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UNITED STATES GOVERNMENT

Memorandum

TO: Dr. John R. Eriksson DATE: January 29, 1988
Director, USAI?/Thailand RIG/EA-88-9Y

\/; % r /. -
FROM:  Leo L.aflotie/Fr? .
Regional Inspéctor General for Audit

SUBJECT: Audit Report No. 2-493-88-04-N
Audit of Science and Technology Research Grants,
Project No. 398-0249

Attached is a copy of the final consolidation report on the subject
audit. Separate reports were issued on each grantee University to
provide USAID/Thailand with specific details needed to resolve the
consolidated recommendations shown below. Those report titles and
individual questioned cost amounts along with individual reports
identifying internal control problems are listed below.

The certified public accounting firm of Ernst & Whinney (Bangkok)
prepared the report dated September 15, 1987. The purpose of the
review was to determine whether project funds were being properly
accounted for in compliance with the terms of the grants and other
applicable A.I.D. policies and procedures, and to identify and
evaluate the accounting systems and internal controls of the funds.

A total) of nine institutions received A.I.D. grants amounting to
$2,772,646 under the Program Development and Support Project No.
398-0249 which was to enhance Science and Technology Development in
Thailand. An audit report for each institution was issued to set
out details for individual grants. The auditors performed
substantive and compliance tests on transactions totaling $1,318,335
or 89% of actual expenditures. Of this amount $491,679 1in costs
were questioned. The grantees were found to have complied with all
other material terms and conditions of the grant agreements
examined.

As a result, the following consolidated recommendations from Audit
Report Nos. 2-493-88-05-N through 2-493-88-13-N will be included in
the Inspector General's audit recommendation follow-up system.

Recommendation No. 1

We recommend that USAID/Thailand' resolve with the nine
institutions/grantees questioned costs in the amount of $491,679.

Recommendation No. 2

We recommend that USAID/Thailand assist the grantees correction of
internal control problems detailed within each grant report.

Please advise this office within 30 days of the actions planned or
taken to implement these recommendations.



Science and Technology Research Grants

Summary of Questioned Costs*

Audit Title

Research Grants for Prince of
Songkla University

Research Grants for Kasetsart
University

Research Grants for Chiangmai
University

Research Grant for Malaria Center
Region 2, Chiangmai, Dept. of
Communicable Disease Control,
Ministry of Public Health

Research Grants for King Mongkut's
Institute of Technology

Research Grant for Asian Institute
of Technology

Research Grant for Department of
Agriculture

Research Grants for Mahidol
University

Research Grants for Khon Kaen
University

* All reports contain internal control recommendations.

Audit
Report Number

Questioned

2-493-88-05~N

2-493-88-06~N

2-493-88-07-N

2-493-88-08-N

2-493-88-09-N

2-493-88-10-N

2-493-88-11-N

2-493-88~12~N

2-493-88-13-N

Costs
$ 36,216
106,456

120,591

6,107
20,777
23,602
19,997

140,244

17,689

§49l!679



Ernst & Whinney

PREPARED FOR

PREPARED BY

SCIENTIFIC RESEARCH GRANTEE INSTITUTIONS

IN THAILAND

REGIONAL INSPECTOR GENERAL/AUDIT/MANILA

ERNST & WHINNEY (BANGKOK)

’



El.llsl (& Wl] il]l]cy gl‘l’:{t?c;t?gﬁl:gi':xg, 9th Floor,

132 Witeless Road, Bangkok 10500, Thalland.

Telephone: 2500233-7

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

15th September, 1987 {formerly Turquand Youngs & Co.)

Mr. Leo L. La Motte,

Regional Inepector General/Audit,
Agency for International Development,
Ramon Mapgsaysay Center,

1680 Roxas Blvd., Manila 2801,
PUILLIPPINES.

Dear Sir,

RESEARCH GRANTEE INSTITUTIONS -~ SCIENCE AND TECHNOLOGY
CONSOL1DATION REPORT

We have completed our examination of the systems and controls with respect
to the above captioned in accordance with the contract no. 398-0249-C-00-
6048-00 dated 19th June, 1986 as per amendment no. 1 and 2 and present
herewith our findings and recommendations.

