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UNITED STATES GOVERNMENT 

Memorandum
 
TO: 
 Dr. John R. Eriksson 
 DATE: January 29, 1988
Director, USAID/Thailand 
 RIG/EA-88-104
 

FROM: Leo L.;aMott
 
Regional Inspector General for Audit
 

SUBJECT: Audit Report No. 
2-493-88-09-N

Audit of the Research 
Grants for King Mongkut's Institute
of Technology, Project No. 398-0249
 

Attached is 
a copy of the final report on the subject audit.
certified The
public accounting

prepared the report 

firm of Ernst & Whinney (Bangkok)
dated August 26, 1987. The
review purpose of
was the
to determine 
 whether project funds were 
being properly
accounted for in compliance with the terms
applicable A.I.D. 
of the grant and other
policies and 
 procedures 
and to identify and
evaluate the accounting systems and internal controls of the funds.
 

King Mongkut's Institute 
 of Technology 
was the recipient
A.I.D. grants totaling $233,050 of two

under 
 the Program Development and
Support Project No. 
 398-0249 
 which was to enhance
technology development in Thailand. science and
The first
$150,000 grant amounting to
for the period


for research on 
June 20, 1983 to October 31, 1987 provided
"Soil Salinity Control
which can serve for the Growth of Plants
as 
 Energy Source."


the period June 16, 
A second grant of $83,050 for
1986 to December 31, 1988 
 focuses on "Improved
Producer Gas Cleaning System."
 

The auditors performed substantive 
 and compliance tests
transactions totaling $112,433 on
 or 83% of 
 actual expenditures.
this amount, $20,777 Of
in costs were questioned. The grantee was
found to have complied with all other material 
 terms 
 arid conditions
of the grant agreement examined.
 

This report recommends 
 that USAID/Thailand 
resolve with
Mongkut's Institute of Technology questioned costs in 
King
 

$20,777, and that the amount of
USAID/Thailand

internal assist the University to resolve
control problems identified 

recommendations however will 

in this report. These
 
not be sepnrately
Inspector General's included in the
audit recommendation follow-up system by mutual
agreement 
 of USAID/Thailand 
and RIG/A/Manila.
recommendations Instead, these
are consolidated into Audit Report No.
entitled "Audit of Science and 

2-493-88-04-N
 
Technology Research Grants, 
 Project
No. 398-0249." 


P
 



G.P.O. Box 1047Ernst &Whinney Sintlhon Building, 91h Floor,132 Wirelss Rlond, Pngkok 10500, Thiland. 

Telephono: 2'00233.7 
Cnblc: FRNSTAUDIT BANGKOK 
Telex: 87661 ERNST TH 
FAX: (60) 2-250147926th August, 1987 
 (formerly Turquand Youngs 4 Co.) 

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

Dear Sir,
 

KING MONGKUT'S INSTITUTE OF TECHNOLOGY
 
- Grant No. 936-5542-G-SS-3036-00
 
- Grant No. 936-5542-G-00-6050-00
 

We have completed our '=xarination of the systemn and :ontrols with respectto the above captioned tn accordance with the contract 
no. 398-0249-C-00­6048-00 dated 
 19th June, 1986 as per amendment no. 
 I and 2 and present

herewith our 
findings and recommendations.
 

The matlrj dealt WiLi1 in this report a,.'e !-h1.:".basto 'i information and
documents prcvided to 
i-; ard therefore our commani. cin;-ot be expected tobe exhaustive and 
 to iniclude all possible weaknesse on the systems of
accounting and internal control.
 

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

Yours faithfully,
 

Encl.
 
RI:jk
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1. INTRODUCTION
 

This report provides the results of our review of accounting system and
 

internal control under the contract of which the contents are
 

summarised as follow :
 

GRANTEE 	 The Royal Thai Government acting through the Department
 

of Technical and Economic Cooperation. King flongkut's
 

Institute of Technology will act on behalf of the
 

Department of Technical and Economic Cooperation
 

concerning the administration of the grant.
 

GRANT 	 The grants included in the exercise are summarised as
 

follow
 

Budgeted
 

Project Project Amount
 

Grant No. Outline Period US$
 

936-5542-G-SS-3036-00 Soil Salinity 20/6/83- 150,000
 

Control for 31/10/87
 

the Growth
 

of Plants
 

which can
 

Serve as
 

Energy Source.
 

936-5542-G-00-6050-00 Improved 16/6/86- 83,050
 

Producer Gas 31/12/88
 

Cleaning System.
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RESULT OF AUDIT
 

Fund Actual 

Date of Received Spending Questioned 

Grant No. Report to date Reported Amount Verified Coat 

US$ us$ US$ % US$ 

936-5542-G-SS-3036-00 31/3/87 124,639 124,031 101,758 82 18,536
 

936-5542-G-00-6050-00 28/2/87 21,650 10,675 10,675 100 2,241
 

146,289 134,706 112,433 83 20,777
 

REMARK The above tabulation is based on the exchange rate of
 

US I = Baht 26 which had been adopted in translating Baht
 

figures to U.S. dollars except for disbursement of Technical
 

Assistance of US$ 11,400 for Grant no. 936-5542-G-SS-3036-00
 

which were directly paid by AID, the exchange rate at the
 

prevailing date was adopted.
 

For questioned costs, details are set out in individual grant
 

reports in Baht value as follow
 

Grant Number Appendix 

936-5542-G-SS-3036-00 I 

936-5542-(;-00-6050-00 II 

2. INITIAL DISCUSSION 

Initial discussion with the principal investigators, the field work in 

respect of evaluating, testing the systems of internal control, reported 

expenditure aad compliance thereto with terms of grant agreement and 

final discussion on findings with the principal investigators wece 

conducted during 22nd April, 1987 to 11th June, 1987. 
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3. ADMINISTRATION OF GRANT 

3.1 For Grant no. 936-5542-G-SS-3036-00
 

King Mongkut's Institute
 

of Technology Principal Investigator
 

- Receiving of
 

fund
 

- Custody of
 

project
 

fund
 

- Procurement
 

of goods
 

and services
 

- Receiving of
 

goods and
 

services
 

- Disbursement 

authorization /
 

- Staff recruitment /
 
- Recording of
 

books of
 

account
 

- Financial report
 

- Custody of books
 

of account
 

- Physical control 

- Management
 

control review of operating
 

performance 
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3.2 For Grant no. 936-5542-G-00-6050-00 

