation to office materials and supplies, EDF has established suppliers
from whom it regularly purchases these items.

In relation to equirment. all major equipment purchases were preceded by
canvaseing and bidding, and most suppliers qualified were required to
demonstrate their equipment. All, major printing jobs were canvassed and
negotiations were done with qualified lowest bidders who could meet
delivery schedules.

In relation to professionals, EDF hires these on the basis of its Jjudgment
as to their qualifications and competence to do the work according to the
profecsional standards required.



D. TRAVEL

Condition

The following deficiencies were noted regarding travel expenditures:

a) Some airfare tickets were not available to support billings paid to
Travel Agencies.

b} Travel Rercrts of Preoject Manager. Technical and Project Officers were
incemplete. others have none.

Cash advances were not liquidated within a reasonable rperiod after the

completion of the activity. Cash advances were 3till given to emplcyes

although a previocus cash advance had not been liquidated. Unliquidated

cash advance pertaining to travel amounted to 8537,424 as of Novemter

30, 1991.

Q
~—r

Criteria

Travel expenditures should be properly documented. Travel advances sheuld
be liquidated within a reascnable period after the ccmpletion of the
activity.

The requirements of written rerorts. originally instituted within PIF was
discarded to relieve frem heavy paperwork. Cash advances remained
unliquidated pending realignment of the budget because the expense incurred
for the advances was not previously budgeted.

In the absence of documentations., it could not be determined whether the
travel made was project related and are therefore reimbursible cost.

Recommendation

We recommend that the guidelines already established by EDF regarding
travel expenditures be re-implemented to ensure eligibility of expenditure.

P



Auditee’s Response

Travel itineraries are approved by the Program Manager. These itineraries
are designed to provide efficient and adequate coverage of proponents the
status of whose accounts are monitored through PIF°s operations control
systems. Oral reports are taken after trips. individually and through staff

meetings.

The requirement of written reprorts. originally instituted within PIF, wa
discarded to relieve the heavy paperwork of the Project QOfficers an

[P N

2. @

"because these beczme unnecessary with the establishment of PIF 3 account
tracking system that shows movements of the acccunts in each officer’s
territory.

Cash advances are tracked closely and kept under control. The large
outstanding advances are about 90% due to the promotional U.S. trips of the
Program Manager and will be ligquidated once the realignment of the budget
provides for the aprrcrriate items to absorb the costs.

K. PAYROLL

Condition

1. DPersonnel cost comprise about 32% of Administrative Costs. We reviewed
the payroll area and we noted that acccmplishment revorts of Project
Officers and 3tafi were incomplete.

Criteria

Written accomplishment reports are necessary in order to monitor the
rerformance of pecple and for purpecses of determining the level of effcrt
being given to a particular task vis-a-vis what was planned.

EDF does not require written accomplishment rerorts from its professional
staff.



There is no tangible evidence to determine what work was aco cemplished, how
much was accomplished and at what level of effort.

Recommendation

EDF sheould requ re rroject personne1 to document their fFislidue
3utmitting acccmplizhment reports. In this way zoth the reriormance
indivicdual and the status of tne project are aprropriately monizored.

-

N
!

-

Auditee s Response

Noe written accemplizhment rerorts are required of ZIDF professional staff.
PIF’s operation control system traciks accompiishments automatically.

Condition

2) Statutory requirements were not proper7y cemplied. S35 and Medicare
were not withheld for some employees. Scme who prefer their saLarﬂpc 0
be treated as Consultancy Fees were withheld at 10%.

EDF allows request of employees which are not in compliance with statutory
requirements.

There is a possibility that BIR will assess EDF for not withholding the
appropriate taxes.



Recommendation

EDF should comply with statutory requirements.

Auditee”s Response

On the possible statutory violations. EDF is taking steps to rectify any
errors that might have been committed in the case of three staff members
involved. who themselves request the cited deductions not to he withheld
from them.

F. COMMODITIES

Condition

During physical inspection of purchased equirment. we noted the following:

a) Periodic physical inventory of the equipment is not taken.

b) Several equipment were not tagged as USAID-Financed equipment.

a4) Physical inventcry of assets should be taken regularly at least
annually tc ensure their existence.

b) All USAID funded equirment should be tagged aprropriately.

Procedures were just overlooked.

a) There 1is a possibility that assets reflected in the books may not be
backed up by existing assets.

b) USAID funded equipment are not properly identified.

- 11 -



Recommendation

To establish the adeguacy of the recipient’s control over USAID-financed
equirment, the following should be performed:

a) Physical inventory should be made and resulte should be reconciled with
the books.

h) For proper identificaticn. EDF sheoculd aprropriately tag all USAID-

funded =quirment.

Auditee’s Response

Only one set of ccmputer with accessories remains untagged. USAID has been
requested for additional tags.

y



II. PROPONENTS
A. _Shemberg Biotech Corporation (SBC)

Condition

1. oe e e Acoc (Isis)a8

SBC does not have adequate accounting records to sccount for transactions.
All disbursements for the Study were made by Shemberg Marketing Corporstion
(SMC), an affiliate, kut the documentation presented to the Aunditors were
vouchers prepared by SBEC. The voucher indicates that dishursements were
made in cash hecause no “"cancelled” checks were presented to the auditors

to support then.
Criteria

Adequate accounting records, documents and other evidence to sufficiently
substantiate charges to the grant should be maintained.

Causge

Since BSEC is still on a pre-orerating statuz. adequate accounting records
are not maintained yet.

The eligibility of disbursementa cannot be established because the
documents supporting transactions were inadequate. Disbursenenta
sggregating U.S5.3$43,628 (¥1,218,516) which represent 44% of total amount
reimbursed were questioned. One of these is a payment made for Scientific
and Engineering Study for ¥£3,038.000 (amount reimbursed by EDF was
F759.500). This was gquestioned because:

a) This represents rental for AFV pilot equipment. It is our understanding
that these equirment are demonstration equipment only.

b) Only a proforma invoice issued by APV South East Asia Pte. Ltd.,
Singapore corporation supported the payment which was made in full. As
indicated in the proforma invoice., payment should be made by a 30%
deprosit through 1letter of credit. The voucher indicated that the
rayment was made to APV Philippines, Inc. instead of AFV South East
Asia Pte. Ltd.

- 13 -
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¢) The receipt of payment was not acknowledged by the payee. & fax letze
was sent to the Auditors (after the audit) by Dr. P.L. MNiccolla.
manager of APV Philippines, Inc. acinowledging receipt of payment in
U.5. dollars but the voucher indicated it was paid in Philippine pesos.

d) There is a question of whether the sourcing and disbursement of
U.S.3106,500 complies with Central Bank of the Philippines”

Regulations.

Recommendation

SBC should maintain adequate accounting records and documents and other

evidence to sulfZiciently substantiate charges not only for this Irant ous
also to comply with statutory requirements.

Auditee’s Resronse

Thie will be done very soon when all the shareholders have raid their
e subscriptions in SEC shares.

Condition

2. Procurement

The following deficiencies were noted in 3BC°3 procursment procedures:

a) There was no written procurement policy. Procuremen: of gcods  and
services are centralized in 3MC. ’

b) Quotationz are not solicited frem suppliers. Procurement of services
from consultants were negotviated.

Criteria

- e em ew an e e -

All purchase were made through SMC, an affiliate.

Yh
A



Without any establizshed guicelines 3BC may be obligated for unauthorized
purchases and may not be able to obtain the best terms and price ZIfor its
purchases.

Reccmmendation

hould adept wrictten zuidelines for the procurement o°F  zcods and

Auditee’s Responze

Today, we came out with specific guidelines regarding SBC purchases. More

specifically. we have preparad our own purchase terms and conditions to ke
given to all of our esquipment suppliers.

Condition

3. Pavroll

We reviewed the payroll area and we noted the following basic weaknesses:

1) There were no aprointment gapers which will swidence authcerization for
hiring oI project ;ersonne;. The terms of =mployment were a0t delined
(salary rates and =ffectivity of employment.

"~
S’
1

Accomplishment reports for field personnel and time rerorts for office
personnel  were incomplete. Activities of field personnel  were
summarized in the Report of Data/Results of TecanLogy T (

V‘

ests (Pilot
Plant Tests) conducted by the consultants and Technical P° onnel.

3) Payroll Sheet was not prepared to .upport salaries paid to personnel.
Salaries were paid by SMC individually in cash wusing SBC’s cash
vouchers.

Criteria

Sufficient records should be maintained for personnel information and to
substantiate payroll charges.



Causge

SBC is still on its pre-operating stage such that maintenance of
records, payroll documents have not been done.

=)
th
rh
x¢}
{
<t

Since the terms oI =mplovment are not specifizd in writiag  and
records are not accompliizhed. there i3 a rossibility that employess

paid incorrectly.

The Proponent should estaviizh 0. include:

P .y . s
I nirecsresigned

1. Documentation

regarding atvtendance. accomplishment of
o rerscnel.