The matters dealt with in this report are based on the information and
documents provided to us aud therefore our comments cannot be expected to

be exhaustive and to include all possible weaknesses on the systems of
accounting and internal control.

Should you reruire further clarification on the report or additional
information to be added to, please feel free to contact us.

Yours faithfully,

o, o
{’.'\"’"W"/\ L{J'L‘ﬁ-‘\—-—%"

Encl.
RT: jk
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l.

INTRODUCTION

This

internal control of

the scientific research grantee

report provides the results of our review of accounting svstem

and

institutions in

Thailand, under the contract of which the contents are summarised as

follow :

INSTITUTION/GRANT MO,

1. Prince of Songkla

1.1 936-5542-G-00-5032-00

1.2 936-5542-1-00-6054-00

2. Kasetsart Unlversity (KU)

2.1 936-5542
2.2 936-5542-G-00-5057-C0
2.3 936-5542-G-00-3058-00

Univeraity {PSU)

PROJECT
PROJECT QUILINE PERIOD
Natural Insecticides 4/4/85-
for Spodoptera Litura 31/10/38
Fabr.
Biotechnolougy 27/6/86-
Application for 31/12/89

Characterization and

Seluection of Batter

tielding Rubber Clones

22,5784~
31/5/87

Utilization of
Cassava and Cassava
Waste through

Fermentation Technology

10/6/85-

and Germplasm Exchange 31/10,87

In Vitro Conservation

of Bamboo

llybridization of 8/3/85-
llalotolerant teast for 30/11/88
the Froduction of

Alcchol Fuels

BUDGETED
AMOUNT
(UsS)

150,900

150,000

144,000

150,000

150,000
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3. Chiang Mai University (CMU)

3.1 936-5542-G-00-5044-00 Development of an 22/4/85-
Ilmﬁﬁnoperoxidage Test }0/11/87
for Early Diagnosis
of Acute Reactional
States in Leprosy

Patients

3.2 936-5542-G-00-5056-00 Evaluation in Vitro  10/6/85-

of Interleukin 1 31/10/87
(iL-1) and |
Interleukin 2 (IL-2)

as Possible Immuno-

therapeutic Agents in

Leprosy

4. Ministry of Public liealth,

Malaria Center Regisn 2 (MC)

4.1 936-5542-G-55-3035-90. Ccmparison of Iwo in 20/6/83-
Vitro Techniques 31/12/85
for Culture of

Plasmodium Falciparum

2. King Mongkut's Institute
of Technology (KMIT)

5.1 936-5542-G-55-3036-00 Soil Salinity Control 20/6/83-
for the Growth of 31/10/87
Plants which can Serve

as Energy Source

(%)

936-5542-G-00-6050-00 Improved Producer Gas 16/6/36-
Cleaning System 31/12/38

s

107,400

150,000

60,100

150,000

83,050
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6. Khon Kaen University (KKU)

6.1 936-5542-G-00-6026-00 Collection and
Utiiization of

Tamarinds Germplasm

6.2 936-5542-G-00-6044-00 Development of
Methodologies for

Cowpea [lissue Culcure

6.3 936-5544-G-00-5086-00 Cashew Nut Compact
Slzed Sheller

7. Asian Institute of Technology (AIT)

7.1 936-5542 Heat Sterllizatlou and
Accelerated Drying of
High Moisture Rice

for Safe Storage

8. Department of Agriculture (DOA)

8.1 936-5542-6¢35-3038-00 The vola of YA
Mycorritlzae in the
Phosphorus Nutrition
of Economic Laguminous

Crops In Thalland

7/5/86-
31/12/89

21/5/86-
31/12/89

10/9/85-
30/11/88

10/5/84-
31/12/87

13/10/83-
Ju/e/8i

150,000

137,785

149,500

150,000

160,000

2\

g
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flahidol University (MU)

9.1,

9.2

0
w

936-5542

(pr. Suchart U.)