King Mongkut's
 

Institute of Technology Principal Investigator
 

- Receiving of
 

fund
 

- Custody of
 

project
 

fund /
 

- Procurement of for payment greater for payment not
 

goods and than Baht 5,000 greater than Baht
 

services 5,000
 

- Receiving of
 

goods and
 

services
 

- Disbursement
 

authorization I
 
- Staff recruitment I
 
- Recording of
 

books of 

account I 
- Financial report / 
- Custody of
 

books of
 

account
 

- Physical control
 

- Management
 

control 	 review of operating
 

performance
 

4. AUDIT
 

At the time of this exercise no audit had been conducted by the 

internal auditor of King Mongkut's Institute of Technology or 

Department of Technical and Economic Cooperation and Office of the 

Auditor General of Thailand except fnr Grant no. 936-5542-G-SS-3036-00 

of which project documents and records are periodically submitted to 

Office of the Auditor General of Thailand for auditing. No audit 

report has been received from the Office of the Auditor General of 

Thai land. 
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5. SCOPE OF WORK
 

The objective of the exercise is to review finiancia, and internal 

control systems established by the research grantee institution and the 

principal investigators. Specifically, under the terms of the 

engagement this encompasses : 

5.1 	 Hold initial discussion with research grantee institution and
 

principal investigators concerning systems review and audic work
 

to be performed.
 

5.2 	 Examine the accounting systems and internal controls of the 

research grantee institution and the principal investigators. 

5.3 	 Ascertain the propriety of procedures used by the grantee to
 

authorize and bill USAID for expenditures under the grant.
 

5.4 	 Examine a representative eample of expenditures reimbursed 
by
 

USAID as to their compliance with USAID requirements.
 

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

grant.
 

5.6 	 Prepare an audit report for RIG/A/MANILA which include an outline
 

of specific deficiencies as well as any recommendations for
 

improveinent. 

The 	 examination was conducted in accordance with generally accepted
 

governmit auditing standards appropriate to tht scope of audit as
 

described be Low. 

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 records and such other auditing procedures as were necessary in
 

the circumstances. Our audit does not include coverage of the economy
 

and efficiency of Gperations, nor do vwe attempt to asss the results 

of the contr t'ct performance. 

Receipt n disbursumemti documented and reviewed. Complianceeid were 


and substantive tests were carried out.
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6. FINANCIAL STATEMENTS
 

We have examined the Status Of Funds/And Request For Funds of King 

Mongkut's Institute of Technology for the grants and the periods as set 

out in section I of this report. 

Our examination was made in accordance with generally accepted auditing
 

standards and the financial and compliance elements of the Standards
 

for Auditing of Governmental Organisations, Program, Activities and
 

Functions, issued by the U.S. Comptroller General in 1981, and
 

accordingly included such tests of the accounting records and such
 

other auditing procedures as we considered necessary in 
 the
 

circumstances, except as 
set forth in the following paragraph.
 

We have itot received the detailed budget of 
the Grant no. 936-5542-G­

SS-3036-00 
 in order to ascertain whether the disbursements of US$ 

124,031 , to 31st March, 1987 :.elate to the grant or not.
 

Furthe..,e, as meiitioned in the section 5 of this report, our scope of 

work dG riaoL include coverage of the economy and efficiency of
 

operaLi-.-, nou: dc we attempt to assess the results of the contract 

performanc . 

The Statis Of Funds/And Request For Funds includes costs in the amount
 

of US dollars 2,241 for Grant no. 936-5542-G-00-6050-00 as set out in
 

section I of this report which we have questioned for the adequacy of
 

supporting documentation and iur disallowance under the 
terms of grant
 

agreements. 
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Since the amounts a Set out in paragraph 3 of this section is 

significant, we tuIIs at this stage cannot express our opinion to the 

disbursemeoLs of Grant no. 936-5542-G-SS-3036-00 in respect of its 

relation to the grant objective. 

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

might have been required had the ultimate resolution of the 

allowibility 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 King Mongkut's Institute of Technology for Grant no. 936­

5542-G-00-6050-00 and the periods as set out in paragraph 4 of this 

section preLents fairly the expenditures, in conformity with generally 

accepted ac.ounting principles. 

This LepurL is il.ended solely for the use of the Agency for 

Internationil 0e'!elopment and should not be used for any other 

purr., . 
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7. COMPLIACE 14ATTERS
 

We have examined the Status Of Funds/And Request for Funds of King
 

Mongkut's Institute of Technology for the grants and the periods as set
 

out in section I of this report.
 

Our examination was made in accordance with generally accepted auditing
 

standards; the provisions of Standards for Audit of Governmental
 

Organisations, Programs, Activities and Functions, promulgated by the
 

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

audits; the Guidelines for Financial and Compliance Audits of AID
 

Financed Agreements and accordingly included such tests of the
 

accounting records and such other auditing procedures as we considered
 

necessary in the circumstances.
 

In connection with our examination, we found that for the grant items 

tested, rLig Institute complied with theWoii!ut's of Technology 

mater Ia. Lcrmo and conditions of the terms of grant agreement, except 

as stated below in the individual grant reports as follow
 

Grant Nu ib..r Appendix 

936-5542-G-SS-3036-00 I 

II
936-5542-G-00-6050-00 


As for the transactions not tested, based on our examination and the
 

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

King Hongkut's Institute of Technology had no complied with the
 

material terms and conditions of the terms of grant agreement.
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8. STUDY AND EVALUATION OF INTERNAL ACCOUNTING CONTROL
 

The management of the research grantee institution is responsible for 

establishing arid maintaining a system of internal accounting control. 

In fulfilling this responsibility, estimates arid judgements by the 

research grantee institution are required to assess the expected 

benefits and related costs of control procedures. The objectives of a 

system are tc provide management with reasonable, but not absolute, 

assuiance that assets are safeguarded against loss from unauthorised 

use or disp(osition and that transactions are executed in accordance 

with the research grantee instI.ution's authorization and recorded 

properly to permit the preparation of the Status Of Funds/And Request
 

For Funds in accordance with the acccinting practices prescribed by OMB
 

Circular A-122, Cost Prlnciples for Nonprofit Institutions and/or the
 

terms and conditi ,n of the grant agreements. Because of inherent 

limitations in z:ciy syst2im of internal accounting control, errors or 

irregularities may nevertheless occur and not be detected.
 

Our study arid eva]l ticn revealed weakneb8es in the systems of internal 

control to \,hir Lhc. WCaknesses and reco;urnendations are addressed in 

this sectioa. ihc matters as addressed came to our notice during the 

conducL of fLrncuai.l-. and compliance audit ;ihich are designed primarily 

with a !/- ti. re s on of :pinion on the accounts and complia.nce 

with the tri.S ald conditions of the grant agreements and our comments 

cannot ,-:xuct(e, to include all possible weaknesses in the systems of 

accountmwird,, arndiuiai control. Acordingly, we do not express an 

opinion an the system of internal accounting control of King Mongkut's 

Institute of Technology and principal investigators taken as a whole. 

