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UNITED STATES GOVERNMENT
Memorandum

T0: Dr. John R. Eriksson ; DATE: January 29, 1988
Director, USAID/Thailand . RIG/EA-88-104

FROM: Leo L. iaMotﬁ’?a;é |
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. The
certified public accounting firm of Ernst & Whinney (Bangkok)
prepared the report dated August 26, 1987. The purpose of the
review was to determine whether project funds were being properly
accounted for in compliance with the terms of the grant and other
applicable A.I.D. 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 of two
A.I.D. grants totaling $233,050 under the Program Development and
Support Project No. 398-0249 which was to enhance science and
technology development in Thailand. The first grant amounting tg
$150,000 for the pericd June 20, 1983 to October 31, 1987 provided
for research on "Spil Salinity Control for the Growth of Plants
which can serve as Energy Source." A second grant of $83,050 for
the period June 16, 1986 to December 31, 1988 focuses on "Improved
Producer Gas Cleaning System."

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

This report recommends that USAID/Thailand resolve with King
Mongkut's Institute of Technology questioned costs in the amount of
$20,777, and that USAID/Thailand assist the University to resolve
internal control problems identified in this report, These
recommendations however will not bpe separately included in the
Inspector General's audit recommendation follow-up system by mutual
agreement of USAID/Thailand and RIG/A/Manila. Instead, these
recommendations are consolidated into Audit Report No. 2-493-88-04-N
entitled "Audit of Science and Technology Research Grants, Project
No. 398-0249,"



Ernst & Whinney Sinthor Bulding, sth Floor,

132 Wireless Roud, Rangkok 10500, Thalland

Telephone: 2500233.7
Cable: CRNSTAUDIT BANGKOK

Telex: 87661 ERNST TH
FAX: (66) 22501479
26th August, 1987 (formerly Turquand Youngs & Co.)

Mr. Leo L. La Motte,

neglonal Inspector General/Audit,
Agency for International Development,
Ramon Magsaysay Center,

1680 Roxas Blvd., Manlila 2801,
PHILIPFINES.

Dear Sir,

KING MONGKUT'S INSTITUTE OF TECHNOLOGY
- Grant No. 936-5542-G-55-3036-00
- Grant No. 936-5542-G-00-6050-00

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

The matters dealt witu in this report are haseu va  th: ianformation and
documen®s provided Lo us ard therefore outr commant. canaol be expected to
be exhaustive and to include all possible weaknesses on the systems of
accounting and internal control.

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

Yours faithfully,

ZZ N Ll

Encl.
RT: jk
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INTRODUCTION

This report provides the results of our review of accounting system and
internal control wunder 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 Mongkut'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~-55~3036-00 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 Systen.
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RESULT OF AUDIT

Fund Actual

Date of Received Spending Questioned

Crant No. Report to date Reported Amount Verified Cost

uss uss us$ % uss
936-5542-G-55-3036-00 31/3/87 124,639 124,031 101,758 82 18,536
936-5542-G-00-6050-00 2B8/2/87 21,650 10,675 10,675 100 2,241

146,289 134,706 112,433 B3 20,777
REMARK : The above tabulation is based on the exchange rate of

US§ 1 = 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

prevalling date was adopted.

For questioned costs, detalls are gset out in individual grant

reports in Baht value as follow :

Grant Number AEEendix
936-5542-G-55-3036-00 I
936-5542-¢:-00-6050-00 I1

INITIAL DISCUSSION

Initial discussion with the principal investigators, the field work in
respect of evaluating, testing the systems of internal control, repnrted
expenditure and compliance thereto with terms of grant agreement and
final discuscion on findings with the principal investigators were

conducted during 22nd April, 1987 to 1llth June, 1987.
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3. ADMINISTRATION OF GRANT

3.1 For Grant no. 936-5542-G-5S-3036-00

King Mongkut's Institute
of Technology

Principal Investigator

- Receiving of
fund
- Custody of

project

fund /
- Procurement

of goods

and services /

- Receliving of
- goaods 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

- Recelving 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 nf
goods and
services /

- Disbursement
authorization
- Staff recruitment /
- Récording of
books of
accountt /
-~ Financial report

- Gustody of

books of
account /
- Physical control /
- Management
control teview of operating
performance

AUDIT

At the tlme 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 Thalland except for Grant no. 936-5542-G-S5S-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

Thailand.
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5.