936-5542
(Dr. Somsak P.)

936-5542-3-00-35058-00
936-5542-G-00-5078-00

936-5542-6-00-507%-00

Bidfogical Control of
Schistosomiasis
Transmitting Snails

in Southeast Asia

Improve of Bacterial
Agents for Control of

Mosquito Vectors

Fiber Farming through
Weeding Utillizatfon

Antigenic Diversity

of 'Plasmodium Vivax

Development of Immuno-
diagnosis and
Improvement of
Immunotherapy oE Snake

Venom Poisoning

5/3/84-
30/9/87

17/5/84-
30/9/87

10/6/85-

31/10/83

8/8/85-
30/11/88

/8/85-
50/11/388

150,000

149,930

131,500

150,000

2,772,646

SmEsmooomoes
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- 5 .
RESULT OF AUDIT :
Fund Actual
_ Received Spending ‘, Questioned
Institution to date Reported Amount Verified Cost
uss uss  uss nouss
l. Prince cf Songkla ,
University 115,047 114,887 110,655 26 36,216
2. Kasetsart University 291,249 290,060 231,288 80 106,456
3. Chiang iai University 217,606 203,934 180,053 88 120,591
4. Ministry of Public ' '
Health, Malaria Center
Region 2 55,373 55,373 46,472 84 6,107
5. King ilongkut's Institute
of Technology 146,289 134,706 112,433 83 20,777
6. ihon Kaen University 145,919.. 130,089 113,359 87 17,639
7. Asian Institute |
of Techuology 30,261 50,102 47,903 9% 23,602
8. Department of
Agric:lture 97,264 58,005 87,995 2% 12,997
9. Mahidol Universlty 386,133 407,301 397,977 967 ey, 2by
1,485,141 1,484,957 1,318,335 89 a%l, 672
REMARK The above tabulation is based on the exchange ratevoflUSS i = Raht

26 which had been adopted in translating Baht figures to U.S.

dollars.

For questioned cost, details are set out in indlvidual graat

reports in Baht value.

\(\LL‘
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INITIAL DISCUSSION

Initial discussion with the Principal [uvestigators/the Co-investigators,
the field work in respect of evaluﬁfing, tesgihg the systems of internal
control, repo <d expenditures and compliancé thereto with terms of grant
agreement and final discussion on findiﬁgs with the Principal
Investigators/the Co-investigators were conducted during 3lst March, 1987

to 25th June, 1987.

ADMINISTRATION OF GRANTS

by the instftution, the Principal

Tie grants are adinlulsiered
Investigator or a combination/jointly as categorised on an institution

basis by the following :

Principal Combination¥*
Institution Investigator /Jointly
1. Prince of Songkla
University /
2. Kasetsart University -
3. Chiang Matl
University
4, Ministry of Public
Health, Malaria
Center Region 2
5. King Mongkut's
Institute /
of Technology
6. Khon Kaen
University /
7. Asian Institute
of Technology /
8. Department of
Agriculture /
9. Mahidol University /

(* The functions of the combination/jointly are summarised, on an entity

baais, in Appendix [ and Appendix [T.)
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AUDIT

At

auditor of the

Department of

the time

Technical

of this exercise no audit is carried out by the

research grantee institution or

internal

internal auditor of

and Economic Cooperation and Office of the

Auditor General of Thailand except for the following grants

INSTITUTION/GRANT NO.

L.

Kasetsart University

1.1 936-5542

AUDITED BY

Internal auditor

of the University

RESULTL

Report was issued on

7th April, 1986 with

respect ro lack of
control over petty
cash fund and no
recording of fixed
assets of Baht
22,490 in the fixed
asseLs register.
However, these are

now implemented.
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2.

1.2 936-33&2~G—00—5057~00 Internal awditor

of the University

Chiang Mai Universfity

2.1 936-5542-G-00-5056-00 Internal auditor
nf Department of
Technical and
Econumic

Cooperation

RPajern lssie. tor
the perive o acgus:
1985 to January 14Y86
reported ''No finding
except for the
project's assets,

register should be

prepared and a copy

submitted (o
Horticulture
Department and

inspection of assets

)

against registar is
to be carried out

subsequently'.