However ouc study and evaluation disclosed no condition that we believe 

to be a material weakness. 
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Findings and recommendations resulting from study and evaluation of
 

internal accounting control are as follow
 

8.1 ADIiNISJlkATiON OF GRANT FUNDS 

Findin g 

Administration of grant funds are by the principal investigators
 

except for the areas as set out in section 3.
 

RecL;fnIecndaLJu 8.1 

In order to promote the efficiency and effectiveness of research 

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

time to be devoted to research work) administration could be 

perfurwied by King 'I-ongkut's Institute of Technology. Similarly, 

the Insitilute may be in a better position to administer due to
 

admivistrative staff complement who are technically competent in 
admiri is t ration. 

8.2 bl:.gbiLrI TERMS OF GRANT AGREEMENT 

Finding
 

For the two grants included in the exercise disbursements not in
 

accordance with the terms of grant agreement and disallowable
 

cost are made without prior written approval from USAID.
 

Recommendation 8.2 

It i. recomirianded that disbursement not in aqcordance with the 

teLI-2 Of gaet agreement and disallowable cost should be made 

agaiistL priol written approval from USAID. 
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8.3 	 FIXED ASSETS
 

Finiding
 

For 	 the two grants included in the exercise 
no fixed assets
 

register nor tag numbers are assigned to fixed assets of the
 

.projects.
 

Recommendation 8.3
 

In order to provide a sound control over fixed assets,
 
acquisition date, 
 value, location, tag number be maintained and
 

kept up to date. Tag numbers should be affixed to assets to
 
facilitate identLfication and inspection of assets 
 against
 

register is to be carried out annually.
 

8.4 	 PAYMENT - SUPPORTING DOCUMENTS
 

Finding 

W h.zi refercnce to Grant no. 936-5542-G-SS-3036-00, in certain 
cases there are insufficient documentary evidence as to the
 

receipt of payment by supplier. 

Recoimendation 8.4 

In -)tier Lo Substantiate payments the followings are
 

recoimended :
 

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

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

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

quantity and price of goods be obtained.
 

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

photocopy of identification card including signatory of
 
recipient be obtained.
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8.5 TIME RECORD
 

Finding/Recommendation 8.5
 

With reference to Grant No. 936-5542-G-00-6050-00 in order to
 

comply with the terms of grant agreement, time record should be
 

prepared to document the time actually devoted to the project by
 

each person.
 

8.6 FINANCIAL REPORTS
 

Finding/Recommendation 8.6
 

With reference to Grant no. financial936-5542-G-SS-3036-00 

reports should be submitted on a timely basis to USAID. (ie. 

quarterly). 
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RESEARCH GRANT
 

KING MONGKUT'S INSTITUTE OF TECHNOLOGY
 

NORTH BANGKOK CAMPUS
 

GRANT NO. 936-5542-G-SS-3036-00
 

SOIL SALINITY CONTROL FOR THE GROWTH OF PLANTS
 

WHICH CAll SERVE AS ENERGY SOURCE
 

PREPARED FOR REGIONAL INSPECTOR GENERAL/AUDIT/MANILA
 

PREPARED BY ERNST & WHIHINEY (BANGKOK)
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6. 
 RESULT OF VERIFICATION OF DISBURSEMENTS
 

Fund 

received Actual 
Description Total Budgeted To date Spending Verification 

US$ BAHT BAHT BAHT BAHT % 

SALARY 14,035 364,910 302,706 302,717 302,717 100 

TRANSPORTATION 

& PER DIEM 38,617 1,004,042 847,663 852,098 429,862 50 
CONSTRUCTION 39,000 1,014,000 897,000 897,000 897,000 100 
PROCUREMENT 28,402 738,452 661,555 665,724 542,783 82 
TRAINING 10,101 262,626 93,595 93,595 93,595 100 
TECHN I CAL 
ASSISTANCE 11,378 295,828 US$11,400 US$11,400 US$11,400 100 

MISCELLANEOUS 5,082 132,142 97,780 73,378 47,356 65 
COMPUTER RENTAL 1,385 36,000 36,000 36,000 36,000 100 
PUB[ICATIN 2,000 52,000 - _ 
SUB-ADVANCE - - 7,905 7,905 - -

BAHT 150,000 a,9U0,O0 2,94.1,204 2,923,417 2,349,313 80 

US$ 11,400 11,400 11,400 100 
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Questivned 

6.1 In certain cases there are insufficient 

documentary evidence as to receipt of 
goods/services as detailed by the following :-

Cost 

Date of 

Payment Description 

Amount 

(Baht) 

6.3.84 

6.3.84 

Weather Station Sensor 

Cumatological data recording 

155,000 

27.3.84 

system and printer 

model DP-80 

Materials for constructing 

29,500 

.4.4.84 

5.4.84 

12.6.84 

12.6.84 

two windwhee. 

- do -

- do -

Weather Measure 

Portable Conductivity Meter 

10,966 

16,180 

12,379 

28,200 

33,000 

285,225 Baht 285,225 

6.2 There is no original receipt from supplier 
for the purchase of IBM typewriter of Baht 29,500 
as per payment voucher date 26.12.83 Baht 29,500 

6.3 Technical Assi-stnce of Dr. Kochler trip to 
Thailand amounted to US$ 5,970.47 was not 
supported by any relevant supporting documents to 
ensure the reliability of such disbursements. 

Upon discussion with Principal Investigator, the 
amounts were directly paid by USAII and relevant 
supporting documents were kept at USAID. US$ SV70.47 
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6.4 Supporting documents of the project are mostly 

available in photocopy since the original were 

periodically submitted to Office of the Auditor 

General of Thailand for audit and subsequently 

kept at the Ministry of University Affairs in 

which we are unable to obtain such original 

documentation for our verification. 

Questioned 

Cost 

We, however, 

documents for 

March 1987 for 

received original supporting 

the period as from May 1986 to 

verification. 

7. COMPLIANCE - TERMS OF GRANT AGREEMENT 

Based on 

with the 

the samples selected there has been compliance 

terms of grant agreement. 

The exceptions are as Follow 

7.1 Due to the following it could not be 

whether the payments (eg: salary, 

made are allowable or not :­

ascertained 

procurement) 

7.1.1 Financial plan, attachment 

agreement do not provide a 

down of t-osL elements. 

I of the grant 

detail break 

7.1.2 "Cost and budget plan" prepared prior to 

grant agreement were subsequently revised 

in which the revisions were requested for 

but is yet to be received. 