SCOPE OF WORK

The objective of the exercise is to review financia) and internal
control systems established by the research grantee institution and the
principal 1investigators. Specifically, under the terms of the

engagement this encompasses

5.1 lold 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
vesearch 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 vample of expenditures reimbursed by
USAID as to their compliance with USALD requirements.

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

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

improvament.

The examination was conducted in accordance with generally accepted
governmant auditing standards appropriate to the scope of audit as

described below.

The scope of audit encompassed an examination of research grantea
institution/principal {investigators' financial operating procodures,
financial transactions, accounts and reports and included such tests of
these recorde and such other auditing procedures as were necessary in
the circumstances. Our audit does not include coverage of the cconomy
and efficiency of cperations, nor do we attempt to ass«sy the results

of the contract performance.

Receipts and disbursements were documented and reviewed. Compliance

and gubstantive tests were carried out.
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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 1 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, 1issued by the U.S. Comptronller General 1in 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 not recefved the detailed budget of the Grant no. 936-5542-G-
85§-3036-~00 1in ofder to ascertain whether the disbursements of US$
124,031 wp to 3lst March, 1987 :elate to the grant or not.
Furtheoioie, as mentioned in the section 5 of this report, our scope of
work dees not include coverage of the economy and efficiency of
operailcas, nor dc ve attempt Lo assess the results of the contract

performance.

The Status 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 | of this vepert which we have questioned for the adequacy of
supporting documentation and fur disallowance under the terms of grant

agreements.
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Since the amounts 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-S5-3036-00 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
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 King Mongkut's Institute of Technology for Grant no. 936~
5542-G-00-6050-00 and the perlods as set out in paragraph 4 of this
section presents fairly the expendltures, in conformity with generally

accepted accounting principles.

This vrepurt is intended solely for the wuse of the Agency for
Internatinnal Qevelopwent and should mnot be used for any other

purg s ..
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COMPLIANCE MATTERS

We have oxamined 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 cection 1 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, Kiag tongkut's Institute of Technology complied with the
matex Lla! tcrms and conditions of the terms of grant agreement, except

ag stated below in the individual grant reports as follow :

Grant Numb.r AEEendix
936-5542-6~55-3036-00 I
936-5542-G-00-6050-00 II

As for the transactions not tested, based on our examination and the
procedures referred to above, nothing came to our attention to indicate
King Mongkut's Institute of Technology had no complied with the

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

The anagement of the research grantee institution ls responsible for
egtablishing and maintaining a system of internal accounting control.
In fulfilling this responsibility, estimates and judgements by the
research grantee institution are required to assess the expected
benefits and related costs of control procedures. The objectives of a
system are tc provide management with reagonable, but not absolute,
assurance Lhat assets are sefeguarded against loss from unauthorised
use or disposition and that transactions are executed 1in accordance
with the research grantee insti .ution's authorization and racorded
properly to permit the preparation of the Status Of Funds/And Request
For Funds in accordance with the acconnting practices prescribed by OMB
Circular A-122, Cost Principles for Nonprofit Institutions and/or the
terms and conditions of the grant agreements. Because of inherent
limitations 1in any systam of internal accounting control, errors or

irregularities may nevertheless occur and not be detected.

Qur study and evaicuticn revealed weaknesses in the systems of iluternal
control tu  which che weaknesses and recommendations are addressed In
this section. The matters as addressed came to our notice during the
conduct  of financi«al and compliance audit which are designed primarily
with a view to the sxpresslon of opinion on the accownts and compliance
with the turms and condlilons of the grant agreements and our comments
cannot be rupuctes to include all possible weaknesses in the systems of
accounting and invernal control. Accordingly, we do not express an
oplunton on the system of internal accounting control of King Mongkut's
Institute of Technology and principal investlgators taken as a whole.
However our study and evaluation disclosed no condition that we belleve

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

internal accounting control are as follow

8.1

8.2

ADMINLISTRATION OF GRANT FUNDS
Finding

Administration of grant funds are by the principal investigators

exceplt for the areas as set out in section 3.

Recommendation 8,1

In order to promote the efficlency and effectiveness of research
undertaken by the principal investigators, (ie : to allow greater
time to bLa devoted to research work) administration could be
perforued by King Mongkut's Institute of Technology. Similarly,
the Insiitute may be in a better position to administer due to
adminristrative staff complement who are technically competent in

administration,

DizaLiibueddt - TERMS OF GRANT AGREEMENT

Finding

For the two grants fncluded in the exercise disbursements not in
accordance with the terms of grant agreement and disallowable

cost are made without prior written approval from USAID.