2. Documentaticn
salaries paid

Auditee’s Response

the implementaticn of the recommendation.

x
1]

= will look into

4. Travel
Travel of officers and =smplioyees were

reports and itineraries were not

Criteria

Travel expenditures should be prorerly and adequately documented.

Cause

SBC does not require documentation for travel expenses.

2ayr

Jay

fieldwork

personnel

~ s
)

o .

oe

ana

not suprorted by travel order. Travel
prepared by some orfficers and employees.
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ere iz a pessibility that travel sxpenditures nay net e authorized or
may not be project related.
Recommendation
We reccrmend  that  nildelines  sheould he Icrmally  astablished. These
guidelines  should be zurictly enforced. Travel report zhould include  the
following:
L. Time and date 27 departure and arrival z- sach lecaticn.

9. Approval by responeidie orffiscial,

We will assese the impact of the recommendaticn Tewards werk leoad.

a) Most expenditures were paid in advance by Mr. Benjamin Chua, president
nf the company but are dccumented using cash voucher of APISCO which
are not prenumbkered.

not use printed, prenumkered official receints to document

Q
- D
()

h) APISCO 4

Majority of the disbursements were mede in cagh. Az a result, a large
amount of cash (P50.000) ie maintained by the cachier,

Q
~

) \\;\\



Company transactions should be segregated from its owners. Prenumbered
official receipts registered with the Bureau of Internal Revenue should be

maintained.

The Company does not have official receipts. All expenges ‘were paid out of
advances made by Mr. Benjamin Chua. owmer. '

There is a possibility that cash receipts maybe unrecorded because there is
no evidence to support the receipt. The large amount of cash being
maintained by the cashier opens opportunity for misappropriation.

Recommendation

We recommend that cash received from all sources - advances. reimbursement
should be properly receipted. All cash received should be deposited intact
in the bank immediately upon receipt. As much as possible, disbursements in
cash should be kept at a minimum.

Auditee’s Response

The Company has still no source of income and every expenses made by the
company are advances by the officers. The Company will follow auditor’s
recommendation when actual operation starts.

Condition

Z. Pavroll
We reviewed the payroll area and we noted the following:
a) There were no appointment papers that will authorize hiring of

personnel. The terms of employment are not defined, galary rates,
effectivity of employment, etc.

- 19 -



b) Accomplishment reports for field perscnnel and time reports for office
personnel were not prepared.

c) Resignation letters of employees who left were not on file. making it
difficult to establish when the employes was effectively out of
payroll.

Criterian

Sufficient records sheould 2e naintained fop personnel information anéd for

cubstantiation of payroll charges. '

Employees may bte incorrectly paid with the absence of attendance and
progress of the work may not be meonitored without the accomplishment
report. .

Reccmmendation

The proponent should establish payroll procedures to include:
a) Documentation of hired and regigned employees.

b) Documentation regarding attendance and accomplishment of fieldwork.

Auditee’s Response

The staff utilized for the pre-investment- period of Asia Pacific Integrated
Steel Corporation were only taken from other gister companies® of APISCO.
They were transferred tco their resrective companies after doing  their
duties during the pre-investment reriod. No actual hiring/resignation were
made. Formal hiring of employees will be done when the operation starts.



Condition

3. Iravel

Travel expenses wers not supported by travel order (TO) or reimbursement of
eXxpenses report. Travel reports were also not prepared to dccument the
activities performed during the trip.

xXrenditures may not e authorized and

QD
)

There 13 a possibility that travel
may not be project related.

Recommendation

We recommend that guidelines should be formally established regarding
travel expenditures. These guidelines should be strictly enforced. In the
liguidating travel advances. the liquidation report should include:

a) Time and date of departure and arrival at each lccation.

b) Locations wisited.

c) Detalls of expenditures and supporting documents.

d) Purpose of the trip.

&) Approval by responsible official.

- 20 -



Auditee’s Respcnse

Travels by the Project Manager during the pre-investment period was not
actually covered by documentation except for the tickets. the travel
indicated in the reports were intended for the proposed steel billet
project. The Project Manager, Mr. Benjamin Chua went abroad to canvass
equipment and negotiate with the machinery suppliers.

4. Recordkeeping
The following deficiencies were noted in recording of transactions:

a) Disburszements advanced by the officer were recorded in cash wvouchers
which were not prenumkered. then to cash disbursement bcok.

b) General ledger was not used.

Adequate accounting records should be maintained to sufficiently
substantiate chargzes to the z2rant.

Since there is no bookkeeper to keep track of the day to day transactions.
there is & possibility that transactions may not be summarized and remain
unrecorded. In the future it would be very difficult for the company to g0

back and reconstruct records.

- 2] -



Recommendation

a) Day-to-day transactions requiring cash ocutlays should be documented in
a disbursement voucher and should be posted in the cash disbursement
book. The cash disbursement book should indicate the following:

1) date of transaction

2) payee

3) particulars of the payment
4) disbursement vocuher number
5) amcunt

6} account distributicn

The cash distursement beok should be summarized monthly and mo3ted  tTo
the general ledger.

b) Tranesacticns not requiring cash outlay like adjusting and correcting

entries shculd ke recorded through a journal voucher and not in a
disbursement voucher.

Auditee’s Response

When actual operation starts, the company will hire accounting personnel <o
handle the bookkeeping records of the ccmpany. likewise. an Internal
Accountant will also be hired to supervise the cash flow/books oOf the

company s operation.

Condition

1. Recordkeeping

All Study Coste were raid by either Atty. Benedicto Katigbak, Chairman of
the Board or Speedway Fabricators, Inc. (SFI), an affiliate. Advances of
Atty. Katigbak is documented using Speedway s check vouchers while that of
SFI is through billing statement. These advances were not receipted and
recorded by Speedway. Reimbursement by ZDF on the other hand was receipted
by SFI but depoeited in the personal account of Atty. Katigbak.



Speedway tolerates thiz.

There 1is a possibility that transactions may be mixed up with that of the
owner and affiliates.

Recommendation

Speedway as a separate entity shculd account and record transactions
independent from its owner and affiliates.

Auditee”s Response

Management will ceomply with the recommendation of the Auditors.

Condition

2. Personnel Cost

Personnel costs comprise about 52% of the total proponent’s budget for PIF.
We reviewed and we noted the following basic weaknesses.

- a) Accomplishment report for the field personnel and time reports for
office persommel were incomplete, others have none to support their

participation to the study.

b) Taxes withheld from the consultants’ fees were not remitted vet
pending application for TIN # of the proponent.



Sufficient records should be maintained for personmnel information and for
substantiation of payroll charzes. Statutory requirements should be

complied.

Speedway feels that this was not imrortant since the company is in itz
pre-operating stage.

Employees may be incorrectly paid due to the absence of attendance and
accomplishment report. Non-compliance with statutory requirements might
result to penalties.

Recommendation

Proponent should establish payroll procedures to include:
a) Documentation of attendance and acccmplishment of fieldwork.

b) Compliance with Statutory requirements.

Auditee’s Responge

a) As menticned on the other commente. each of personnel pushes us to set
aside those that we feel unnecessary on the day to day transaction in
the organization of Speedway Industrial. hcwever, auditor’s
recommendation will be complied.

b) Payment of withholding tax was rejected by the bank due to the pending
of our TIN #, however, remittance will be made as soon as the BIR
release it.
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Condition

3. Iravel
The following deficiencies were noted regarding travel expenditures:

a) Travel of officers and consultants to Japan from March 4 to 16. 1991
were hot suprorted by Travel Order, Travel Authorization and Travel

Revort, .

b) There was no policy with regards to travelling allowance for nmeals.
lodging and transportation.

¢) Review of Per Diem indicates absence of the same documentaticn
supporting travel. In addition. there was no clear-cut policy regarding
the difference between the travel allowance and the per diem given out
to the study team.

There 1is a possibility that travel expenditures may not be authorized and
project related.

Recommendation

We recommend that guidelines should be formally established by the-

proponent  regarding travel expenditures which will correct these
deficiencies. These guidelines should be strictly enforced. Travel report
should include: '



a) Time and date of arrival and departure at each location.
b) Locations visited.

c) Details of expenditures and supporting documents.

d) Purpose of the trip.

e) Approval by responsible official.

Auditee’s Responee

The organizations/persons we talked to regarding the project i3 deemed
highly confidential and a detailed report of it is not advisable to be
cghown to anybody except those concerned with the project.

The study team did not need travel orders/suthorization because the team is
compoged of the proponent.

However, future travel of other personnel should be controlled and
documented.