7.1.3 Seventh and 

financial plon 

for but Ii yet 

eight revisions 

of the grant were 

to be received. 

of the 

requested 
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Questioned 

cost 

7.2 Import duty and taxes were included in the cost 

of equipments acquired by the project funds. 

Details of which ore as follow :-

PV# / dd. Decription 

Amount of 

Payment 

Amount of 

Duty & Tax 

034/27-15.5.84 

033/27-15.5.84 

Percolameter 

Jet-Fill 

Tensiometer 

14,905 

81,715 

96,620 

5,995 

5,995 

11,990 Baht 11,990 

7.3 Some expenditures, upon consideration of their 

nature, may be recorded in incorrect line items 

und should ikcrefer-e be reclassified in odJor to 

form a proper basis for" the computation of 15 

percent allowable variance. Details which are 

questioned are as follow 

7.3.1 Payment for per diem of Baht 4,617 

included as "salary" could be questioned 

as to whether it should be classified as 

"Transportation and Per Diem" instead. 

7.3.2 Payment for driver's salary of Baht 

127,335 included as "Transportation and 

Per diem" could be questioned as to 

whether it should be classified as 

"Salary" instead. 
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Questioned
 

Cos t 

7.4 Payment of Baht 
150,000 was made 
to Siam Motors
 

Co. Ltd. for rental of motor vehicle (eg: pick-up
 
truck) whereby the ownership vis also transferred
 

to the grantee in accordurce 
vi th the reojij 
agreement. Due theto reasons cs set out in 7.1 
we ore unable to ascertain whether the expense is
 

allowable or not.
 

7.5 Financial reports 
 ie. "Status of Fuhds/And
 

eques t t-or hind'," urid "Federal Cash Adjv.ance 
Stut,. Rkpc t" for tlhe period as from i.. r, ti 
Iyao t J)th ' ri. . , I 986 vvere ;-iot ... r.ni. i
 
to USAI D at te o er i.:d ended but were i r: udv,. 
 iI 
the F ia n:;i:l r eo rts for the p,-,, iod -,itJr 5 L
 

Deerl,,
 

Total Ouesti.,ired Bohi, , Baht 326,715 

ioLoi ' uestiom.d US$ , US$ 5,9"70.47 

The omont. , 1-ult., , 15 is USb 1.,565.53 equor 'r ,
 
US dollars (tt the o.;'IJr.e rote of IJS$ 
 I = Baht 26. 
Total questioned costs 
in US dollars is US$ 18,536
 

(e : J5b )2,565.53 + U'31 5,970.47) 

http:5,970.47
http:2,565.53
http:1.,565.53
http:5,9"70.47
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8. STUDY AND EVALUATION 0, INrERNAL. CONTROL 

Findings and reconwrieidotions resulting and
from study evaluation of
 

internal control ore cotegorised into two types as follows 
:
 

(i) Shortcomings or lock of internal control which 
are fundamental
 

- in protecting an entity's resources against waste, 
 fraud and 

inefficiency. 

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

accounting/operating data. 

- in securing (:.,mpliance with the terms of grrnt cgreement.
 

(ii) Improvements i;: order to supplement the ey-.t. internal
.-system of 


control.
 

8.1 SHORTCOr"iNUS 9F /,I: DF INTERNAL KC'*TRCL 

8.1.1 Administration of Grant Funds 

Acmi nts t 3ti ,, of gratt funds are by the Principal
 

Investigator except for 
the areas as set out in section 3.
 

In order to promote the efficiency and effectiveness of
 

research undertaken by the Principal Investigator, (e: to
 

allow greater- time to be devoted to research work)
 

administration could be performed by the 
 Institute. 

Similarly, the Institute may be in a better position to
 

administer due to its administrative staff complement who
 

are technically competent in administration.
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8.1.2 	 Fixed Assets
 

No fixed assets register nor to
tag numbers are assigned 


fixed assets.
 

In order to provide a sound control 
 over 	 fixed assets,
 
acquisition dote, value, 
 location and tag number 
 be
 

maintained and 
 kept up to date. Tag numbers should be
 

affixed to assets 
 to facilitate identification 
 and
 
inspection 
of assets against register is to be carried 
out
 

annually.
 

8.1.3 	 lerms of Grant Agreement - Import duty and taxes
 

With refIr'ence 
to 7.2 in order to comply with the terms of
 
grant ogyi:emertL, 
 import duty and taxes cannot be reimbursed
 

from USAID.
 

8.1 .4 .%yment Supporting Documents
 

With reference 
to 6.2, in or-der to substantiate payments the
 

following ore reconended
 

(i) 	 Payment vouchers 
 should be prepared and effectively
 

authorised before disbursement und third party
 
evidence (eg 
: official receipt) containing details of
 

name or trade-name and location of 
the entity issuing
 

the receipt, date, amount, kind, description, quantity
 

and price of goods be obtained.
 

(ii) 	Should this not be feasible (He payment 
 t:.
 
individtj)(i), photocopy 
 of identification 
 card 

including signatory of recipient be obtained. 
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8.1.5 Financial Reports
 

With reference to 7.5 financial reports should be submitted
 

on a timely basis to USAID after period ended (le.
 

quarterly) and furthermore a report should be prepared for
 

each quarter as per terms of the grant agreement.
 

8.2 IMPROVEMENTS
 

8.2.1 Payment - Cancellation 

Authorised payment vouchers and related supporting documents
 

are not stamped "PAID" or otherwise being cuncelled upon
 

payments.
 

Cancel lation should be made immediotely on authorised
 

Dayment , chers and related supporting documents after
 

payments hod been made in order to prevent resubmission.
 

8.2.2 General Ledger - Reference
 

Payments was recorded to General Ledger without referencing
 

to relevant payment voucher numbers.
 

It is recommend that payment voucher numbers be referred to
 

in General Ledger in order to ensure the completeness of
 

recording and Facilitate control over documentation.
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8.2.3 Evidence of Goods arid Services Received 

No evidence of goods and services are available, in certain
 

cases as such that there is to
set out in 6.1, no proof as 


the receipt of benefits.
 

It is recommended that receiving reports or acknowledgement
 

on 
 delivery order be prepared in order to substantiate that
 

benefits had been received.
 

8.2.4 Withholding lax
 

Payments of per diem allowance exceeding the rate authorised
 

by the Revenue Authorities to project personnel are not
 

subjected to withholding tax.
 

Failure to deduct withholding tax could render the project
 
.to be jointly liable for the tax shortfall and surcharge of
 

1.5 percent per month (maximum of 100 percent).
 

It Is remanvvended that withholding tax be deducted when such 

paymnc~nts are made to staff if- order to preclude the
 
consequences of the Revenue Code. 