Recomnendation 8.2

It i3 recomnended that disbursement not in a~cordance with the
tecrmy of yrant agreement and disallowable cost should be made

against prioir written approval from USAID.
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8.3

8.4

FIXED ASSETS

Finding

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 assgets,
acquisition date, value, location, 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.

PAYMENT - SUPPORTING DOCUMENTS

Finding

Wit relsrence to Grant no. 936-5542-G-S5-3036-00, in certain
cases there are insufficient documentary evidence as to the

receipt of payment by supplier.

Recommendation 8.4

In  arder Lo substantiate  payments the followings are

recommended

(1) 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.

(11) 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

8.6

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.
FINANCIAL REPORTS

Finding/Recommendation 8.6

With reference to Grant no. 936-5542-G-55-3036-00 financial
reports should be submitted on a timely basis to USAID. (ie.

quarterly).
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‘RESULT OF VERIFICATION OF DISBURSEMENTS

Fund

received Actual
Description Total Budgeted To date Spending Verification
uss 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
COHSTRUCTION 39,000 1,014,000 897,000 897.000 897,000 100
PROCUREMENT 28,402 738,452 641,555 665,724 542,783 82
TRATHING 10,101 262,626 93,595 93,595 93,595 100
TECHHICAL

ASSISTANCE 11,378 295,828 1S311,400 US3IT,400 Us$ii,400 100
MISCELLANEQUS 5,082 132,142 97,780 73,378 47,356 45
COMPUTER RENTAL 1,385 36,000 36,000 36,000 36,000 100
PUBLICATICN 2,000 52,000 - - - -
SUB -ADVANCE . - 7,905 7,905 - -

BAHT 150,000 3,700,000 2,944,204 2,923,417 2,349,313 80
ussh 11,400 11,400 11,400 100
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6.2

6.3

In certain coses there are insufficient
documentory evidence as to receipt of

goods/services os detailed by the following :-

Dote of Amount
Payment Description (Baht)
6.3.84 Weather Stotion Sensor 155,000
6.3.84 Cumatologicol data recording

system and printer

model DP-80 29,500
27.3.84 Moterials for constructing

two windwhesel 10,966
4.4.84 - do - 16,180
5.4.84 - do - 12,379
12.6.84 Weather Measure 28,200

12.6.84 Portable Conductivity Meter 33,000

285,225

There is no original receipt from supplier
for the purchase of IBM typewriter of Baht 29,500

0% per payment voucher date 26.12.83

Technicol Assi~“ance of Dr. Kochler trip to
Thailand amounted to US$ §,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 USAID and relevant

supporting documents were kept at USAID.

Questioned

Cost

Boht 285,225

Boht 29,500

US$ 5,970.47
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6.4

Supporting documents of the project are mostly
avdllable In photocopy since the original were
periodically submitted to Office of the Auditor
General of Thailond for audit ond subsequently
kept at the Ministry of University Affoirs in
which we are vunoble to obtain such original

documentation for our verification.

We, however, received original supporting
documents for the period as from May 1986 to
March 1987 for verification.

COMPLIANCE - TERMS OF GRANT AGREEMENT

Bosed on the samples selected there has been compliance

with the terms of grant agreement.

The exceptions are us follow :-

Due to the following it could not be ascertained
whether the payments (eg: solary, procurement)

made are allowable or not :-

7.1.1 Finoncial plon, attochment 1 of the grant
ogreemnent do not provide o detail break

down of cosl elements.

7.1.2 "Cost and budget plaon” 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 ond eight revisions of the
financiul plun of the gront were requested

for but Is yet to be received.

Questioned

_ Cost
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7.2

7.3

Questioned
cost

Import duty and toxes were included in the cost
of equipments ocquired by the project funds.
Details of which are os follow :-

Amount of Amount of

Pv# [ dd. Decription Payment Duty & Tax
034/27-15.5.84 Percolometer 14,905 5,995
033/27-15.5.84 Jet-Fill
Tensiometer 81,715 " 5,995
96,620 11,990 Boaht 11,990

Some expenditures, upon consideration of their

noture, may be recorded in incorrect line |tems

4

ond  should iberefore be reclassified in ordor to
form a proper basis for the computation of 15
parcent allowable variance. Detoils which are

questioned are as follow :-

7.3.1 Poyment for per diem of Baht 5,617
included os “solory” could be questioned
as to whether it should be clossified os

“Traonsportation ond Per Diem” instead.