- 26 -
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APPENDIX 1

UNITED STATES AGENCY FOR INTEBNATIONAL DEVELOPMENT
GRANT ¥O. AID 492-0452-A-58-0024-00

8CONOMIC DEVELOPMENT FOUNDATION

LIST OF CHECKS ENCASHED FROM THE BANX
January 30, 1990 to November 30, 1991

gndorsed Zncashed ,
Date Check Payee By By Apount

4-05-90 081011 JULIBTA K. MITRA J.1. HITRA SERGIO ABELLA 400,900
9-04-90 402272 JULISTA K. HITRA J.X. MITRA SERGIO ABELLA 200,000
10-29-90 402313 JULIETA L. MITRA J.K. HITRA ORRGIO ABELLA 70,000
11-23-90 402327 JULISTA . MITRA J.5. MITRA SERGIO ABELLA 12,215
1-28-91 402370 JULIETA K. HITRA J.X. MITRA SERGIO ABELLA 259,363
2-21-91 402398 %DF C/0 JULIBTA K. MITRA  J.K. HITRA SERGIO ABELLA 233,178
3-25-91 402424 éDF C/0 JULISTA K. MITRA  J.E. MITRA SERGIO ABELLA 398,385
4-13-91 402445 DF C/0 JULIETA X. MITRA  J.%. HITRA SERGIO ABELLA 329,875
6-11-91 402504 EDF C/0 JULIETA E. MITRA  J.K. MITRA SERGIO ABELLA 117,295
8-05-91 402546 8DF C/0 JULIETA K. MITRA  J.K. MITRA GERGIO ABELLA 200,000
10-29-91 402627 EDF C/0 JULIBTA K. MITRA  J.K. MITRA SERGIO ABELLA 389,700
11-26-91 402648 JULIETA MITRA FOR EDF J.X. HITRA SERGIO ABELLA 100,000

2,741,109

- - o = o
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III. COMPLIANCE SECTION

REPORT ON COMPLIANCE WITH AGREEMENT TERMS. APPLICABLE LAWS
AND REGULATIONS

LIST OF AGREEMENT TERMS. APPLICABLE LAWS AND REGULATIONS NOT
COMPLIED BY GRANTEE/PROPONENTS
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UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT
GRANT NO. AID 492-0452-A-55-0024-00
FOR THE PRE-INVESTMENT FACILITY

ADMINISTERED BY: ECONOMIC DEVELOPMENT FOUNDATION

INDEPENDENT AUDITORS” OPINION

We have audited the Fund Accountability Statements of ECONOMIC DEVELOPMENT
FOUNDATION and PROPONENTS for the Pre-Investment Facility for the period
January 30, 1990 to November 30, 1991 and have issued our report thereon
dated March 27, 1992.

We conducted the audit in accordance with generally accepted auditing
standards and the standards for financial audits contained in Government
Auditing Standarde issued by the Comptroller General of the United States.
These standards require that we plan and perform the audit to obtain
reasonable assurance about whether the Fund Accountability Statements are
free of material misstatements.

Compliance with agreement terms, applicable laws and regulations is the
responsiblity of ECONOMIC DEVELOPMENT FOUNDATION and PROPONENTS®
managements. As part of obtaining reasonable assurance about whether the
Fund Accountability Statements are free of material misstatements, we
performed tests of ECONOMIC DEVELOPMENT FOUNDATION and PROPONENTS®
compliance with agreement terms, applicable laws and regulations. However,
our objective was not to provide an opinion on the compliance with such
provisions.

Material instances of noncompliance are violations of agreement terms,
applicable laws and regulations that cause us to conclude that the
aggregation of misstatements resulting from those violations is material to
the Fund Accountability Statements. The results of our tests of compliance
disclosed the following instances of noncempliance, the effects of which
have not been corrected in ECONOMIC DEVELOPMENT FOUNDATION and PROPONENTS
Fund Accountability Statements.



Instances of noncompliance included nonremittance of interest earned on
advances made by the United States Agency International Development, claims
for expenditures which were not allocable to the grant, those in excess of
budgeted amounts and those without supporting documents, as defined in
agreement terms, applicable laws and regulations.

We considered these material instances of noncompliance in forming our
opinion on whether ECONOMIC DEVELOPMENT FOUNDATION and PROPONENTS® Fund
Accountability Statements for the period January 30, 1990 to November 30,
1991 are vpresented fairly, in all material respects, in conformity with
generally accepted accounting principles.

Our testing of +transactions, and records disclosed instances of
noncompliance with those agreement terms, applicable laws and regulations.
All instances of noncompliance that we found are identified in the
accompanying schedule of findings and questioned costs.

Except as described above, the results of our tests of complisnce indicated
that with respect to items tested. ECONOMIC DEVELOPMENT FOUNDATION and
PROPONENTS complied, in all material respects, with the provisions referred
to in the third paragraph of this report. With respect to items not tested,
nothing came  to our attention that caused as to helieve +that ECONOMIC
DEVELOPMENT FOUNDATION and PROPONENTS have not complied, in all material
respects, with those provisions.

This report is intended solely for the use of the United States Agency for
International Development, ECONOMIC DEVELOPMENT FOUNDATION and PROFONENTS.
This restriction is not intended to limit the distribution of this report
which is a matter of public record.

fanoa é) ibides 4 Co

Metro-Manila, Philippines
March 27 . 1992



UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT
GRANT NO. AID 492-0452-A-55-0024-00
FOR THE
PRE-INVESTMENT FACILITY
ACMINISTERED BY THE ECONCMIC DEVELOEMENT FOUNDATION

List of Agreement Terms. Applicable Laws and Regulations
Not Complied by Grantee/Proponents

I. GRANTEE

Condition

1. Cash advances were made to EDF from Funds to settle obligations. These
cash advances (not less than B200.000 rer acnth) were receipted by ZDF
and deposited in its own bank account (Far East Rank and Trust
Company) together with the other funds used by EIDF for its orerations.
Hence, grant funds were commingled with EDF”3 own funds.

Cooperative Agreement Section E - Funds provided by USAID under this grant
may not be commingled with other funds owned or controlled by the Grantee
or any subgrantee, including other funds provided to the Grantee or
subgrantee by [SAID.

This is EDF’s policy.

Grant Funds were commingled with EDF’°s own funds.

Recommendation

Grant obligations should be paid directly to its creditors. EDF as a
creditor of the Fund should be paid its claims in exact amount.



Auditee’s Response

The cash advances were based on monthly estimates of disbursementz that

would be coursed through the EDF system. This is the standard procedure
under EDF°s financial management . system. As earlier discussed. the
recommended changes would entail the reorganization of EDF°s accounting.
treasury and administrative sections and the addition of staff. EDF also
believes such would make controls more difficult to achieve.

To address the issues raised, EDF will take the following steps:

a) More precise estimates of disbursements that are normally coursed
through EDF will be prepaied:

b) Billings to the PIF administrative account will be done twice a month.
instead of monthly.

Condition

2. Interest earned from advances amounting to 2243.725 has not been
remitted to USAID. These are:

BPT PS5 Bank Total
1990 R 32.148 - B 32,148
( 2.200)
29.948
1991 30.015 185,962 215,977
( 2,200)
213,777
B 243.725

Criteria

Cooperative Agreement Section E - If interest is earned with respect to
advances, the amount in excess of U.S.$100 or B2,200 per year shall be
promptly paid to USAID at least quarterly.



This was overlooked by EDF.

Interest . earned on USAID advances amounting to B243,725 were not promphly
remitted to USAID. '

Recommendation

EDF shculd remit interest earned amounting to 2243.725 as 3oon as zossible.

Auditee”s Resvonse

The interests have remained with the banks on a compounding tasis. Checks
have been prepared covering all interests sarned. and +*these will be
remitted to the U.5. Treasurer this ccming week (by April 13. 1992).

II. PROPONENTS

1. SBC’s books. records and documents are incomplete. The books of
accounte currently maintained are cash receipts and disbursements. In
arddition, SBC deces not have official receipts. Exrenses were advanced
by Shemberg Marketing Corroration in behalf of SEC such  that
reimbureement freom EDF was deposited to SMC™s acecount.

Criteria

Reimbursement Agreement (RA) - No. 23 (Accounting, Audit and Records) -
The Proponent shall maintain books. records. documents and other evidence
in accordance with the proponent’s wusual accounting procedures to
sufficiently substantiate charges to the grant. These records shall be
maintained for three (3) years after the final payment. These records maybe
ceviewed by the representatives of EDF.

\J’ \‘\



Cause

This 1is on a pre-investment stage and all expenditures were advanced by
SMC. an affiliate.

Due to insufficient records to substantiate expenditures. reimbursements
amounting to U.S.343.628 (81.218.515) were questioned.

Reccmmendation

ccaplete accounting records as required in the RA.

’S

SBC should maintain

-

Auditee’s Response

It 1is admitted that SBC does not have pre-numbered official receipts to
document cash receipts. and SEC also believes that we need to have (R°3
pre-numbered. However. it has alzo =o be taken into account that at the
pre-investment stage of the project. the printing of official receipts was
not deemed necessary for the reason that we do not need it. At 3tudy rhase
preparation, we were more concerned on the disburszement component of
project since hasically it will almost be dealing with cash distursements.
the only cash receipt that we have thought of then was the ©pessible
reimbursement of EDF-PIF. To date. at the opre-operating astage of *he
project, SBC has already pr parﬂa the necessary accounting documents to
enaple us to mnni+hr and proper j account our receiptas and disbursements of
funds and this includes the rprinting of official receipta.

nae

Reimbursement Agreement - No. 17 (Compliance with Agreed Study Design and
Plan) - The proronent undertakes to submit to EDF the following:

1} progress Rerorts on the status of the Pre-Investment Study in
accordance with the schedule shewn in Annex “C".

