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REPORT OF AUDIT 

B A T ' r E U  I%EiORIAL INSTITrn 

Contract No. AID-f 0-194 (Project No. 489-11-230-634) 

Survey f o r  Establishment of 
Ine t i tu t e  of Industr ia l  Technology and Applied Sciencetl 

For tho Period from September 16, 1965, t o  October 31, 1966 

BACKGROUND INFORMATION 

In reeponee t o  a requent from AID/W, we have mtide an audit  of contract 
No. AID-fe-194, *&Lch was ne ot ia ted between the  U,S. Government and Dattel le  
Hemrial  I n s t i t u t e  (Bat tel le  f on September 16, 1965, The primaw purpose of 
t h i s  contract called fo r  BattaUe t o  provide technical advice and assistance 
t o  the  Government of the RepdbLfc of Korea (RoKG) for  e e t a b U s h i r ~  within 
Korea an Ins t i tu t e  for  indus t r ia l  Technology and Applied Science S h w t i t u t e ) ,  
subsequently cal led the  Korean I n s t i t u t e  of Science and Technology (KIST). 

I;I order uo provide the  neceeeary aseiatance, BattePle was authorised t o  
send a team of f o w  orb f ive  highly qual i f ied persons from t h e i r  top managenlent 
s t a f f  f o r  a period of approxFmately four and one-half man months. The specif ic  
goals of t h i e  E W Y C ~  toam were to :  

Develop a non-profit corporate framework f o r  the  I n ~ t i t u t e  t o  
provide reaeomble independence and a management tha t  could 
encourage participation of outstanding Korean a c i e n t i ~ ~ s  and. 
engineere. 

Ident i fy methods b r  which the  I n s t i t u t e  could a s e i e t  i n  the 
development of t h e  Korean econow. 

Develop an eetimate of cap-Ltalinveetment costs  and annual 
do l l a r  and loca l  currency operating costs  f o r  the  I n s t i t ~ t e ,  

Develop a scope of work f o r  multi-year contracts under h i c h  
Bat tbl le  would provide the principal source of management 
@dance and technical advice t o  the  Ina t i tu te ,  

Ascertain the  readiness and capabi l i ty  of the  ROKG t o  par t ic ipate  
i n  ~arrying out recomrmendatione made by t h i n  survey team. 



Battel le  was required t o  advise A I D  of the  determinations and recom- 
mendations of t h e i r  survey t e r n  i n  a comprehen~ive report  t o  be submitted 
no l a t e r  than December 15, 1965; and shor t ly  thereaf ter  t o  submit a proposal 
f o r  a long term conixact t o  provide services described i n  (d) above. 
Financing was provided under t h i s  cost-plus-fixed-fee contract i n  the amount 
of $50,000 f o r  ac tua l  costs, and $3,000 f o r  fee. I n  addition the ccntract 
provided f o r  reimburoement i n  loca l  currency f o r  costs incurred within Korea 
which had not been provided i n  the  form of l o g i s t i c  s.u,pport, 

The USOMfs respons ib i l i t ies  f o r  administration of t h i s  contract were 
delegated t o  the Industry and Ellgineeri Division (IED), and those of the 
ROKG t o  i t s  Economic Planning Board (EPB y . 
SCOPE OF AUDIT 

The purpose of our audit ,  performed during November 1966, was t o  (a) 
determine i f  the contractor had performed the services required by the 
contract, (b) review the adequacy and accuracy of time and attendance 
records f o r  tho contractor 's  persorael, and ( c )  review the propriety of 
loca l  currency expenditures. 

SUMMARY OF FINDINGS AND RECOMYE~~ATIONS 

Our review indicated tha t  the  contractor had sent a team of f i v e  man- 
agement a3d technical consultants t o  Korea f o r  intermit tent  periods between 
September and December, 1965, and had subsequently submitted a comprehensive 
report  on the determinations and recommend&ions of the team. We concluded, 
anr' the USOM contract representative agreed, t h a t  .the services rendered by 
the contractor had been satisfactory. We were urable, however, t o  review 
time and attendance records, and have recommended tha t  AIDD include a review 
of these records when an audit i s  made a t  the contractor 's  home office.  
Korean loca l  currency funds i n  the amount of %59,399 a r e  s t i l l  obligated 
f o r  t h i s  contract,  Since the contrsctor 's  personnel have l e f t  Korea, it, i s  
obvious t h a t  future loca l  currency expenditures w i l l  not be made; and we 
have recommended t h a t  IED i n i t i a t e  action t o  deobligate t h i s  balance. 

Prior t o  publication of this report, a d ra f t  copy was furnished t o  IED, 
which expressed concurrence with our finclings and recommendations. 