7.3.2 Payment for driver’'s salary of Baht
127,335 included os “Transportotion and
Per diem” could be questioned as to
whether it should be clossified os

"Salory” instead.

N



Ernst & Whinney

7.4

7.

5

Questioned

Cost

——

Poyment of Baht 150,000 was made to Siam Motors

Co. Ltd. for rental of motor vehicle {eg: pick-up

truck) whereby the ownership was also transferred

to the grantee in accordunce with the rentaj

ogreement , Uue to the reasons us set out in s
we are unable to ascertain whether the expense

ollowable or not.

R

is

Finoncial reports ie. "Status of Funds/And

Regquest  For  Funds” und "Federul Cash Advance

Status  Report” for the period as from is: Ap oy

i

1780 o 3uth weptemio: . 1986 were Aot suonl yied

to USALID aofter perisd ended but were [nclude.
the finantizl reonsrts for the priicd endeJ gy

De-embn, 132

in

5

-—ce s @ iaowiaan

Totol Questinsned Bahi Costs Baht 326,715

fstel Guestioned USH Cosis

The omaunt 5t Ruht S25,705 is USH 17,565,583 aquol
US dollors at the rehange rote of USH | = Baht 24
Total questioned costs in US dollars is US$ 18,536
(fe : USH 12,565.53 + 1SH 5,970.,47) .

O

e


http:5,970.47
http:2,565.53
http:1.,565.53
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STUDY AND EVALUATION OF INTERNAL CONTROL

Findings and recommendations resulting from study ond evoluation of

internal control ore categorised into two types as follows
(i) Shortcomings or lack of internal control which ore fundomental -

~ in protecting on entity’'s resources agoinst waste, fraud ond
inefficiency.

-~ in ‘ensuring the accuracy ond religbility of the entity’s
accounting/operoting dota.

= in securing complionce with the terms of grant cgreement.

(i1)  lmprovements in order to supplement the eri:ttiry system of internal

control.

-

8.1 SHORTCOMIIGS DR AL DOF INTERNAL 7OMTR(L
8.1.}V Administration of Grant Funds

Admintst atioe  of gront funds are by the Principal

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

In order Lo promote the =fficiency and efiectiveness of
research undertaken by the Principal Investigator, (ie: to
ollow greater time to be devoted to research work)
administraotion could be performed by the Institute.
Similarly, the Institute may be in o better position to
administer due to its odministrative staff complement who

are technically competent in administrotion.
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8.

.2

Fixed Assets

No fixed assets register nor tog numbers ore ossigned to

fixed ossets.

In order to provide o sound control over fixed assets,
ocquisition dote, volue, locotion and tag number be
mointoined ond kept up to dote. Tag numbers should be
of fixed to ossets to facilitgte identificaotion and
inspection of ossets ogoinst register is to be carried out

annually.

Terms of Grant Agreement - Import duty and toxes

With reference to 7.2 in order to comply with the terms of
gront ogreement, import duty ond toxes cannot be reimbursed
from USAILD,

Fayment - Supporting Documents

With reference to 6.2, in order to substontiote payments the

fsllowing are recomnended ;-

(1) Payment vouchers should be prepared and effFectively
outhorised before disbursement und third  porty
evidence (eg : official receipt) containing detalls of
nome or trade-name and locotion of the entity issuing
the receipt, dote, amount, kind, description, quantity

and price of goods be obtained.

(i1) Should this not be feasible (ie payment  to
individual), photocopy  of identificotion card

including signatory of recipient be obtained.
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8.1.5 Finoncial Reports

With reference to 7.5 finoncial reports should be submitted
on o timely bosis to USAID after period ended (ie.
quorterly) ond furthermore o report should be prepared for

each quarter as per terms of the gront ogreement.

8.2  IMPROVEMENTS

8.2.1

8.2.2

Payment - Concellotion

Authorised payment vouchers ond related supporting documents
are not stumped "PAID” or otherwise being cuncelled wupon

payments.

Cancellation  should be made immediately on outhorised
payment + uchers and reloted supporting documents after

poyments hcd been mode in order to prevent resubmission,

General Ledger - Reference

Poyments was recorded to General Ledger without referencing

to relevant payment voucher numbers.

It is recommend that poyment voucher numbers be referred to
in General Ledger in order to ensure the completeness of

recording ond faclilitate control over documentation.
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8.2.3 Evidence of Goods and Services Recei ved

8.2

8.2

.4

.5

No evidence of goods ond services are vvailable, in certoin
coses os set out in 6.1, such that there is no proof us to

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.
Withholding Tax

Poyments of per diem allowance exceeding the rate autharised
by the Revenue Authorities to project personnel are not

subjected to withholding tox.