2) Completed and finalized Pre-Investment Study.



3) Certified List of Expenses Incurred in the preparation of the Pre-
Investment Study, and

4) Evidences of payment for items and/or services utilized in connection
with the preparation of the Pre-Investment Study.

EDF waived the submission of written progress reports. EDF relies on the
regular verbal communicaticn by the proponent with the project officer.

There 13 no evidencs to support that progress of the project is being
relayed to XDF.

Recommendaticn

Written progress reports are neceseary decuments to prorerly menitor the
project. If EDF believes otherwise. this should not form part of the
requirements under the RA.

Auditee’s Response

We note the observation of the auditors as to sutmission of written
progrese revorts to EDF. However. it has alao been noted that we have Xkept
EDF-PIF informed of the progress sarcugh verbal reports (regularly) to Msa.
Deen since sne wazs  at that fime cleosely monitoring us regarding the
progress  of the study. More so. even Mr. Gil Garcia was kept informed on
the progress of our work during his visita in the Visayas.

B. Wle C \'
Condition

1. Progress reports were not submitted to EDF.



Reimbursement Agreement - No. 21 (Documentary Requirements) - The Proponent
undertakes to submit to EDF the following:

1) Completed Phase I report to provide a basis for consultation between
the EDF anc the proponent as to the advisability of proceeding with
subsequent study phases:

-

2) Progress Rerorta on %the 3tatus of the Pre-Investment Study in
accordance with the schedule shown in Annex "C":

3) Completed and finalized Pre-Investment Study:

4) Ev1d9nc of payment for items and/or services utilized in connection

e preparation of the Pre-Invesiment Study.

EDF waived the submission of written progress reports. ZDF relies on the
regular verbal communication by the proponent with the project officer.

Written progress reports are necessary documents to propverly monitor the
project. If EDF believes otherwise. this should not form part of the
requirements under the RA.

Auditee’s Responce

Completed Phase I Reports were submitted to and accepted by EDF on February
20, 1991. Progress reports were relayed to Project Officer on regular basis
thru verbal communication by phone and occasional office visits.



C. i acifi e Coprm i {APTSC

Condition

1. Although books of accounts were already available. they were not used

to record transactions. It was indicated to us that recording will
begin only when the Ccmrany beccmes creraticnal. In addisicn.
prenumobered official receipts. cheque vouchers were not prerared oo
decument receipts and distursements. All disbursementz whezher in
cash or cneque were documented in 2asn wouchers whica wWere act

prenumberad.

Reimbursement Agreement - No. 23 (Accounting, Audit and Records) - The
proponent shall maintain books. records. decument3 and other evidence in
X u

sual aczounting orocedures Lo

aceordance Wit} the Provonent”3 i
sufficiently substantiate charzes %o the zranit. These records zhall he
naintained <for three vears after the final payment. These records apaybe
reviewed by the representatives of the ILF.

Canwsaa

Proponent iatends to maintain beecks of zczount when commercial oeorerations
bezin. '

23]

£

q
)
<

Due to insufficient records to sukstantiate expenditures. reimbursements
amounting to U.3.31.416 (839.342 were mestioned,

Recommendation

APISCO should already maintain complete records for the proper accounting
of project expenditures.

Auditee’s Response

a. Books of accounts are really intended upon the start of commercial
operation.


http:c*he,.ue

b. APISCO will make use of the pre-numtered official receipts. cash and
check vouchers when full operation starts.

c. Most of the distursements were made in cash and most of these payments
were advanced by the presicdent or any of the officers. Reimbursements
were made whenever these officers reports to the office. Vouchers are
prepared upon reimbursements.

Condition

2. APISCO has not aubmits Pa progress  reports to IDF.

{Documentation Requlrempnts) - The

Reimbursement Agreement - No. 21
EDF the following:

proponent undertakes to submit to

1} Progress rerorts on the status of the Pre-Investment Study in
o .

accordance Wwith the schedule shown in Annex "C"
2) Cempleted and finalized Pre-Investment Study:

3) Certified 1list oI expenses incurred in the preraration of <he Pre-
Investment Study. and;

nt for items and/or services utilized in connection
of the pre-investment study.

4) Evidences of
Wwith the prepa

rayme
ration

EDF waived the sucmission of written progress reports. EDF relies on the
regular verbal communication by the proponent with the Project Officer.

There 1is no evidence to support that progress of the project is being
relayed to EDF.

Recommendation

Written progress reports are necessary documents to properly monitor the
project. If EDF believes otherwise. this should not form part of the
requirements under the RA.



Auditee’s Response

We informed EDF-PIF verbally akout the status of our project. At present.
the company have not imported the necessary aguipment for the oreraticn.
The delay was caused by the non-issuance of the clearancs to be issued by
the Environmental Management Bureau (EMB) despite the supmission of the
documents required by them. EMB Clearance is the pre-requisite of our BOI
registration for us to avail of the tax and duty-free importation of the
equipment which will be the starting roint of our operation.

These information had teen relaved verbally to EDF.

Condition

3. Review of the study presraration and project timetable shcwed that the
duration of the study was from August 1990 to January 1891. It was

noted that the application form was received by ZDF only on QOctoker
2. 1990. Technical study on the other hand includes wviszits to
existing facilities nere and overseas was e=stimated %o be completed
until December 15S0. However. overseas travel perzaining to
canvassing of equirment was made even until May 1881. The studvy was
supposed to be completed in January 1991, bur it was firnalized and

submitted on July 24. 1861.

There were no writien communication with regards to the delay f
proponent and no written aproval from EDF for changes in the timetab

rem
<

1o
le.

Reimbursement Agreement - No. 17 (Compliance with Agreed Study Design and

Plan) - The proponent undertakes to follow the agreed score of work.

approach and methodolegy., timetable and study team srecifications as
described in Annex "C”. Revisions by the proponent to the above components
ghall be undertaken only upon the written approval of EDF.

Changes in the Agreed Study Design and Plan were not documented in writing.

Y

There 1is no evidence to support that progress of the project is being
relayed to EDF.



Recommendation

EDF should require proponent to adhere with the provisions of the RA. 1If
written progress reports were required thid matter should not have been

overlooked.

Some of the research work were already done from the time the inguiry slip
was sukmitted to ID . final preparation and final researcha work
for the study were done when the aprlicaticn was aprroved.

There was a delay in the implementation of the project timetable tecause of
some delays in the approval of the decumentation for the start of oreration
such a3 clearances and authority to import the machines. The Project
Mfanager had coordinated with some of the government officials and
consultants to facilitate the documents which made him delay hia travel
abroad for the negotiaticon with the supplier. As a consequence of the delay
in the other activities of the project. there was alsoc a delay in t}
finalization of the study. This is due to non-availability of the PErnjecrt
Manager for comment.

was actually a constant verbal/personal communication with the EDF
as to the scatus of the project.

Condition

1. The pre-investment study was completed in July 1991, which is two
months later than the estimated completion date. There was no
communication from the proponent nor approval from EDF regarding the
extension of the completion date.

Reimbursement Agreement - No. 17 (Compliance with Agreed Study Design
and Plan) - The Pre-Investment Study is expected to be completed on or
before May 31, 1991.



regarding

EDF does not require written communicaticn from proponent

progress. report.

is being

There 1is no ewvidence to suprort that progress of the project

relayed to EDE.

Reccmmendation

ZDF should implement the provisicns of the R4,

We informed the project officer (Mr. G. Bendcec) that the
finished later than we had anticipated.

0°

13}



VIEWS OF RESPCNSIBLE OFFICIALS



Economic Development Foundation

10 april 1992

Ms. Minda O. Ledesma
Partner

Carlos J. Valdez & Co.
cJve Bldg., Aguirre St
Leyaspl Viilage, Makati
Metro Manlla

Dear Ms. Ledesma:

Thank vou for furnishing us an advance copyv of vour draft
report on Fhe Non-federal Audit of Grant No . AID
492-0452-3-535-0024-00 and for the time vou and Ms.  Reqgagle
Tesoro provided to dizeuss vour findings with as vesrerdav,

As we agreed, we dre sending von onr responses to bthe obser-
vations and recommendations vou made 1n vour  reports  on
Internal Control, and Compliance with Agreement Terms,  Ap-
plicable Laws and Regqulations.

A. Internal Control
ON FUND MANAGEMENT:

a) Funds are disbursed in accordance with the existing EDF
procedureas. A change 1n these would entail a reallocation
of the specialized functions in our acecounting, treasurvy and
administrative sections and an increase in our staffing
requirements. It would also complicate rather than simplify
the financial system without actually improving controls.