[

However Lhi
recommnendation Ls

now Lmplemented.

An audic raport
issued ch Qth
Januar, . 2987

reporived o lixed

assels TegL3Ler aor

tag NUNBer s are
assigned to fixed
assets. The

register should be
prepared separately
from the faculty's
assets and a copy
submitted tec
Department ot
Technical and
Economic
Cooperation'". At
the time of thig
exercise, the
recommendat:on is

nainn imploemented.


http:report.2d
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King Hongkut's Institute

of Technology

3.1 926-~5542-G-55-3036-00 Office cf the
Auditor General

of Thailand

Asian Institute of Technology

4.1 936-5542 External Certified

Public Accountant

Project documents
and records are
periodically
submitted to 9Office
of the Auditor
General of fhailand
for auditing. Jdo
audit report has

been received up to

the time of this
exercise.
Unqualified cpinion
was axpressed for
the past three
years.

\
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1

SCOPE OF WORK

The objective of the exercise is to review financial and internal concrol
svstems. Specifically, under the terms of the engagement this

erncompasses

5.1 Hold 1initial discussion with research graniee institution and
principal investigators concerning systems review and audit work to
be performed.

5.2 Examine the accounting systems and internal controls of tha

research grantee institution and the principal investigators.

(1]

«d Ascertain the propriety of procedures used by the grantee to
authorize and biil USAID for expenditures under the grant.

Examine a representative sample of expenditures reimbursed by USAID

w
.
£

as to their compliance with USAID requirements.

5.5 Ascertain whether the grantee had completed with the terms of the
grant.

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

improvement.

The examination was conducted In accordance with generaliy accepted
government auditing standards appropriate to the scope of audit as

described below.

The scope of audit encompassed an examination of research grantee
institution/principal investigators' financial operating procedures,
financial transactions, accounts and reports and included such tests of
these racords and such othar auditing procedures as were necessarv in the
circumstances. Vur  audit does not include coverage of the economy and
efficiency of operations, nor do we Attempt to assess the results of the

contract performance.

Receipts and disbursements were documented and reviewed. Compliance and

substantive tests were carried out.
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FINANCIAL STATEMENTS

We have examined the Status Of Funds/And Request For Funds of the
Scientific Research Grantee Institutions in Thailand for the grants and

the periods as set out in section 1 of this report.

Our examination was made in accordance with generally accepted avditing
standards and the financial and compliance elements of the Standards for
Auditing of Governmental Organisations, Program, Activities and
Functions, issued vy the U.S. Comptroller General in 1981, and
accordingly 1included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances,

except as set forth in the following paragraph.

We have not received the detailed budget of the Grant no. Y36-3542-G-S§-
3036~00 of King Mongkut's Institute of Technology in order tc ascertain
whether thg disbursements of US$ 124,031 up to 31st tlarch, 1987 relate to
the grant or not. Furthermore, as mentioned in the section 5 of this
report, our scope of work does not include coverage of the economy and
efficiency of operations, nor do we attempt Lo assces the results of the

contract performance.

The Status Of Funds/And Request For Funds includes costs in the amounc of
US dollars 491,679 as set out in section 1 of this report which we have
questioned for the adequacy of supporting documentation and for

disallowance under the terms of grant agreements.
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Since the amcunt as set out in paragraph 3 of this section is
significant, we thus at this stage cannot express our opinion to the
disbursements of Grant no. 936-5542-G-55-3036-00 of King iongkut's
Institute of Technology in respect of 1{its relation to the grant

objectiva,

In our opinion, subject to the effects of such adjustments, if any, as
might have been required had the ultimate resolution of the allowability
of the questioned costs contained in the Status Of Funds/And Request For
Funds been known, the Status Of Funds/And Request For Funds of the
Scientific Research Grantee Institutions in Thailand for the grants and
the periods as set out in section 1 present fairly the expenditures, in

conformity with generally accepted accounting principles.