Failure to deduct withholding tax could render the project
.o be jointly lioble for the tax shortfoll and surcharge of

1.5 percent per month (maximum of 100 percent).

It is reconmended that withholding tax be deducted when such
payments ore mode to staff ir order to preclude the

consequences of the Revenue Code.

Travel VYoucher

Poyments for petrol do not state the purpose of the

payments,

Trovel voucher should be prepared for requisition of

travelling and submitted to responsible official for

approval in order to substantiote quantities of petrol
consumed. The travel vouchers should indicate the
following : -

o
"

/
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B.2.6

8.

2

7

(a}) time ond dote of departure and arrival,

(b} location visited,

(c) details of costs incurred, supported by documentation,
(d) purpose of trip,

(e) appioval by responsible official.
Withholding Tax - Corporote Income Tax

Some payments of goods and services to suppliers are made
without withholding tax of 1 percent. Any payments mode by
the government unit should be deducted withholding tax at
the rote of | percent as per section 50(4) ond 49 bis of the

Revenue Code,

Foilure to deduct withholding tax could render the Project
to be jointly liaoble for the tax shortfaoll and surchorge of

1.5 percent per wmonth (maximum of 100 percent),

[t is recowmended thot 1 percent withholding tax be deducted
when ony payments are made to juristic body 1in order to
preclude he  Consequence of the Revenue Code despite the
fact ot this point im time the amount involved is

insignificunt,
Insurance Cover

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

fund.

Because volue of fixed ossets is significant we recommend

that. insurance policy be made to cover vaoluoble ossets.
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8.2.8

Payment Voucher ond Cash Book Format

Payment vouchers are not sequentiaolly controlled in which
there is no wdequate procedure to ensure that they are

completely and correctly recorded in each line item.

In order to ensure that oil tronsactions are completely
accounted for, payment vouchers should be prenumbered and be
sequentially recorded in cash book. . In aoddition, a multi-
column cosh book of which each line item of disbursements
should b2 adopted in ordr to ensure the correctness of

ollocation of expenditures.
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PRINCIPAL INVESTIGATOR’S RESPONSE TO THE REPORT



Ernst & Whinney Sinthon Bullding, Sth Floor,

132 Wireless Road, Bangkok 10500, Thalland.

Telephone: 2500233-7

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

20th July, 1987 (formerly Turquand Youngs & Co.)

Ms. Benjamas Tungmanee

Principal Investigator,

Heod of Science Department,

King Mongkut's Institute of Technology
BANGKOK. ,

Dear Madam,

KING MONGKUT'S INSTITUTE OF TECHNOLOGY

HORTH BANGKOK CAMPUS

GRANT NO. 936-5542-G-55..3036-00

SOIL SALINITY COMNTROL FOR THE GROWTH OF PLANTS
WHICH CAMN SERVE AS ENERGY SOURCE

Enclosed for your consideration please find g copy of our report (draoft) 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 thot the final
report con be issued to USAID. Please feel free if you wish to provide us
with any odditional information/documents so¢ as to ensure the accurocy and

completeness of the report,

We would like to toke this opportunity to express our oppreciation to all

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

Yours faithfully,

=L /)




King Mongkut's Institute Of Technology
North Bangkok

Pibool Songkram Road

Bangkok 10800

July 31, 1967

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 orf 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 disbhursement. I regret to express
that some ‘details in your report are not accurate and complete enough. In

order to Improve these matters the review should be repeated under the cooperation
or both the financial officer and the science & technélogy coordinator from the
office 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 end red tapes of either the Thai
Government or the USAID which affect the inconvenience for purchasing equipments
and materlals 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

wish to contribute a cordial cooperation on your review of the next accounting repo.

Sincerely yours,

Py Conff

Ms. Benjamas Chattong
Principal Investigator Of The Project
Soll Salinity Control For The Growth Of Plants Which Can Serve As An Energy

Source

¢.C. Dr. Charoon Kamnuanta,
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KING MONGKUT'S INSTITUTE OF TECHNOLOGY THONBURI
GRANT NO. 936-5542-G-00-6050-00
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G MONGKUT'S INSTITUTE OF TECHNOLOGY THONBURI
IMPROVED PRODUCER GAS CLEANING SYSTEM
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6. RESULT OF VERIFICATION OF D1SBUKSEMENTS

Description

Salary
Equipment

Material and

Supply

Travel

Miscellaneous

Items

Total

Based on disbursement selected,

fund rTreceived

Actual

Jotal Budgeted to date Spending  Verification
uss$ Baht Baht Baht o
20,000 61,750 62,800 62,800 100
38,650 1,004,920 426,400 214,750 214,750 100

14,000 42,250 - - -

6,000 19,500 - - -

4,400 13,000 - - -

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

Cost

(Baht)

Baht 33,666 ‘reported as

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

documentation.