8.2.5 Travel Voucher 

Payments for 
 petrol do not state the purpose of the
 

payments.
 

Travel voucher should be prepared for requisition of
 

travelling and submitted to responsible official for
 
approval in order to substantiate quantities of petrol
 

consumed. lhe travel vouchers should indicate the
 

Following 
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(a) time arid date of departure and arrival,
 

(b) location visited,
 

(c) details of costs incurred, supported by documentation,
 

(d) purpose of trip,
 

(e) appiovol by responsible official. 

8.2.6 Withholding lax - Corporate Income Tax 

Some payments of goods and services to suppliers are made 

without withholding tax of I percent. Any payments made by 

the government unit should be deducted withholding tax at 

the rate of I percent as per section 50(4) and 69 bis of the 

Revenue Code. 

Failure to deduct withholding ax could render the Project
 

to be jointly liable for the tax shortfall and surcharge of
 

1.5 percent pei month (maximum of 100 percent). 

[t is recomvnended that 1 percent withholding tax be deducted 

when any pnymcnts are made to juristic body in order to 

precl,_,de i i.')rmsequcnce the Revenue Code the.hr-: of despite 

faut at thi s point in time the amount involved is 

insigni fclunt. 

8.2.7 Insurance Cover
 

There is no insurance cover for assets purchased by USAID's
 

fund.
 

Because value of fixed assets is significant we recommend
 

that insurance policy be mode to cover valuable assets. 
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8.2.8 Payment Voucher and Cash Book Format
 

Payment 
 vouchers are not sequentially controlled in 
 which
 
there is no 
 adequate procedure to ensure that 
 they are
 
completely and correctly recorded in each line item.
 

In order to ensure 
that all transactions ore completely
 

accounted for, 
payment vouchers should be prenumbered and be
 
sequentially recorded 
in cash book. In addition, a multi­
column cash Look of 
which each line item of 
 disbursements
 

should 'e adapted 
 in ordr to ensure the correctness of
 

allocoticn of expenditures. 
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9. PRINCIPAL INVESTIGATOR'S RESPONSE TO THE REPORT
 



G.P.O. Box 1047Ernst &Wh inney Sinthon Building, 91h Floor,
 
132 Wireless Road, Bangkok 10500, Thailand.
 

Telephone: 2500233-7 
Cable: ERNSTAUDIT BANGKOK 
Telex: 87661 ERNST TH 

20th July, 1987 FAX: (66) 2-2501479 
(formerly Turquand )'oungs & Co.) 

Ms. Benjamoas Tungmanee
 

Principal Investigator,
 

Head of Science Department,
 

King Mbngkut's Institute of 
Technology
 

BANGKOK. 

Dear Madam, 

KI NG MONGKU"' S INSTITUTE OF TECHNOLOGY
 

tNORTH BANGKOK CAMPUS
 

GRANT ,10. 936-5542-G-SS-3036-00
 

SOIL SALINITY CONfROL FOR THE GROWTH OF PLANTS
 

WHICH CAN SERV 
 AS ENERGY SOURCE 

Enclosed ior your consideration please find a copy of 
our report (draft) in
 
conjunction with the 
review of financial and internal control 
systems of the
 

referenced subject.
 

Should y-,, concur with the accuracy of the report kindly acknowledge in 
writing within two weeks From the date of this letter in order that the 
 final
 
report 
 can be issued to USAID. Please feel free if 
you wish to provide us
 
with any additional information/documents 
so as to ensure the accuracy and
 

completeness of 
the report.
 

We would 
 like to take this opportunity to 
express our appreciation to 
 all
 
members of 
the staff who have assisted us in carrying out 
our work.
 

Yours faithFully,
 



King Mongkut's Institute Of Technology
 
North Bangkok
 
Pibool Songkram Road
 
Bangkok 10800
 

July 31, 1987
 

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

Dear Sir :
 

A reference of your letter dated July 20, 1987 asking me to consider the
accuracy of a draft report which provided results of your review on accounting
system and internal control of my research disbursement. 
I regret to express
that some details in your report are not accurate and complete enough.
order to improve these matters tlie 
In


review should be repeated under the cooperation
of both the financial officer and the science & technology coordinator from the
of-ice of USAID. 
 By this approach, all questions implying any suspicion on real
expenditure of this research as responded by the grantee can be answered clearly.
At the meantime some problems on regulations and red tapes of either the Thai
Government or 
the USAID which affect the inconvenience for purchasing equipments
and materials can be solved together also. 

Finally I wish to remind the auditor and whom to concern with that my last name
has been changed to CHATTONG and please correct it in that report.
 

I hope 
that my suggestion would be considered for better improvement and still
wi-4;h to contribute a cordial cooperation on your review of the next accounting repo. 
Sincerely [uours, 

NIs. Benjamas Chationg1 
Principal Investigator Of The ProjectSoil Salinity Control For The Growth Of Plants Which Can Serve As An Energy

Source
 

c.c. Dr. Charoon Kamnuanta.
 

'V%
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RESEARCH GRANT 

KING MONGKUT'S INSTITUTE OF TECHNOLOGY THONBURI 

GRANT NO. 936-5542-G-00-6050-00 

IMPROVED PRODUCER GAS CLEANING SYSTEM 

PREPARED FOR REGIONAL INSPECTOR GENERAL/AUDIT/MANILA
 

PREPARED BY ERNST & WHIINNEY (BANGKOK) 
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KING NONGKUT'S INSTITUTE OF TECHNOLOGY THONBURI
 

IMPROVED PRODUCER GAS CLEANING SYSTEM
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6. RESULT OF VERIFICATION OF DISBUkSDIENTS 

fund received Actual
 
Description Total Budgeted to date Spending 
 Verification
 

US$ Baht Baht Baht Baht 7
 

Salary 20,000 520,000 61,750 62,800 62,800 100
 
Equipment 38,650 1,004,900 
 426,400 214,750 214,750 100
 

Material and
 

Supply 14,000 364,000 42,250 
 -
 - -

Travel 6,000 156,000 19,500 ­ _ 
 _ 

Miscellaneous 

Items 4,400 114,400 13.000 ­-
 -

Total 83,050 2,159,300 562,900 277,550 277,550 100
 

Questioned
 

Cost
 

(Baht)
 

Based on disbursement selected, 
 Baht 33,666 reported as
 

"Equipment" is questioned as 
to the adequacy of .supporting
 

documentation. The amount represents advance to project
 

personnel for the purchase of equipment and materials which
 
are still to be received or paid for. 
 33,666
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7. CORPLIANCE - TERilS OF GPAIT AGREEMENT 

Based on the S.imple'; elect2d thpre hs'q benn compliance
 

with the terms of grant agreement. The exceptions are as
 

follow : 

7.1 	 Financial reports le. "Status of Funds/And Request
 

For Funds" and "Federal Cash Advance Status Report"
 

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

December, 1986 were not submitted to USAID after 

period ended but were included in the financial 

reports for the period ended 28th February, 1987. 