To 2liminate possible excessive advances, EDF heretofore
will prepare more detailed estimates on pavments it will
make for PIF and charge the PIF administrative fund a
half-monthly rather than monthly basis.

b) On the observation that "In all instances advances made
to EDF exceeds the amount it disburses"”, please note that in
periods subsequent to that covered by the audit, records
show that the reverse has been invariably true so that EDF
has been advancing from its general fund to operate the PIF.

Sth Floor, Jaka | Building, Ayala Avenue, Makati Manila, Philippines/MCP.O. Box 370 Makati, Metro Manila
FAX (632) 8189269 TELEX 64529 CESO PN Cable: EDEFOINC Manila

+ Exocutive CHico: 3180179 312030 * =uman Rescurces Management and Coveoicpment Survicos:
* Management and Industral Cansultancy Sernces: 31203574 31CC2ZHE, 31CCCCs 310Cel3. 3180192
+ Furai Seveicoment ang S0 neenng Zor, zos 3120564 ¢ empstrauen Ttfea 3183673 3100601, 3186845

Maragement ‘nicrmaten S,stem Zar 225 31ICEES + Proanvesimert ety 3120833 412.08.35

//
/V)
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For example, in January 1581, EDE advanc 3,

PIE expenses. In  Rebruary, EDE  advances amounted Lo
P33,000; ineMaricht, 2R20050.0.05  in Ap il S DAR 0 (000 = iint i M 3y,
P166,000; and so forth consistently up to this time.

c) The practice of making check payments and having these
encashed by the individuals cited was r=sorted to when check
clearing LCime belkween. interbank accounlts had to Dbe short-
enedn  ThislmraeticeiiisiheingitdsconEinneds

ONETHE RETHEURESBHUENT AGREEMENT

Tote mE el e:

The PER iz inbtended to supporxt real-lifel iprie—investment
situdies of private investoxrs., Study @ plans  submitbted ih
supporit off sbhelreqluesitedigrantist ares thltseconsiderediopens Bto
change DRSS 23 werars of experiencedhas shown  Ehat  plans
for applied studies need to be adjusted routinely to refilect
new information, changes in business copdicions, ands emeris=
iNgl arrangements andi o approaches of ehes i sponsors, their
financial sources, and theirz potential bunyers and suppliers.
The  RA, as weld ast bhelscreening and evaluacion criteriafand
processes, Was carefully developed Eto provide the flexibili=
Ev: Lol deal with private  proponents ands to reduce the itburden
ont proponents as much S5 possiblewiizhipalimiscs thate s would
nonetheless enable EDE to exerciss the nesded levels oFf
control and judicious management of grant funds.

While the budget reflected in the RA itself is kept general
for flexibility, the line items are claszly shown and de-
tailed guidelines on what are considered appropriate charges
are provided both the proponents and Che project staff. Its
basis 1is in detailed documentation <cthat establishes the
necessity and realism of the study plan, the budget, and the
study team. This detailed documentation 1is scrutinized
during the preparation, screening, and evaluative stages and
is the basis for the Board's approval of the grant Subse-

quently, when claims are presented, thi ation is
referrxed to by the Project Officer and becomes an important
basis for wvalidating whether the claimed expenses were
study-related and corresponded to approved eligible costs.
The Project Officer's certification 1is needed as a basis
for the Auditor to review the claims and ensure that pay-

ments are properly supported.
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Item 2:

and meestings Eto

The RA specifies formal progress reports
able to demand  such

ensure that, when needed, EDF would be

from problem proponents.  In practice, this is routinely
waived in favor of oral reports and interviews with propo=
nents and the study team, which achieves he monitoring
purposes  of wrilbben reporits withoutithel iburdenssands bime
involved.
We expect proponents to make routine changes in the course
piff b e st hdye e o B nEliyaiel Ea e an et h sl tEF s DGR NG S
1yNdone in good! faith andido not resulitiin the following

an L violation of BER qualificatiion criceria;

b) changes in the natiure of the proiject to be

implementead
c) reduction in study scope without reduction in
costs;

d)  additional costs to bel ~harged to the RIS

e) charges nnrelated or unnecessary to the study,
Where Jjustifi=d expansions of study scope entailing oddi-
tional costs take place, Board spproval i3 necessary.
Ol PROCUREMENT
The inclusion of Ethe indicabted items Wwithin the approved BIE
budget was considered sufficient authorization @ for Lhe
procurment of the items. None of the items were paid with-
out the vouchers and.checks being cleared Dby the Progran
Manager, the Fund Administration 0fficer and other approving
officers of the EDF. Nevertheless, we agree wibth the recom-
mendation to apply the purchase order system to all except
emergency purchases.
In relation to office materials and supplies, EDF has estab-
lished suppliers Erom whom it regularly purchas s thece
items.

In relation to equipment, all major equipment purchases we
preceded by canvassing and bidding, and most supplie
qualified were reqguired to demonstrate their equipment. A
major printing jobs were canvassed and negotiations wer
done with qualified lowest bidders who could meet delivery

schedules.

—

T — 0




Minda C.

In zelacion to professionals, EDE hizes these on the basis
of its judgement as to their gualifications and competence
to do the work according to he professional standards
required.
ON' TRAYVEL
Pravel Sitinerdcics Sorciapproyed BY fithe 2rodgram  Manager.
These  ibinerariess iare designed tol providel Bfsicient fang
adequate coverage 0f proponents the sE3tus 0f whose aceounts
G s MR s e e EN 01 D s O D= s =HE nEEE S g e SYsSTRms.
Oriall xeportsinice g lion iaiEtieyl by Individually fand ‘through
staff meetings,
The s requirementhiofiwritten reports, D gty nstibuted
within PIF, was discarded to relieve the NEaWY BApREWoT R OF
thes Broject 0 fcicess iand becausel these became UnneceSsa/
wich the esitablishment of PIFR!s account tracking SEsicE M
shows movements Of the accounts in =ach officer's e el i e,
Cash advances are tracksd closely and kepk under csnbtzol
The large  outstanding advances are about 90% due to  the
promotional US trips Of the Program Manager and o will @ be
liquidakted once:the realignment of the budget provides for
the appropriate items Lo absorb the costs.
ON PAYRGOLL
No written accomplishment reports are required of EDF pro-
fessional staSf. PIERESE O perationsE COHNELORE sy Eemi i tSc ks
accomplishments automatically.

Aon i oWl o}

On the possible statutory violations, EDR.is taking steps to
rectify any ercors that might have been committed in the
case of the three staff members involved, who hemselves
requested the cited deductions not to be withheld from them.

ON COMMODITIES

The physical inventory of commodities has since bes=n con-
ducted and will be done regularly.

Only one set of computer with accessories remains untagged.
USAID has been requested for additional tags.
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B. Compliance with Agreement Terms, Applicable
Laws and REqulations

OniiIiliem (la) & == The casnfadvancess weze ased on monthly
estimates of disbuL @ments that would be goursed through.the
ZDF  system. This is5 the standard procedure under EDF's
financisl imansgement system., A5 cRrlisk Qs cussedie s hie
recommended changes would entail the reorganization of BDEUs
accounting,  treasury a&nd adminisbtrative zections and  the
zYefalibiveliofel ¢ wps SR SRE algo belitevest stich would make  con-
Bgoiihg ditles o GUEIEE@IE e el liavia

To address the issues raised, EDF will take the following
5

1) Moze precise estimates of disbursements that
are normally conrsed through EDE will Le prepacad;
2°) 3ildings to the PIR administrative account will
be done twice a month, instead of monthly.
On  Item (b) -- The interasts have remained with the banks
on a compounding basis. Checks have been prepared covering
nt sts earned, and these will be cemitbted to the U3
BLe COS HCOMING W ek (0N P A 18130110 019
C. Additional/ Notes on Schedule I-A
In ddition to the above notes on Internal Contzol and
Compllance we wish tp put on record our comments o3 the
S O ThrEeaas . @8 Shehel oal~rip ove budgetad amount
(based on monthly rate)" in'Schedule I-Aa.