The

ainount 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. COMPLIANCE - TERHS OF GRANT AGREEMENT

Based
with

on the samples selected thaere has bean compliance

the terms of grant agreement. The exceptions are as

follow :

7.1

7.2

Financial reports ie. "Status of Funds/And Request
For Funds" and "Federal Cash Advance Status Report"
for the period as from lst October, 1986 to 3lst
December, 1986 were not submitted to USAID after
period ended but were included in the financial

reports for the period ended 28th February, 1987.

Salaries of Baht 3,000 werv paid to 3 lab staffs whom
are not in the budget nor is there written approval

£rom USAID. Details are as 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.

1

-

=~

Payinenty Ltor wiscellancous  ftems of  Baht 0,278
Included as  "Equipment” could be questioned as to
whether it should be classiliced to "Hiscellaneous
items'" instead in order to fourm a proper  basis  for
the computation of 15 percent  allowable variance.

Details are as [ollow :-

Pavment  oucher Almount
do. [ Date Description (Baht)
Y1/2529 /14.11.86 Sereen ana knot 103
1572529 [12.12.86 biskette 500
1772529 j24.12.86 Photocopies 1,651
2172530 /1 9. 1.87 Photocopies B 1,438
212530 /12 1.87 stationery 150
CA32530 /a0 LlEd Plhiotocopies oo
3072530 / 2. 2.3) Photocopies 1,145
3172330 /10, 2.87 Photocopies 692

24672530 /28. 2.87 Photocopies 299
n,278

o timesheets were prepaved to documcat the time
dctually  devoted Lo the project by the Privncipal
Investipacoc,  Cosinvestigar oo and reloncd Leate.  Yie
ate  therefore wnable to stene whether  such person
devoted the time al perceulage as set cui in the
budget or not. fowever, I'rincipal lnvestigator did
not recelve salary frem the grant.

e Positian Amount {Baht)

—— ——— e

Dr. Domrong to-lnvestipator 21,600

Total Questioned Costs

The amount of Baht 58,266 ts equal to US dollars 2,241 ac

eixchange rate of JUSS = Baht 26.

the

\—.‘
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STUDY AND EVALUATION OF INTERNAL CONTROL

Findings and recommendations resulting from study and evaluation of

internal control are categorised into two types as follows

(1)

(i1)

8.1

Shortcomings or lack of internal control which are fundamental :

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

- 1in ensuring the accuracy and reliability of the entity's
accounting/operating data.

- in securing compliance with the terms of grant agreement.

Improvements in order to supplement the existing system of

internal control.

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, (ie:
to allow greater time to be devoted to research work)
administration 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

8.1.3

8.1.4

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 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,

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 frecm USAILD.

[t is recommended that disbursement not in accordance
with the budget should be made against vprior written

approval from USALD.

Time Kecord
With reterence to 7.4 in order to comply with the terms
of grant agreement, time record should be prepared to

document the time actually devoted to the project by each

perscn.

i
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8.2

IMPROVEMENTS

8.2.1

8.2.2

8.2‘3

Payment - Cancellation

Authorised payment  vouchers and related supporting
documents are not stamped "PAID" or otherwise being

cancelled upon payments.

Cancellation should be made immediately on authorised
payment vouchers and related supporting documents after

payments had been made in order to prevent resubmission.

Cheque Payments

Cheque payments were not restrictively crossed and/or the

words '"‘or bearer" deleted.

It is recommended that, if applicable, wupon 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

rirawer only.
Review of Bank Reconciliation

Bank reconciliations are not initialled as an evidence of

reviewing by senior personnel.

It is recommended that bank reconciliations be initialled
as evidence of reviewling by higher responsible official

in order to ensure Lhe correctness of the transactions.
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8.2.4

8.2.5

- 11 -

Withholding Tax - Personal Income Tax

Payments of salary and per dlem allowance exceedin:, the
rate authorised by che Revenue Authority to project

person ave not subjected to withholding tax.