7.2 	 Salaries of Baht 3,000 werc paid to 3 lab staffs whom
 

not in the budget nor is there written approval
are 


-from USAID. Details are a6 follow
 

Staff's Name 	 Amount (Baht) 

Khun Polchai 1,000 

Khun Viboon 1,000 

Khun Tossapol 1,000 

3,000 3,000
 

= = =/ 
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7.3 Paym ntrj [or mi ucul llliueo ; Itens oi Bahl. 6,278 

Included as "Equi pment" ,uould be questioned as to 

whether it sIhoIuld be clasi i.u[Fed to "Hliscellane u-, 

iLems" 11i1Lead in ULder to furm a proper ba s for 

the compuLation of 15 percent allowable variance. 

Details are as follow 

P vmeti I 

0o. 

'lcher 

/ Date Deccri.p Lion 

Amount 

(Baht) 

11/2529 /14.11.86 

15/2529 /1'2.12.86 

17/2529 /24.12.86 

2/2530 / 9. 1.87 

Z212530 112. 1.6/ 

A/2530 /I 1.87 

30/2530 i 2, 2.37 

31/2530 /10. 2.87 

4/2530 /28. 2.87 

Screen inl knot 

Di:kete 

Photocopies 

P'hotocopi.es 

tatlonery 

PlioLocopi es 

Photocopies 

Photocopies 

Photocopies 

103 

500 

1,651 

1,438 

150 

300 

1,145 

692 

299 

7.4 lo Limesheets were prepaved to doc iir:i l itheLine 

Wcrlualy duvo.etl to Lhe pro jeU. by the Iri'ncipal 

i -nusLjgid L , a.i. nd WIIwd A M . A 

are therefore uiable to SL.,l~ e t.he" nu.h person 

devoted the Ii ataI l.L .eliiLaye a9 <iv wi L in the 

budget or noL. llowever, lPr acipal lInvoii gator did 

not receive salar7' [rein the grnit. 

NPom i io) Amouit ( Bah t ) 

Dr. Dolr onig Go- Ilves t .La Lor Z1,600 21,600 

Total Qilest iuled Cots 58,266 

The amount of UBaht 58,266 Is equal to IS da.llar32 2,241 at tLhe 

e::ctian , raLae of ]lJS$ = BIat 26. 
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8. STUDY AND EVALUATION OF INTERNAL CONTROL
 

Findings and recommendations resulting from study and evaluation of
 

internal control are categorised into two types as follows :
 

(i) 	 Shortcomings or lack of internal control which are fundamental
 

- in protecting an entity's resources against waste, fraud and
 

inefficiency.
 

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

accounting/operating data.
 

- in secucing compliance with the terms of grant agreement.
 

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

internal control.
 

8.1 	 SHORTCOMINGS OR LACK OF INTERNAL CONTROL
 

8.1.1 Administration of Grant Funds
 

Administration of grant 
 funds are by the Principal
 

Investigator except for the areas as set 
 out in the
 

section 3.
 

In order to promote the efficiency and effectiveness of
 

research undertaken by the Principal Investigator, (fe:
 

to allow greater time to be devoted to research work)
 

admlnistration could be performed by King Mongkut's 

Institute of Technology.Similarly, the Institute may be 

in a better position to administer due to its 

administrative staff complement who are technically 

competent in administration. 
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8.1.2 Fixed Assets 

No fixed assets register nor tag numbers are assigned to
 

fixed assets.
 

In order to provide a sound control over fixed assets, 

acquisition date, value, location and Lag number be 

maintained and kept up to date. Tag numbers should be 

affixed to assets to facilitate identification and 

inspection of assets against register is to be carried
 

out annually.
 

8.1.3 Disbursement - Terms of Grant Agreement 

Ancillary to 7.2 is that disbursements of salaries are 

neither in accordance with the budget nor are there prior 

written approval frcm USAI). 

It is recommended that disbirsement not in accordance 

with the budget should be made agai.,st orior written 

approval from USAID. 

8.1.4 Tine kecc)i d 

WiI h roterence to 7.4 in orer to comply with the terms 

of grant, agreement, time record should be prepared to 

document the time actually devoted to the project by each 

person. 
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8.2 IMPROVEMENTS
 

8.2.1 Payment - Cancellation 

Authori3ed payment vouchers and related supporting 

documents are not stamped "PAID" otherwise beingor 


cancelled upon payments. 

Cancellation should be made immediately on authorised 

payment vouchers and related supporting documents after 

payments had been made in order to prevent resubmission.
 

8.2.2 Cheque Payments 

Cheque payments were not restrictively crossed and/or the
 

words "or bearer" deleted. 

It is recormnended that, if applicable, upon payment all 

cheques are to be restrictively crossed in the drawer's 

name and the word "or bearer" be deleted in order to 

ensure that payment- is for the account of the specified 

(!rawer only. 

8.2.3 Review of Bank Reconciliation
 

Bank reconciliations are not initialled as an evilence of 

reviewing by senior personnel. 

It is recoauiuended that bank reconciliations be initialled 

as evidence of reviewing by higher responsible official 

in order to ensure Lhe corretness of imhe transactions. 
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8.2.4 	 Withholding Tax - Personal Income Tax 

Payments of salary and pet diem allowance excoedinV the 
rate authorised by the Revenue Authority to project 
person are not subjected to withholding tax. 

Failure to deduct withholding' Lan .:oul d render the 
project to be jointly liable for the La.- siiortfali and 
surcharge of 1.5 percent per month (miaxinum of 100 

percent). 

it is recommended that withholding ,ax be deducted when 
such payments are made to staff in order to preclude the 

consequences of the Revenue Code despite the fact thisat 

point In time the 	 amount involved is insignificant. 

8.2.5 	 Withholding Tax - Corporate lncm2 Tax 

Payments of goods to s uppl i e,. are made without 

wi thhoW g tax of J perco,,i. Any payrments made by the 
gou en t unit to juris t.i- body shoul d be dec .Eedec 

withholdingB tax at the c Le of I. au perpercent section 

69 bi, of thc Revenue Codu. 