W The £finding is based on the date of approval by the
USAID of the mechanism by which EDF denominates project
staff salaries(in US dollars and uses the acltual conversion
rate as the basis for computlng peso payments to the staff,

However, since the employment el ietss o e SEaER . Aipslis
cated 1in the f£inding expired on Januaiy 31, 1991 EDF had

renewed their contracts, effective February 1, 1991, using
renegotiated rates and indicating the dollar-referenced
mechanism on the understanding that the mechanism would be
cleared with the USAID.
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have affected
which they would be denominated
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2. Such adjustments in salaries dus to cenegotiation and s>
changes in job specifications ar=z entirely in Keepinc
® ozt T : £
EDF's compensation practices.
26 MO dew obligablons were eatalled outside of the
approved under the Cooperative Agreement, neither were
transifers Of cosits Feom bne line dbenm L0 another.,
We trust that the above comments will Eind place in
r




Economic Development Foundation

20 April 1992

Ms. Minda 0. Ledesma
Partner
Carlos J. Ya:id=
CIVC Bidyg. . Agu
Legaspi J:illa
Aetro Maniia

Dear Ms. Ledesma:

In resoonse to the rindings or zhe audit of the ZPrivansa
Sector Fr2-Investment Facility (2IF) that vou 1r2cent.iv
completed. we pave taken measur=s to 2nsurs  fullzr ana
clearer documentation orf the uge of qrant funds

The accompanying tablz2 of Measures to Address Aud:t Fi
ings on PIF Reimbursements [(13t3 ©h2 ACn1onNs We nava  naken

31nce our me2eting last April L3th with Mr. James L sarvail
Of the Orzice of the inspecror General. to  settie  nhe
remaining  Juestions  in r2lation £ pavments made to  FIT

proponents.

d n Schedul:2 I[-. we woirld

A3z Lo the aud:it rindings ra:i A
1 g N T8 Nenas we 32nt You o ik

Tz
like o r=21t2rarns and eia901-
our lerctar dace

A. OQOn "Salary increase cla:"3ad prior to the aporoval
of Contracts Services Division.XXX"

l. The finding is based on the dat2 orf approvai by rthe
USAID of the mechanism bv which EDF denominates projlect
starff salaries in US dollars and uses the actual conver-
sion rate as the basis for computing peso payments o
the starr.

‘aragement Infermaton Zystem Zervices: 31CC2E3

However., sinc2 the empiovment contracts of fthe Staff
indicated 1in the finding 2xpired on January 3i. 19¢.., ZEDF
had renewed their contracts. arractive Fapruarv lst,
5th Floor, Jaka 1 Building, Ayala Avenue, Makati Maaila, Philippines/MCP.O. Box 370 Makati, Metro Manila
FAX (632) 8189209 TELEX 64529 CESO PN Cable: EDEFOINC Manila
Executive Cffice: 3160179 312C450 * Human Rescurces Management and Coveicoment Services:
Management and Ingusinal Zonsuitancy Services: 31CC574 81CCE35. 31CCE8C5.31C0628, 3160132
Rural Cevelopment ana Zrg.neuning Services: 312C<84 s Admasiralen 2Hcor 31CCETS, I1CCEDY. 313038

+ Prownvesimert Facaity: 312-C323: 410.03-25
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using the renegotiated rates and indicating the dollar-
referenced mechanism on the understanding that the
mechdanism would be cleared with the USAID.

A rejection by USAID of the mechanism would not in ~any
way have alfecled the renegotiated salaries, only the
method by which they would be denominated and disbursed.

2. Such adjustments in salaries due to renegotiation
and to changes in Jjob specifications arse entirely in
keeping with EDF's compensation practices.

3. No new obligations were entailed outside of Lhe
budget approved under the Cooperative Agreement, neicner
were there +transfers of costs from one 1line item to
another.

B. On "Salaries paid to personnel not included in the
oriyinal budget.XXX"™ and "Consultancy fees..."

Again, no new obligations were entailed outside of the
budget approved wunder the Cooperative Agreement, nor
were there transfers of costs from one line item to

another.

Also, in the budgetary assumptions as well as in the
implementation plan submitted by the EDF to USAID, it
was clear that under the personnel budget was a lump sum
amount from which EDF could draw for additional person-
nel that the project would need, who had not as yet been
identified. The PESO approvdal cited in the audit reporec
entries was requested by EDF primarily to confirm the
original intention of the budgetary and negotiatory
assumptions and to clarify Lhe scope of these assump-
tions. (Apparently the Contracting OEfice was not in-
volved since no budgetary or contractual changes were
effaected.)
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C. On "IX. Workshop. Car rental...."
We have already obtained the official receipts from

Mrs. Galicia. (Exh. 1)

We reiterate our appreciation for Lthe opporltunities vou gave
us to address the questions raised during the audit. This
approach provided insights which we find useful in further
improving the management of USAID-sponsored projects.

Slngerel/ yours 'Ki
/VI CTOR M. TAYLOR
President



MEASURES TO ADDRESS AUDIT FIMDINGS ON
PIF REIMBURSEMENTS

Shemberg Biolech Corporation

The proponent was contacted by long distance and has
already requeslted APY South East Asia Pte., Ltd. for their
direct acknowledgement of the payment. (Original acknowl-
edgement was issued by APV Philippines).

Vulcan Industrial and Mining Corp.

1. The proponent has been requested for copies or
certifications of their contracts with Messrs. Gervacio and
Glorio. (Exh. 2)

2. We have issued and included in the files the docu-
mentation of Lhe verbal authorization allowing Vulcan to
conduct the exploration studies through their own personnel
and to log the corresponding costs in lieu oOf contracting
outside consultants. Vulcan's change in study plans result-
ed In savings of over P0.S million in study costs and a4
reduction of the PIF grant by P250,000. (Exh. 3)

Asia Pacific Integyrated Steel Corporation

1. On review of the documents, EDF is disallowing
P30,388 of previously validated expenses, which reduces the
reimbursible amount by P15,194. This entire amount will be
deducted from the final release to APISCO. (Exh. 4)

2. PIF reimburses study costs incurred by proponents.
Our understanding is that proponents are not subject Lo the
USAID per diem rates. However, the PIF Board issued the
guidelines that PIF would use USAID rates as a rule-of-thumb
ceiling in computing study budgets, beyond which the amounts
would have to be specifically justified. Since the APISCO
RA was approved before the Board issued ils gquidelines, the
$150 per diem was allowed.

At any rate, it should be noted that PIF is paying
only $75 of the $150 per diem allowed, which is still below
the USAID rate in the areas of travel,

3. We have requested APISCO to obtain from Concep, Inc.
a certification as to the identity of the signatory on the
receipt of payment, to satisfy the auditor's requirement.
(Exh. 5)



Jayvi Marketiny Corporation

The names of Jennifer S. Viray and Juanity Viray were in
the detailad budgetary and study design documents submitted
by the proponent in support of tLhe application. Their
names, however, were inadvertently left out in Lthe 1list
reflected in the RA. (Exh. 6)

Sason Shop

The project officer, who monitored the project and Kknows
Lhe individuals involved, has issued her certiflcation thac
Mr. Javellana was assigned as member of the study team and
tLraveled Lo Manila ln connection with the study. (Exh. 7)

Minda Intexrnational

1. Based on our review of the documents, the disallowed
salary payments were nol included in the claims -- althoughn
the names appearesd in the company payroll documents " submit-
ted. Thus, these payments were not made by PIF in the ftlrst
place. (Exh. 8)

2. The contract with Pert is included in the {iles
(Exh. 9). The study was reviewed and certified Lo by the
project officer. The official receipt will be sent by the

proponent Lo supersede the provisional ra2c2ipt on file.

3. The proponent stated that the contract with Dims
Englneering Services was verbal, bult that he would send the
official receipts to supersede the acknowledged cash vouch-
ers on file. The plans prepared by Dims were included in
the study reviewed and certified to by the PIF project
oEficer in charge.

ro—.



ACKNOWLEDMENT RECEIPT

This 05 o acknowledge veceipt fpeom Economic  Development
= Privale Seclor Pre-investmenl Facility Lhe amount of
Thonsand Four Hundrd Pesos (P5,400.00) as payment of the
in Lhe Deansporbalion Lo and from Villa Escudero and

Fonndal ion
I ive
Van o oused
Manila Lo RPIEF Workshop.

CARMINMA GALICIL:

Proprl W.ul
”"‘\QLL’({_({\ q e
~
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Economic Development Foundation

April 14,1992

Mr. Patrick V. Caoile

Executive Vice Fresident

VULCAN INDUSTRIAL AND MIUING CORPORATION
dth Flr.. Ouad Alpha Centrum Blda.

125 Pioneelr Stireef

Mandaluvong., Metyo Manila

Dear Mr. Caoile:

est ror final reimbuirsement
1mbursement Agieement No.

This is 1in connecrion with voul te
dated Maveh LHE, L9992 pey ol
0U9-031L-20.

au
Re

[0 facilifate Ehe processinag of the raimbursement. we request  a
Copy or certiticanion of the updated contract of My, Gervacio and
Lhe contract of M. Glorio to complate the documentations of  the
personnel study cost

Y Thank you Lol vour support ot the program.