Fallure to deduct withholding tax  ould render the
project to bLe jointly lisble four the va. stivortfali and
surcharge of 1.5 percent per moath (meximun of 100

percent).

It is recommended that withholding ax be deducted when
such payments are made to staff in order Lo preclude the
consequences of the Revenue Code despite the fact at this

point in time the amount involved 1is insignificanc.

Witkholding Tax - Corporate lucom: Tax

Payments ot goods to supplie.s are made vithout
withiolding tax of | percent. Aty payunients made by the
govermmeatl.  untt Lo jurisllc body  should be  deaducred
withholding tax at the ¢ te of ) percent ag per ssction

69 bis of the Revenue Code.

Fallure to deduet withbolding tax could render the
Project to be Joiotly liable for the tax :hortfall and
surcharge ol 1.5 perceat per month (maximum of 100

percent).

It 1is recommended that, withholding tax be deducted when
such  payments are made to Juristic body in order te
preclude the consequences of the Revenue Code despite the
fact at this point  in time Lhe amount involved {is

Insignificant,
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8.2.6 Insurance Cover

There

is

no insurance cover for assets purchased by

USALID's fund.

Despite
assets

policy

i

the fact that at this point in Lime the vatue of

5 1insignificant, we recommend that insurance

be made to cover valuable assets expecially in

view of the budgeted amount.
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Ernst & Whinney Sinihon Bullding, ath Floor,

132 Wireloss Road, Bangkok 10500, Thalland

29th June, 1987 Telephone: 2500233-7
Cable: ERNSTAUDIT BANGKOK
Telex: 87661 ERNST TH
FAX: (66) 22501479

Dr. Pojanie Khummongkol,
Assistant Professor,

School of Energy and Materials,
King Mongkut's Institute of Technology Thonburt,
BANGROK. '

(formerly Turquand Youngs & Co.)

Dear Madam,

KING MONGKUT'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 1in
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.

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,

=L N L

CA/kte
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RECEIVED
69 JuL 1887

6 July 1987 ANSWLRED
[ INITIAL

ERNST & WHINNEY ’
|
|
]
f

Ernst & VWhinney

G.P.0. Box 1047

Sinthon Building, 9th floor,
132 Wireless Road,

Bangkok, 10500

We have reviewed Your report on the financial and internal
contreol systems of our project work titled "Improved Producer Gas
Cleaning Sys:tem". There are some points that need to be
clerified as follow:

ion of grant, page 4.
Procurement of goods and services under &ths authority of
Dean of Engineering, the payvment cannot be greater than Baht
50,000 and head of department/principal investicator Baht 5,000.
Over Baht 50,000 it has to be signed by Rector of the institute.

o
J
[
3}
’J-
3
,.l-
)]
ct
HE
Q)
cr

7. Conpliance~ Terms of grant agreementc.

e recieved the cash zdvance payment of Baht 562,500 for %ke
psriod of lst Ockober - 3lst Decamber 1986 at =i = end oi October
(It tooi the USAID office one month to prepare the &advance
Z&¥ment  chague since we have sent in the reguest in Novembzy
1686.) xftar that it cook about I month to prozzsss the financial
cocunsnits  and Papr2rs to the rzctor *+o therizz  :tha princizel
invastigater to have pll chargez c¢f aus; aticn on this grantsd
pDreisc: The chezue nzd acctually pesn deposited in *he banr eorn
Dacember 3, 1085 (g==z #ncloszd) 5S¢ by thes 2nd of Decemher Chera
is no n&ed to requss. Icr the newut cash advance sincs we sITill
have 2ezht 410,900 availlable. This would explain the rezson thasz
why we wait until the end of February, 1587 to send in the ne:x:
cash advance payment and the financial s*a-us repors:

7.2 These three parsons were additional hiring to help the
Preoject worl more eifzctively. Since the gasification orocess
rzgulires  ful; technical attendants during opsratior Thie
is  Zus tousness of “he zembustisle gases gan=ra<agd,
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It also reguires 24 hours to finigh one batch of operaticrh.
Thersfore. at laast three shifts are needed to attasip during ea:zh
batch run. These three rersons, ©Polchai, Viboon, =znd Toszarzl
&Y% our Iourth-year chemical engineering studen-s. Ve wil:
definitsiv not hire the persons Wwho are not involved in ~he
Lrojec:t by using USATID money.

7.3 ¥We agree with you that the items (except screen and ‘knot)
you have 1listed should belong to the miscellaneous itexs.
Eowever, our institute rules/regulations classify these items the
Sane cartzgories zs the material and supply. So our secretary has
just feollowed hesr usual routine work. This matter could be done
according to the USAID itemized grant.