This report is intended solely for the use of the Agency for

International Development and should not be used for any other purposes.
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COMPLIANCE MATTERS

We have examined the Status Of Funds/And Request For Funds of the
Scientific Research Grantee Institutions in Thailand for the grants and

the periods as set out in section'l of this reporﬁi

Our exanination was made i{n accordance with generally accepted 'auditing
standards; the provisions of Standérds for Audit of Governmental
Organisations, Programs, Activities and Functf&ns, promulgated by the
U.S. Comptroller General, as they pertéin to financial and compliance
audita; the Guideline: for rinzncial and'Compliaﬁce Audits cof AID
Financed Agreeinents and accordingly included such tests of the accounting
records and such other auditing procedures as we considered necessary in

the circumstances.

In connection with our examination, we found that for the gran:' items

tested, the Scientific Research Grantee Institutions in Thailand complied

with the material terms and conditions of the terms of grant agreement,

except as stated in the Individual grant reports.

As for the transactlions not tested, based on our examination and “the
procedures referred to above, nothing camewto dur attention to Indicate
that the Scientific Research Grantee Institutions had not complied with

the material terms and conditions of the terms of grant agreement.
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8.

- W -
STUDY AND EVALUATION OF INTERNAL ACCOUNTING CONTROL

The management. of the research grantee institutions is responsible for
establishing and maintaining 4 system of internal éccounting control. In
fulfilling this reaponstbiliﬁy. estimates and judgements by the research
arantee lnstitutions are required to assess the expected benerits and
related costs of control proceduras. The objectives of a system ave to
provide management with reasonable, but not absolute, assurance that
assets are safeguarded against loss from unauthorised use or disposition
and  thzt trancacvions  are executed In  accordance with the research
grantee 1institutict's authorizetion and recorded properly to permit the
preparation of the Status Of Funds/And Request For Funds in accordance
with the accounting practices prescribed by OMB Circular A-122, Cost
Principles for Nonprofit Institutions and/or the terms and conditions of
the grant agreéments. Because of inherent limitations in any system of
internal .accounting control, errors or irregularities may nevertheless

occur and not be detected.

Oour study and evaluation revealed weaknesses in the systems of intcrnal
control to which the weaknesses and recommendations are addressed in this
section. The matters as addressed came to our notice during the conduct
of financial and compliance audit which are designed primarilv with a
view tn the expression of opinion on the accounts and compliance with the
terms and conditione of the grant agreements and our ccmments cannot be
expected to include all possible weaknesses in the systems of accounting
and internal control. Accordingly, we do not express an opinion on the
system of Internal accounting control of the Scientific Research Grantee
Institurions in Thailand tak.n as a whole. However our study and
evaluation disclosed no condition that we believe to be a material

veakness.
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Findings and vecommendations resulting from study and evaluation of

internal accounting control have been set out in the individual grant

reports of which the significant areas are summarised as follow :-

8.1

8.2

ADMINLSTRATION OF GRANT FUNDS

FINDING

Some functions of administration of grant Ffunds are by the

principal investigators except for Malaria Center Region 2.

RECOMMENDATION

In order to promote the efficlency and effectiveness of research
undertaken by the principal investigators (ie : to allow greater
time to be devoted to research work), all administration functions
could be performed by the institutions. Similarly, the
institutions may be 1in a better position to administer due to
administrative staif complement who are technically competent In

administration.

SEGREGATJON OF DUTIES

FINDING

There are inadequate segregation of duties in some grants, of which
execution, authorisation, cuatody and recording functions are
veoted solely with one person.

RECOMMENDATION

It is recommended that the functions of execution, authorisation,

custody and recording be segregated from each other in order to

strengthen control over the project Ffund.

1
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8.3

8.4

BANK RECONCILIATION
FINDING

Reconciliation of cash balances in cagh book of the project and

bank statement is not made for some grants.

RECOMMENDATION

Such reconciliation ahcnld be prepared and documented on a monthly
basis and submitted to a higher responsible official for review and
be {nitialled as evidence of reviewing.