GARC
rogram Manaager

|

5ih Floor, Jaka 1 Building, Ayala Avenue, Makali Manila, Philippines/MCP.O. Box 370 Makati, Metro Manila
FAX (632) 8189269 TELEX 64529 CESO PN Cable: EDEFOINC Manila

« Executive Office: 8160179 810G490 + Human Resources Management and Cevelopment Servicos:
+ Management and Industrial Consultancy Services: 8100674 8100665, 8100605, 8100628, 8160182
« Rural Development and Engincering Services: 81C066+4 + Administration Ctfico: 8100676, 8100621, 81006-46
® + Management Information Systém Services: 81C0E69 s Pre-Investment Facility: 810-0833: 810-08-35 li \

i/
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Economic Development Foundation

TO ¢ GLL 5. GARCIA

PIF - Froaram Mlanager

FROM : GENE M. BUNLOC
PIF - Prodect QOfficer. Luzon

SUBJ  : VULCAN INDUSTRIAL AND MINING CORP. (VIMC)
Relmbursement Adgresment Mo, 009-031-90

I redguest yvour Cormal confirmation of the agreement we had with
Messrs. Patricok Caotle. EVP and Alrredo Calub. Project Coordina-
For  of VIMC.  thar in li1eu of contracting  the aeological  and
drilling exploration as orovided 1n the original studv-oian and
budaet under RA N 00a-g2f—a0, Fheyv wonld o the wolrk  in—-nouse.
This would entatl the transter or == natr- o[ the eligibie costs
reflected under  exploration to the in-house persohnel budaget
itam. Thev will al=o sontract a nyreressionai dritler o supervige
Ele wed kL aned rent s pnment lex osed o the expiloration.  The
Wove WAS eupectad to @ave aporoximan2iv rioty (500 percent ot the

exploration huadgeted cost,

The foredning was agreed npon. [he result of the move saved the

company  Approximatelv ES39.000 out of the budgeted amount for

R1.0G%4.800. Actual expenses i1ncurred bv the company amounted to

about RB500.000 onlv.
)

GAR|-IA
Maphager-PIF

Sth Floor, Jaka | Duilding, Ayals Avenue, Makati Manila, Philippines/MCP.O. Box 370 Makati, Metro Maails
FAX (632) 8189269 TELEX 64529 CESO PN Cable: EDEFOINC Manils

« Execulive Office: 8160179 8100450 . Human Resources ‘Yanagement and Development Services:
+ Management and Induslrial Consultancy Services: 8100674 81C0665. 8100605, 3100628, 3160182

« Rural Development and Engineering Seracel: 3100564 « Admmnistration Ctfice: 8100676, 8100621, 8100646

+ Managemenl Information System Serices: 810CE6I + Pro-investment Fac:ity: 310-C833: 810-08-35
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Economic Development Foundation

TO : BLESILDA I. ZABAY - PIF ACCOUNTANT
FROM : GENE M. BUNDOC - PIF PROJECT OFFICER b

p A
THROUGH : GIL S. GARCIA, PROGRAM MANAGER W/
SUBJECT : APISCO Reimbursement Agreement N .025-065-91
DATE : Aprll 20, 1992

This refers to the Summary of Eliglble Expenses for
ASIA PACIFIC STEEL CORPORATION, under which we validat-
ed the salaries of bookkeeper and driver as part of Lhe

study expenses incurred by the proponent.

We reviewed these expenses after the Carlos J. Valdez
and Co. audlitors took note of them. These costs should

be consldered ineliglble.

As such, the Validated Actual Expenses should be re-
duced by B30,388, and the Reimbursable Amount by

R15,194.
Kindly make the necessary adjustment. Since B7,597 ot
the amount Lo be disallowed was already paid with the

initial reimbursement, the entire P15,194 should be
deducted Erom Lthe final reimbursement.

/7;{7/\’

GENE M. BUNDOC

51k Floor, Jaka 1 Building, Ayala Aveaue, Makali Maaila, Philippines/MCP.O. Box 370 Makati, Metro Manila
FAX (632) 8189269 TELEX 64529 CESO PN Cable: EDEFOINC Manila

+ Executive Office: 8160179 8100450 + Human Resources Management and Development Servicos:
« Management and Indusltrial Consuitancy Services: 3100674 8100665, 8100605, 8100628, 8160182

« Rural Cevelopment and Engineering Services: 8100664 + Administration Cifice: 8100676, 8100621, 310C646

+ Management Information System Services: 3100669 * Pre-lnvestment Faciiity: 810-C833: 810-08-35



Economic Development Foundation

April 21, 1992

Mr. Benjamin Chua, Jr.

President
ASIA PACIFIC INTEGRATED STEEL CORP.

25 Pacific St.. Baesa
1106 Quezon City. Metro Manila

Attention : Ms. Grace Frigillana

Dear Mr. Chua, Jr:

This is to confirm in writing the verbal request we made through
your consultant. Ms. Grace Frigillana. for an additional support-
ing document in connection with the expenses incurred per our
Reimbursement Agreement No. 025-065-91.

Our Auditor's finding of the document (voucher) covering payment
to Concep Inc. showed an unidentifiable signature nor covered by

an official receipt.

We would appreciate if you could forward to us the duly certified
identity of the payee with the corresponding copy of official re-—
ceipt and/or certification of Concep Inc. that they received
payment for the services rendered.

Thank you for your support of the program.

] j
GIL Si ”ARCFA
Progra Manager
Tre—In estqent Facility

cc: House of Consuitant

5tb Floor, Ikl Building, Ayala Avenue, Makati Manila, Philippiaes/MCP.O. Box 370 Makati, Mctro Masila
FAX (632) 8189269 TELEX 64529 CESO PN Cable: EDEFOINC Manils

» Human Resources Managemont and Development Services:
8100665, 8100605, 8100628, 8160182

» Administration Ctfica: 8100676, 8100621, 3100646

+ Pro-Investment Facility: 810-0833%810-08-35

+ Execulive Offico: 8160179 8100480

« Management and Industrial Consuitancy Seqvi¢es: 8100674
« Rural Development and Engineering Services: 31CC664

+ Management Information System Services: 810C669
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SUBJECT: JAYVI MARKETING
Reimbursable Agreement No. U06-044-90 (RA)

FROM : PROJECT OFFICER

SUBJECT: JAYVI MARKETING
MEMO TO FILE - In-house Personnel

éﬁ(n

This

is to  put on recerd that Ms. Jennifer S. Viray. market

researcher and Ms. Juanita §. Viray. proponent aand Jewelry

Marker and technical Specialist who will travel were erroneously
included as members of the ln-house personnel study team

not
the RA. This will not 1n anvway chanage, the personnel study

buduget as approved by the PIF Board of Review.

Attached are coples of the seament of the evaluation report
the detailed cost of the study wherein it is shown that they

part of the study team.

nue, Makati Manila, Philippines/MCP.O. Box 370 Makati, Metro Manila

5th Floor, Jaka 1 Building, Ayala Avent |
FAX (632) 8189269 TELEX 64529 CESO PN Cable: EDEFOINC Manila

in
cost

and
are

Executivo Office: 8160179 8100490 + Human Resources Man‘agement and Dovelopmant Services:
\danagement and Industrial Consullancy Sarvites: 81C0674 BiOQ6§5. 8110060‘.'5, 81u0628.. 8160182 6

Aural Development and Engineering Services: 81C0E64 + Administration Of‘hcc_v:. 8100676, 81‘00621 . 831;)064
Management Informalion Syslem Services: 31CC663 + Pre-invesimenl Facility: 810-C833: 810-08-

. (X\



ITEMIZATION OF Siuhy

EZFENLE

I TEMS

The Manufacture of Pine Jewelry for Export

‘:.‘ L

v T|*l£‘

Applicatien Huabsr

Exhibit 6.2

i - FERZOHNEL SERVICES
i- 1 ta-HowszasConpaay Ferzopnsl

ifan N A ME F

caztfion n Faiirran
Hoao. ‘ z

I
Coapany gy

Tean

Eazie
Moathly

Zalary
Houorly

Estiaatsd
Man-hourz

Totar Cost

1.) Janet S. Viray‘: Comptroller &| Fine Jewelry

Jewelry Specialist
Appraiser
| 2.) Jennifer S. Viiay Marketing Reseerch

As&istant

L
asslistant

£15,000.00

5,0C0.00

£107.15

59.55

840.

252

#90, 006.00

15,006.60

e Tatal

105,012, 60
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Lxzhibit 6,3

Forargn Travsl

Fout

i Furpozs Faiieagar Maanz Eztraatad
Nf:l N |:' DS t
Hanila - Frankfurt Technology and Export Mrs. Juanita S, Viray Air PFare * 72,800,00
-Antwerp - Rome - Market: primary info/data Ms, Janet 5. Viray Land Transpors 36,400,00
+ Prankfurt - HManila gathering tation
oA
Tox ot oald £109, 200,00
02-12  Local Travsl
taa Faut s Farpaia FariEagar Maan: Exfraabsd
Ha SIS ¢
Parlac - Bulacan - roduction: Prioary Juanita S. Viray . Private $24,000.00
Manila & Vice Versa data gathering Jaunet S, Viray vehicle
Leuzh R. Pauganiban
Arlene llae G, Didal
Vicinity travel - 18,000.00
(travel within
Metro Manila) ,
R - . e
———— T+t ol | P42,000.00



http:P42,000.00
http:18,000.00
http:24,000.00
http:i109,200.00
http:36,400.00
http:72,800.00
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B210,000

2. Travel
Foreiyn (3L, 600 R e, 2 43¢,000
Transsuitiatien Land (sl pon s 2 x0as5)s 2,000
9G) saoebonaoaagan. S N)

ioio

Local (B7,000 x G o
172,000
3. Per Diem

Foreign
Local (BL,000/day x 18 days).eecoee..