Fal.ur+e 	 Lo deduat withhol ding Lax cou ld rendc Lhe 

P1ojec. jointly iort be li able K tax .horlfall and 
surcharge of 1.5 percent per month (max imum of 100 
percent). 

it is 	 recommended thaL withhlolding Lax be deducted when 
such payment5 are made to juristic body in order tc 

preclud, the ,' vaqtnce of the Revenue Code deipite the 
fact at Li point in tLime L.he amouunt Involved is 

insign I icanL. 
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8.2.6 Insurance cover 

There is no insurance cover for assets purchased by 

USAID's funid. 

Despite the fact LIa t at this pointI t ime the value of 

assets is insignIf icant, we recoimeI that insurance 

policy be made to cover valuable asuets expecially in 

view of the budgeted ainoun t. 
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PRINCIPAL INVESTIGATOR'S RESPONSE OF THE REPORT
 



G.P.O. Box 1047Ernst o v-inney Slnlhon Bulding, 9th Floor,
132 Wireless Road, Bangkok 10500, 1halland. 

29th June, 1987 Telephone: 2500233-7 
Cable: ERNSTAUDIT BANGKOK 
Telex: 87661 ERNST TH 

Dr. Pojanie Khurnmongkol, FAX: (66) 2-2501479 
Assistant Professor, (forinerly Turquand Youngs & Co.) 
School of Energy and Materials, 
King Nongkut's Institute of Technology Thonburi,
 

BANGKOK. 

Dear Madam,
 

KING NONGKUT'S INSTITUTE OF TECHNOLOGY THONBURI
 

GRANT NO. 936-5542-G-00-6050-00
 

IMPROVED PRODUCER GAS CLEANING SYSTEM
 

Enclosed for your consideration please find a copy of our report (draft) in
 

conjunction 
 with the review of financial and internal control 
 systems of
 

the referenced subject.
 

Should 
 you concur with the accuracy of the report kindly acknowledge in
 

writing within two weeks from the date of this 
letter in order that the
 

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

provide us with any additional information/documents the
so as to ensure 


accuracy and completeness of the report.
 

In addition to the foregoing please advise in writing as 
to the following
 

- Set out in 7.2 please state whether or not the staff not addressed 

in the budget perform services related to the research under this
 

grant.
 

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

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

Yours faithfully,
 

CA/kte
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INITIAL 

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

Dear 	sir,
 

We have reviewed your report on 
the financial and internal
control systems of 
our project work titled "Improved Producer Gas
Cleaning System". There are some 
 points that need to be
clarified as 
follow:
 

3. 	 Administration of grant, 
 page 4.
Procurement 
 of 

Dean 	

goods and services under the authority of.
of Enaineering, 
 the payment cannot be greater than Bah­50,000 and head of department/principal investicrator Baht 
 5,000.
Over Baht 50,000 it has 
to be signed by Rector of the institute.
 

7. 	Compliance- Terms of grant agreement.
;e recieved the cash advance payment of
period of '-	
Baht 562,900 for theOctober ­ 31st December 1906 at 
the end of October
( 0t the USAID
tok 	 of f-i_ one .on-h to prepare the-M e.T 	 advance
chacue since we have sent in the r e ues in Novemoe 

_r tha t 
oc..... 	

i t took about . month to process the financiala n 	 papers to -he rector to authci-=-- :h on n
inves.:c- ator to have full 	 charce cf authoize:icn on this -rant'dprcjec:C-e cheau= had actual been 	 deposit the-in bank o­
by thisno tot.Edrequestro 

for zhe 	 en of Deee therene-:t 	cash advance since we s­have 	laht 
4 11
410,900 available. 
 This 	would e-pi thewhy we 	 reasonwait un-il the end of February, 1987 to send in the 
 nex:t
cash 	advance payment and the 
financial status report.
 

7.2 These 
 three persons were additional hiring to
Project 	 help thework 	 more eff-ctively. Since the gasification p0rocess
i -rll tiZe technical attendants during operation.s -ue .e 	 Th4to hZaousness of he -0, 'ob!sases .en. 
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It 
 also reouires 
 24 hours 
to finish one 
 batch
Therefore. at 	 of operatizn.
least three shifts 
are needed to attain during each
batch run. 
 These three ersons, Pochai, Viboo 
, nd To­
e or =o'11-yv erdefinitely not chemica! engineeringhire the persons who students. 
are 	 We .'"7projec: by using USAID money.	 

not involved iv. ­

7.3 	 We agree with you that the items 
(except screen
you hve listed should 	 and knot)belong 

ou 	 to th- miscellaneous
-r, 	 items.institute rules/regulations classify these items
sa-- c -'crirs '-s the material 
and supply. 	 Zne
 

just followed her usual routine work. 
So our secretary has
 

This matter could be done
according 
to the USAID itemized grant.
 
7.4 Practicaly 
we are 
 hiring persons 
 by monthly basis
Howevey vo,-= s'ogoqestion of time table will be used from now- cn. 
2.1.1 :AdMil ist c, ion of Graint Funds 

-

the 	 would suggest to you to
acnnst-,-,ton 	 study the structure ofand "ules/reglations
establs-ed 	 t at have beenby the insltitute through.Lyconcerni- with our 	

before making any co....n:sinternal control. 
 You have spent only 2 days

busily g.rig through every'single 
accountant and reimbursment cf
oyou may- .<" : o, , 	 not have time to learn aboutwhich in fact they 	 our are also under tn:e. -.... u a ions

: institute has authorized
have full responsibility 

the principal investigator to
on his/her project.
Purchas-:g 	 Any justmentt2:s dealing with 	 o 
principal investigator the project could be decided b- th,within the amount ofproje:- E/enthough 	 money granted for thethe principal investigatorpay bills hot grtater than Baht 	

has authoritv o5,000,single 	 however in practicebi ! hEs been acknowledged and 	
rye inee'r i:. gThr ,e sintr e of signed by the .a4 k= 	 cfhenauveo 0 	 'L-7 ot.e principal drives zi1-_appeared 
o- the !ili or reimbursement formbei4no 	 thea 	 hasof Ou- insiute 0or re-ieved 	 only shows s -­

e -:L Fh 1,' as 
-oio nearly hundred of .zr-.:s '­t ' :ecieve Fr1%- h "- - rZ...
 n u --s!D. r, neczors-d over 

..
are.ri..
dire 	 te - - -nscr tn ec-- s Ue to the
i a1 r 	 ti tuze but actu a---= 	 o-essors,
:rc e so ,s lectureres,- .
 ....
aet requests for the grants.
lectureres 
are 
given prestige to 	 The professors an:
carry out
full access 	 their works and havingof using institute facilities with cooperationother departments.