PAYMENT SYSTEM

FINDING

From the review of payment system revealed the following weaknesses

in some grants :-
8.4.1 No evidence of receiving of goods and services are
available ln certain cases, such that there is no proof as

to the receipt of benefirts.

B8.4.2 In  certain cases there are insufficient documentary

evidence as to the receipt of payment by suppliers.

AN
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8.5

RECOMMENDAT ION

In order to substantiate receipts of benefits aﬁd payments the

following are recommended :

(1) Receiving reports or acknowledgement on delivery order be

prepared.

(ii) Third party evidence (i.e. official receipt) containing
details of neme or trade-name and lccation of the entity
issuing the rcceipe, date, amount, kind, description,

quantity and price of goods be obtained.

Should this not be feasible (e.g. payment to individual),
photocopy of 1identification card including signatory cf

recipient be obtained.
DISBURSEMENT - TERIS OF GRANT AGREEMENT

FINDING

Some disbursements are not in accordance with the terms of grant
agreement and disallowable costs are made without prior written

approval [rom USAID.
RECOMMENDAT 1ON

It is recommended that disbursement not in accordance with the
terms of grant agreement and disallowable costs should be made

against prior written approval from USAID.
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8.6

8.7

PROJECT ADMINISTRATION UNIT
FINDING

At the time of the exercise, USAID does not have a "project
administration unit” which provides advise and assistance to
grantees on maiters pertaining to administration, accounting and

compliance with terms.of grant agreement.
RECCMMENDATION

A project administration unit should be established with the
function of advising and reviewing grantees' administration,
accounting and compliance matters in order to identify and minimise

problems related to the aforementioned areas.
WRITTEN GUIDANCE
FINDING

The grant standard provision defines reasonable/allocatle/allowable
costs and makes references to OMD Circular A-122. Such information
should be supplemented by a more detailed written guidance which
are more comprehensive (eg : need for time sheets, evidence as to
receipt of benefits) in order to engure that adequate
accounting/administrative systems are maintained and transactions

are in compliance with the standard provision.
RECOMMENDATION

As indicated above.

7.

v/
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King Mongkut's

2rince ot Songkla Kasetsart Inciitute of Khon Kaen  Asiaw institute Depucrtment of Mahidol &*
Unive-sity University lechnology University of ‘rtechuology _Agicultura Universlity
u. Pi Y. Pl Iase. B M. 2L Imae. Pl Depe.  PL U _EL
keceiving of fund / / ! / ' / /
Custody ot project fund / / / / /
Procurement of gcods over net over overt not over
and secvices ! ¥ 20,0c0 ¥ 20,000 / x / / £ 20,000 § 20,000
Receliving of goods
and services f / / / / /
Disbursezent authorization / / / / / /
Staft recrul ument / / / / / /
Recocrding cf books
of account / / / / / /
Financial report ! / / / . / /
Custody af books
of uccount / / / / / /
Physizai coatrol / / / / / /
Manageaent control |/ reviaw of review of ceview of ravicw of ceview of
operating oparating operating oper..ting operating
performance performance performance parformance pecformance

% for KMIT Thonburi{ Campus, the procuruiment of gooda/services for amount not greater than baht 5,000 ls made by the Principal Investiyator.

#% See Appendix [}

Kowuypyp 2% s8Iy
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MAHIDOL UNIVERSITY

founuyyp % IsUIY

Dr. Suchart U. Dr. Somsak P. Dr. Thanakorn U. Dr. Srisin K. Dr. Kavi R.
Recelving of fund / / / / /
Custody of project fund / / / / /
Procurement of goads
and services / / / / /
Receiving of goods |
and services / / : / / /
Disbirsement authorization / / / ) /
Staff recruitment / / : / ! , /
Recording of books ) )
of account / / / /
Finaacial report ! /- / / /
Custody of books
of account _ / : " / / : : / /
Physical control / / / /
Mar gsement control review of raview of review of review of
operating operating operating operating
per formance performance per formance per formance



Distribytion List
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