(5130 x 2 x 30 days « 25)....B225,000
18,000

P243,000

4. Supplies and Maberialsihnnn s BR19,800

5. Communication' (B3,000 X 28 o oo o0c00005 ALl 0NY

G. l'raining (Schooling)($3,600 x 25)....P 90,000

PTravel abrcad will include schecoling in Italy for the latest
designs, techniques, and equipmencs for jewelry
manufacturing aside [rom establishing market contact and
raw materials sources. The Chairwoman, Mrs Juanita S.
viray, will look into pmarket and raw materials tie-up while
in Euroge and Ms. Janszt S. Viray will attend the seminar in

Italy.

Findings
Evaluatinn showed that the project, proponent, and study
criteria have been net. The study cost has been thoroughly
Jdiscussed with the proponents'’ recrzsentative and
time allctted for the

sunsnlibant, specifically the
Fechnieal spacialist and the necessity mf th2 trip.
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VIo  EBaconnendation

Bas:2d  on  the foveguing Lindings, the project 13 higaly

recommended for approval.

7
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GENE M. @
Project Officer

Noted by:

screening Commiltee

Cha;rmalkj.

GLL qg ARALA
Hreyram Manager
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Economic Development Foundation

April 14, 1992

CERTIFICATTION

This is fto certifv that based on mv monitoring of the study
of Sason Shop, Inc., Mr. E. Javellana is a consultant connected
with Datatech Management and Marketing Svstems, the external
consnltant contracted by Sason Shop, Inc. to conduct the pro.iect
feasibility studv for 1its furniture expansion project. Mr.
Javellana was assigned Lo the study team [or some aspects of the

financial study,

The puarpose of his trip to Manila was to confirm funding
sources from the Technology Livelihood and Resource Center
(TLRC). which subsequentlyv partlyv financed Sason Shop's expansion

pro.ject.

/ﬁ/zM

MERLE JEAN O. DEEN
Pro.ject Officer
Region 6

5th Floor, Jaka 1 Building,:;\y'ala Avenue, Makati Manila, Philippines/MCP.O. Box 370 Makati, Metro Manila
FAX (632) 8189269 TELEX 64529 CESQO PN Cable: EDEFOINC Manila

+ Executive Cffico: 8160179 8100490 .
Management and Industrial Consullancy Sarvices: 81CC674
+ Rural Ceveicpment and Engineering Services: 31C0664
Management Infermation Sysiem Servces: 31CCE63

» Human Resources Management and Cevelopment Sorvices:
81C0665, 8100605, 3100628, 8160182

* Admimistration Ctfice: 3100676, 31CC621, 3100646

+ Pre-Investment Faciiity: 310-C833: 810-L8-35



Economic Development Foundation

April 13. 1992

CERTIFICATION

This is to certifvy that the cost of In-~house Personnel for
study purposes c¢laimed by Minda International oniy 1ncluded

salaries of:

Cenon Navarro
Luzviminda Sauls
. Walter Sauls
Marlene Navarro
cenaida Melgazo
. Alex Mirarflores

G b QWM

totalling PRl03,1%0.61, of which only P92,760 were validated
and paid. 4

The salaries of Ronnie Navarro. Rossana Navarro-Y:duva and
Christine Casaysay were not paid as shown 1n the attached payroll

sheet and summary of claims.

,3Z?¢5
BLESILDAJZABAY

5tk Floor, Jaka 1 Building, Ayaia Avenue, Makali Maaila, Philippines/MCP.O. Box 370 Makati, Metro Manila
FAX (632) 8189269 TELEX 64529 CESO PN Cable: EDEFOINC Maaila

» Executive Offico; 8160179 8100430 + Human Resources Management and Development Services:
* Managemont and Industrial Consultancy Services: 8100674 8100665, 81006Cs, 8100628, 8160182
* Rural Development and Enginecering Serviced: 3100664 * Administration Cifico: 31CC676, 8100621, 310C646

* Managoment Information System Services: 8100669 * Pre-invesiment Facility: 310-C833: 31€-C8-35
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UNITED STATES AGENCY FOR INTERNATIONAL DEVELOEMENT
GRANT NO. AID 492-0452-a-35-0024-00
ECONCMIC DEVELOPMENT FOUNDATION

CCMPUTATICN OF INDIRECT COST RATE

The primary objective in determining the indirect cost rate is to ensurs
the proper allocation of the indirect cost of EDF. Projects being
undertaken by EDF in this case, the Pre-Investment Facility must absorb
approrriata indirect ccst charazes.

The following are the proecedures conducted in determining the indirect cost
rate:

1. From accounting records of IDF we determined the pool oI indirect cost
for 1820 and 1991. This pool refers to a group oI non-allocable
expenges incurred in orperating EDF. These ccst3a are not directly
identifiable to a particular project.

2. From the pool of indirect cost we removed the exrenses not allowable
under USAID auidelines. The difference is the adjusted indirect cost

pool.

3. We wused USAID s gquidelines using direct labor pase in calculating
indirect cost rate. The use of direct lator base recognizes the fact
that labor 1is closely related to the function represented by the
indirect cost being appiied.

4
L]

4. From accounting eeccrds of 3IDF. we alzo determined the direct 3alariss

1%

for 1580 and 1391.

t

5. Finally, we established the formula in determining the indirect cost
rate: .

Indirect Cost Rate = Adjusted Indirect Cost Pool

Direct Salaries
Thus, the Indirect Cost Rate for EﬁF are as follows:

1990 - 51.02%
1991 - 79.84%



Salarics and Yages

Inployee Jenefits

Xepresentation and Zntertainment
Rent

Transportation and Travel

Postage, Telephone and 0ffice
Supplies

Sepairs and Naintenance

Light and Water

Depreciation and imortization
Professional fees

[nsurance

Gratuity Contribution

Bad Debts

Taxes and Licenses
Subscription

Yigcellaneous

Direct Salaries

Indirect Cost Rate

UNITZD STATIS- AGENCY F0R INTERMATIONAL DEVELOPMENT

GRANT 0. AID 492-0452-4-35-0024-
SCONOMIC DEVELOPMENT FOUNDATION

COMPUTATION OF [NDIRECT COST RATR

90

R

IRISIT I

1989 1331

E;clusion/ ;;;usted - - Sxclusion/ ddjusted

Tnaliowable Indirect Unallowadle ndirect

Ixpences Ixpenses  Tast daol xpenges Ixrences Jost ool

ML LS DM 0 s
380,346 360,348 - 459,383 169,383 -
511,280 511,080 - an,3m n.en -

1,013.301 318,407 700,494 1,052,354 147,872 305,282

121,345 36,108 33,337 124,388 17, 456 107,282

315,322 38,301 216,321 284.308 39,303 244,208

130,118 10,361 89,155 183.260 28,956 157,304

161,327 11,383 113,544 281,952 29,185 221,267

130,265 10,345 39.120 174,162 240424 150,333

115,900 11,500 104,500 121,300 - 121,000
19.318 19,318 - 25,056 25,058 -
222,185 222,158 - 266,876 268,376 -
310,029 310,029 - 291,815 291,815 -
43,538 43,598 - 29,498 29,498 -

153,350 12,821 141,029 90,375 - 90,375

12,829 1,768 11,760 12,986 - 12,088

- 6,969,315- 3,025,020 3,944,399- --;:;;5,428 - 2,064,417 5:555:51;-

1,131,282 6,737,466

91.02% 79.84%
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U.S. Ambassador to Philippines

Mission Director, USAID/Philippines

Assistant Administrator for Asia Bureau (AA/Asia Bureau)
Associate Administrator for Finance and Administration (AA/FA)
Associate Administrator for Operations (AA/OPS)

Office of Press Relations (XA/PR)

Office of Financial Management (FA/FM)

Office of Legislative Affairs (LEG)

Office of the General Counsel (GC)

POL/CDIE/DI, Acquisitions

Management Control Staff (FA/MCS)

Asia/FPM

Inspector General

Assistant Inspector General/Audit

Office of Policy, Plans and Oversight (IG/A/PPO)

Office of Programs and Systems Audit (IG/A/PSA)

Office of Legal Counsel (IG/LC)

Assistant Inspector General for Investigations and Inspections (AIG/I)
Regional Inspector General for Investigations/Singapore (RIG/1/S)
Office of Resource Management (IG/RM/C&R)

RIG/A/Cairo

RIG/A/Dakar

RAO/Manila

RIG/A/Nairobi

RIG/A/Tegucigalpa

RIG/A/Vienna

IG/A/FA
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