DETATLXD PINDTNCS AND RECOMMENDATIONS - 

CONTRACTOR ' S U , S 0 PERSONNEL 

A s  provided under t h e  contract, Bat tel le  uent a team of f i v e  U.S. 
management and technical consultanta t o  Korea fo r  a period to t a l ing  
approximately four and one-',~alf man months, The dates of t h e i r  a r r i v a l s  

* and departurcrs have been ver i f ied  t o  o f f i c i a l  records of the  ROKG, and 
a r e  shown on Schedule 1 of t h i s  report. 

We were informed tlhat t he  only time end attendance record kept f o r  
the  peraonnel of this team was a time report  each person i s  required t o  
submit t o  the  home of f ice  i n  Columbus, Ohio, We were, therefore, unable 
t o  determine i f  these personnel worked those hours required under the  
contract; and suggont t h a t  AID/W make t h i e  determination at  the time of 
t h e i r  review of the  homo o f f i ce  records of Bat tel le .  Since the  suhoquent 
contract between Battelle,  t he  ROKG, and AID i s  currently being implemented, 
we queried the  Chief of Party i f  time and attendance records were being 
kept loca l ly  f o r  the personnel assigned t o  this contract. We were informed 
tha t  t o  date the  procedure of submitting t h e  attendance record8 t o  the  
home of f ice  was being followed; but we were assurad t h a t  an attendance 
record would be maintained within Korea f o r  the  remaindsr of the contract. 

RECOMMENDATION NO, 1 

AID/W should include i n  i t 8  audi t  of the  contractor! e 
horns of f ice  a review of the  time, leave and attendance 
record8 of employees working on this contract t o  de- 
termine compliance with the  contractual provisione. 

EONTRACT EXPENDITURES 

The contract or ig ina l ly  provlded fo r  ma.ximm dol la r  coets of $53,000; 
however, the  USOW. determined i n  an intorim review of unliquidated obligations 
that the  maximum b i l l i ngs  under t h i s  contract would probably not exceed 
$46,265.78, and therefore reduced the obligatcsd amount of this contract t o  
t h a t  amount, Total b i l l i ngs  charged t o  this contract through the  date  of 
our audit  amount t o  $44,760.56 ($42,226.95 costs, $2,533.61 fee),  and cover 
the  period from the  inception of the contract through February, 1966. The 
USOH has been advised by AIDP tha t  the  remaining obligated balance of 
$1,505.22 had been b i l l e d  by the  contractor, but returned by AID/W fo r  
addi t ional  information, 



, h c a . l  Currency C ~ s t ~ e  

h c a l  currency i n  the amount of W, million was obligated t o  meet 
requirements f o r  of the  contractor ' s  personnel wii;hin Korea. 
Our review of expensee charged t o  t h i s  contract indicated t h a t  they were 
necessary and proper; and to ta led  W340,601. We noted t h a t  a charge of 
W3,610 fo r  a i r  t ransporta t ion within Korea by an AID/W employee had 
erroreously been charged t o  t h i s  contract;  and accordingly, have not i f ied  
the Budget and Accounting sect ion of the USOM Controller 's  d ivis ion (AD/c- 
BCGA) t o  correct  t h i s  error .  Since th io  contract has been completed, it is  
apparent t he  unused balance of the  l oca l  currency obligated f o r  t h i s  
contract  (W659,399) w i l l  not be needed and should be dcobligated. 

RECOMMENDATION NO, 2 

I X D  should i n i t i a t e  ac t ion  t o  deobligate t he  balance 
of the  l o c a l  currency funds provided f o r  this contract ,  

REPORTING RFQUIRE24ENTS AND PERFORMANCE 

As required under t he  contract ,  Ba t te l le  eubmitted a comprehensive 
f i n a l  report ,  dated December 15, 1965, replying t o  the  spec i f ic  goals of 
t h e  contract .  Their proposals f o r  a long term contract culminated i n  
contracts  between Bat te l le  and the  ROKG, and Battelle and A I D  t o  provide 
a permanent s t a f f  and short  term consultants t o  assist KIST i n  the  fur- 
therance of t h e i r  goals. 

The USOM contract representative s ta ted,  and our review confirmed, 
t h a t  t he  performance of the  contractor had been sa t i s fac tory ,  



BATTELU MEMORIAL INSTITUE 
Contract No. AID-fe-191t 

CONTRACTOR'S U,S. PERSONNEL IN KOREA 

Name 
-L- 

Position 

Edward. E. Slowter Vice President 

John L. Gray 

SCHEDULE 1 

Dates of 
Arrival Departure 

General Counsel 9/24/65 10/2/6 5 
10/'31/6 5 1~/5/6 5 

Dr. W i l l i a m  J. Harris, Jr. Aesistant to  the Director 9/23/65 10/2/65 
~ / 2 5 / 6 5  12/4/65 

Dr . Ha Dewayne Kreager Conatilkant i n  IndustriaJ. 9/28/65 10/9/65 
Economics 

D0naJ.d D. Evan8 Technical Advieor 9/23/65 12/4/63 
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