The r: ursemr.en t 
and paymentperformed 	 of any purchasingsfirst by 	 arethe •-......... s.e£''.-,.. .t l/ a-

the 
...ent

secretary 
. .o0r1rmTr S 

of individual 
s deoartmen. . ..il,s) th ee nr. n ..pro c eed fU' r~- - ...the de n off-' acv 	 - : r the bills to be Fc-nowlegedcnif 	 and.....off pay:en is 	 signe '-BntInr 50,000. Over -

http:through.Ly
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50,000, the bills 
 have to be signed by the rector of
institute. Finally all the bills will go 
the
 

to the treasury of the
institute. Here, all the bills will be recorded and kept in
files at -oe treasur,., So it is impossible for the 
same bill to
be used 
 twice by either our project staffs or 
 the treasurer
staffs, eventhough it has no "paid" stamp on the bill-
 We also
have a douzle-checking system on 
the balance of project accounts
that is 
the individual departmental 
account must be identical to
the treasury account. 
 The treasurer also pay the bills if they
are credited bills. Normally, the purchased items 
over Baht 1,000
are under credited and ,-7hen the time of payment, l% tax deductionwill be issued to the reciever/company. 
 If the purchased i:em is
under Baht 1,000, or 
a few hundred bahts, they normally are paid
in cash at the time of 
purchasing. This 
is also called cash
advance payment which can be reimbursed later with the 
 treasury.
The purpose of having cash advance payment is to induce the
fle:ibility and to accelerate the order of urgent need of items
 so the worn will not be delayed.

As you have suggested that the administration of grant
funds 
 should by done by the institute. Actually the process of
paying the h~lls . ordering the equipments, financial 
 recording
are 
 already handled ,ythe institute and are confined under 
 our
 .. . .c.rIules/regulations 
 The principal investigators'ss are then: to carry out research work and to dicidewh"t to -a and hc to hi. Whet to purchase and whom tohlr", tnese 
two categories, only the principal investigators will
know the best. So your suggestions seem to repeat what we are


Cinu4 nerze at the 
 institute. 

l.2 

:Theinstitute rules/regulations normally defined the 


i Fi::ed Assets
 

term
f.ixed assets as the purchased equipments/instruments that alreadyc :.e in packed redy to use forms. For e:xampl e, gasch-c.:.ato: pH-mete', sized reduction machines. All cf these
eM.s ...'sZ be registered by the institute according to thego :rnn- r"zes/"ecul-i ns 7n our case, the gasifier and thecieani '.1: :an-:nome in packed for.-, but the'-. ha-" been- -t : cS~a rsn ,ah, e "C.'~ " er e = ­- -
- r1te. e t::e een CiVenu inst bav re-!ster 

no r ta. nuao ers. Due to the fact that these types cf equ'pmentsare parts C e:perimental study and they may be modified,dismantled *-o improve their operating co,diCions when necessary.The govern: - nta! rules described all the fixed assets as their-.- physical conditions, therefore, any part of them can not be
 
discarded.
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r., VZe indeed realized about your concern, 
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be kept separately from the rest of the institute assets since
 
our institute rules/regulations do not considered them as 
 fixed
 
assets. we just have ordered a set of data logger from the USA
 
which it will be used in this project. Of course its
 
registration number will be given since it is 
a fixed asset.
 

8.1.3 	 Disbursement - Terms of Grant Agreement

The explanation has already been described in section 
 7.2.
 

We consider these hiring of our students are within the limit of

the budget for personnels. What we intend for are to have 
 our
 
project going smoothly and not be delayed. If the written
 
approval from USAiD is needed1 we will do 
so. However, we feel
 
that our flexibility and comfortability of. processing our own
 
work have been limited.
 

8.1.4 	 Time Record
 
We agree to do so.
 

8.2 improvements
 

8.2.1 Payment --cancellation
 

These 	have been described in suctiun 8.1.1.
 

received the bank reconciliations every month starting from 


8.2.2 Cheque Payments 
These can be done also. 

8.2.3 Review of Bank Recunciliation 
We would like to state the fact to you that we have 

the
 
first month of our opening account. The sample of bank statement
 
for the first depositted month is enclosed. All the bank
 
reconciliations 
 are sent from the bank directly to the institute
 
treasury. Therefore the senior official have already ensured the
 
correctness of the transactions.
 

S.2.4 Withholdin Ta - ?ersonal Income Ta*: 
The personal income tax can be clarified and paid at the
 

end of the year (during tax clearance time which is starting in
 
January to March of each year). Practically, our treasury will
 
withhold tax only for the government salaries. Eventhough, the
 
amount of tax withholds by the institute are not exact and by the
 
end of the year we still need to clarify and making a tax balance
 
of payment. At this time the non-governmental payment received
 
during the year such as USAID payment can be attached to the tax
 
clearance f:rm. Hense 
our staffs will be responsible fcr their
 

otx 	 " Therefore, the -roject will never be liable

fnr 	 the tE shortfal nor will pay the surcharge of 1.5 percent

ont.* vill
.er -.. sce the pena t- go to the indivual person who 
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does not declare all of his/her own incomes during the year. The
 
shortfall of individual person to forget to report his/her income
 
tax is unlikely to happen also because at the end of the year the
 
institute treasury will send to every employee statement of all
 
salaries earned by them as well as the amount of tax withholding
 
within the year.
 

However, tax withholding for our project staffs can be done
 
at the time of payments. This is considered to help our staffs
 
to lessen their burdens on the lump sum payments of tax during

tax clarifying time at the end of the year.
 

8.2.5 Withholding Tax --Corporate Income Tax
 
As we have mentioned eerier, the credited goods will be
 

subject for withholding tax. This practice has already been done
 
at the institute according to the government rules/regulations. 

8.2.6 Insurance Cover 
None of our institute assets have insurance cover. 

ro =,/V , our government rules/regulations on the fixed assets are
 
very strict. Any lost items have to be reported to the police

official immediatly and the person involves will be investigated.

The state inspector also checks on the institute assets annually.
 

We hope that our response of the report will help

clarifying some of your misconceptions. We would like 'to
 
pcint out to you that our government Lules/regulations are very

strict and we as the academic institute do respect to our
 
rules/regulations. Therefore, we 
feel that, the pride of doing
 
our work has been intruded. Our staffs mostly are lecturers as
 
well as the co-investigator, Dr. Damrong Khummongkol is in fact 
a
 
chairman of the chemical engineering department. We have
 
reputations not to do any things as you have mentioned as a
 
waste, fraud and inefficient'use of USAID entity's resourzes,
 
or to report the inaccuracy and unreliability of the entity's
 
accounting/operation data.
 

!f there are additional questions to be discussed, you :ay 
:ona=. Dr. Damrong by telephone number 427-7 2. 

Yours sincre'y,
 

PojL .e Khummongkol
 
Principal Investigator
 

/
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