7.¢ Practically we are hiring persons by monthly baszis.
However, YOUr suggestion of time table will be used from now 2¢n.

2.1.1 Administravion of Grant Funds

Firezivel, I would SUggsst to vou to study the structura cf
the aaministration and rulas/ragulations that have bezan
éstablished hy the institiece throughiy before making any commen-s
foncerning with our interral control. You have spent only 2 davs
busily going through every single accountant and reimbursmen: o=
the projecr 30 You may not have time to learn about op»
rules.  cullations which in facret they are also under the
TOV T T twlez/regulations,

Ine institute has authorized the principal investigator o
have fFyl: fesponsibility on his/her project. Any justment of
pPurchas=ng ivamsg dealing with tha project could be decided by tha
Principal lnvestigator within the amount of money granted for *rna
projez:. Eventhough the principal investigator has authoricy «4
bay 5ills not grzater than 3aht 35,000, nowever in przectics mrzry
single 5i.1 44 been acknowledged angd signed by the dzzz o¢of
engineering The signature of he Principzal investizzsor
appeared on the bill or reinbursement fornm only shbws the s:z-us
of being “hs lzzdae oI ths project,

Y Instuizute hasg recleved nearly hundred ¢ granis fr--

vernment, noubhliic sactors, and zabpbord over P

zlihoucn izsus to the institute buyr actuellr g:

gir . nZividual depa::menté, frefessors, lectyrsercs whe

are writing thne requests for the grants. The professors and

lectureres are given Prestigs to Carry out their works and having

fell access  of using institnute facilities with cooperation of
other departments.

Thz  rzimbursemant and payment of any purchasings aras
Pexrformed firgt Ly the secretary of indivigyea? departmen-:. Thz
Taz  r= Tszment/payment forps (£ills) =hzp btroceszd fur<nz- - -
tne dec Iz Zor the bills =o D= ackriowleged ang sigcned L Trnz
dzan  if  tha anount ol pavment is urndes Tanht 50,000. over Zans
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50,000, the bills have to be signed by the rectcor of the
institute Finally all the bills will go to the treasury of the
institute Here, all the bills will be recorded and kept in
£iles at the treasury. 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 doudle-checking system on the balance cf project accounts

that is the individual departmental account must be identical
The treasurer also pay the bills if they
the purchesed items over Baht 1,000

the
are cradited bills.
are under credited and
will be issued to the
under Baht 1,000, or
in cash at the time

treasury account.
NHormally,
when the time of payment, 1%
reciever/company.
a few hundred bahts,
of purchasing. This - is also
advance payment which can be reimbursed later with the
The purpose of having cash advance payment is to
flexibility and to accelerate the order of urgent need
$o0 the worx will not be delayed.

AS ycu have suggested “hat the
should by done by the institute. Actuzlly the
the bills, ordering the equipments, financial
ready hanpdled bv_the institute and are confined
routine ruies/regulations. The principal
< then: to carry out
purchase and whzm to hire.

“
@se Lwo categories,
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to
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If the purchased izem is
they normeally are paid
called

cash
treasury.
the
of items

cf grant

process of

recording
our

dicide

e best, So your suggesticns seem to repeat what we are
olny hers at the institute,
£.1.2 Fixed Assets
The institute rules/regulations normally defined the tern
~1xed assets as th2 purchased equipnents/instrumenss that already
come in  pachked ready to use forms. For exampl=, ges
chreratograghy, pXE-meter, cgized reducticn machines. All c¢f these
lt2ms  oust  be registered by the institute according t2 the
governmental rulss/regulitions. In our T2s¢, %the gaszifi=sr zpnd the
cleaning uni=s 7432 nos come in pachi2d Iorm, but they have bpean
Dullt Ul Usin:  cohnsumnable scds. none  of  thsge tvres o
censtruction sguipmente in the insti-uts have bezn given registar
ncr tag numbzrs Dugz to the fact tnat these types cf equipmants
are parts  of  experimental study and they mey be mecdifisg,
dismantlzd tc improve their operating condicions when necessary.
The governm:zntal rules described all the fixed assets as their
£ixed physical conditiens, therefore, any part of them can not be
discardesd.
Howevar, we are Indeed remlized about your concern,
Thzrzlior: é_. ci tnzs:z conmstruosion equipnments will te given
TErpliter niinars ZuT these recordszd regisztratien nunkers  wilil
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