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WHAT THE AUDIT REVIEWED

On September 24, 2021, the U.S, Agency for
International Development (USAID) awarded a

$7.500.000 agreement to || | R
T

_The agreement’'s

purpose vias to I
=———

modified the agreement twice; the
modifications increased the total funding to
$22.500.000 and extended the period of
performance from September 30, 2022,
through March 31, 2023.

SIGAR’s financial audit, performed by Conrad
LLP (Conrad), reviewed $22 500,000 in costs
charged to the agreement from August 1, 2021,
through March 31, 2023. The objectives of the
audit were 10 (1) identify and report on material
weaknesses or significant deficiencies in i
internal controls related to the award; 2) identify
and report on instances of material
noncompliance with the terms of the
agreement and applicable laws and regulations,
including any potential fraud or abuse;

3) determine and report on whether[Jjjj has
taken corrective action on prior findings and
recommendations; and (4) express an opinion
on the fair presentation of ] Srecial
Purpose Financial Statement (SPES). See
Conrad’s report for the precise audit objectives.

In contracting with an independent audit firm
and drawing from the results of the audit,
auditing standards require SIGAR to review the
work performed. Accordingly, SIGAR oversaw
the audit and reviewed its results. Our review
disclosed no instances wherein Conrad did not
comply, in all material respects, with generally
accepted government auditing standards
issued by the Comptroller General of the United
States.

June 2024

SIGAR 24-25-FA

WHAT SIGAR FOUND

Conrad identified one material weakness and five significant deficiencies in
- internal controls and six instances of noncompliance with the terms of the
agreement. Conrad found that- charged costs based on the proposed
budget estimate and did not provide any supporting documentation to show
that actual shared costs (costs that are shared among different programs
including salaries) were reasonable and equitably allocated across programs.
During testing of other direct costs, Conrad also found that- did not perform
a competitive bid analysis before selecting the money transfer agency for the
transferring of funds to Afghanistan. Fur’thermore,- did not sufficiently review
and monitor costs charged 1o the program by its subawardees, resulting in
unsupported questioned costs. SIGAR notified- of the deficiencies and
compliance issues prior to publication of this report.

Because of the deficiencies in internal controls and the instances of
noncompliance, Conrad identified $1.831.710 in total questioned costs. The
questioned costs consisted of $1,820,404 in unsupported costs—costs not
supported with adequate documentation or that did not have required prior
approvals or authorizations—and $11,306 in ineligible costs—costs prohibited
by the task order and applicable laws and regulations.

Total Questioned

Category Ineligible  Unsupported Costs

Salaries $0 $275,189 $275,189
Travel and transport ~ $1.772 $27.093 $28.865
Program supplies - $0___ _$5_91,13_5 3__559 1,135
Subawards and contracts $8,518 $206,564 $215.082
Other direct costs $300 $605,154 $605,454
Indirect costs $716 $115.269 $115985
Total costs $11,306 $1,820,404 $1.831,710

Conrad identified three prior audit reports that were relevant to [ activities.
The reports contained 11 findings that could have a material effect on the SPFS
or other financial data significant to the audit objectives. Conrad conducted
follow-up procedures and concluded that- had taken adequate corrective
action on 6 of the 11 findings. Conrad noted that the issues associated with the
five unaddressed prior findings were repeated under this audit.

Conrad issued a modified opinion on the fairness of ] SPFS due to the
aggregate amount of questioned costs that are material.

WHAT SIGAR RECOMMENDS

Based on the results of the audit, SIGAR recommends that the responsible
agreement officer at USAID:

1 Determine the allowability of and recover, as appropriate,
$1,831.710 in questioned costs identified in the report.

2. Advise ] to address the report’s six internal control findings.
3. Advise ] to address the report’s six noncompliance findings.

For more information, contact SIGAR Public Affairs at (703) 545-5974 or sigar.pentagon.ccr.mbx.public-affairs@mail.mil.



June 3, 2024

The Honorable Samantha Power
Administrator, U.S. Agency for International Development

Mr. Joel Sandefur
Mission Director, U.S. Agency for International Development

We contracted with Conrad LLP (Conrad) to audit the costs incurred by ||| EGTGTNGNEEEE

under an agreement awarded by the U.S. Agency for International Development (USAID) to support the |||

I 11> o¢rcerment’s purpose was to I

Conrad reviewed $22,500,000 in costs charged to the agreement from August 1, 2021, through March 31, 2023.
Our contract with Conrad required that the audit be performed in accordance with generally accepted government
auditing standards issued by the Comptroller General of the United States.

Based on the results of the audit, SIGAR recommends that the agreement officer at USAID:

1. Determine the allowability of and recover, as appropriate, $1,831,710 in questioned costs identified in
the report.

2. Advise ] to address the report’s six internal control findings.
3. Advise ] to address the report’s six noncompliance findings.

Conrad discusses the results of the audit in detail in the attached report. We reviewed Conrad’s report and

related documentation. We also inquired about Conrad’s conclusions in the report and the firm’s compliance with
applicable standards. Our review, as differentiated from an audit of the financial statements in accordance with
U.S. generally accepted government auditing standards, was not intended to enable us to express, and we do not
express, an opinion on- Special Purpose Financial Statements, or conclusions about the effectiveness of
internal control over financial reporting or on compliance with laws and other matters. Conrad is responsible for
the attached auditor’s report, dated March 15, 2024, and the conclusions expressed therein. However, our review
disclosed no instances in which Conrad did not comply, in all material respects, with generally accepted
government auditing standards issued by the Comptroller General of the United States.

Please provide documentation related to corrective actions taken and/or target dates for planned completion for
the recommendations to sigar.pentagon.audits.mbx.recommendation-followup@mail.mil, within 60 days from the
issue date of this report.

John F. Sopko
Special Inspector General
for Afghanistan Reconstruction

(F-274)

1 The agreement number is || | | EGTGTcTcTNGG



Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No. H
Awarded by the United States Agency for International Development

For the Period of August 1, 2021, through March 31, 2023
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Conrad’

March 22, 2024

Board of Directors

Special Inspector General for Afghanistan Reconstruction
2530 Crystal Drive
Arlington, VA 22202

Conrad LLP (Conrad or we) hereby provides to you our final report, which reflects results from the
procedures we completed during our audit of Special Purpose
Financial Statement under Grant Agreement No.

On January 16, 2024, we provided the Special Inspector General for Afghanistan Reconstruction (SIGAR)
with a draft report reflecting our audit procedures and results. F received a copy of the report on
January 31, 2024 and provided written responses subsequent thereto. These responses have been
considered in the formation of the final report, along with the written and oral feedback provided by the
Special Inspector General for Afghanistan Reconstruction and responses and our corresponding
auditor analysis are incorporated into this report following our audit reports.

Thank you for providing us with the opportunity to work with you, and to conduct the audit of this
agreement.

Sincerely,

Wor e

Sam Perera, CPA, CFE, CITP, CGMA
Partner



Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

For the Period of August 1, 2021, through March 31, 2023

Background

On September 24, 2021, the United States Agency for International Development (USAID), Office of U.S.
Foreign Disaster Assistance (OFDA) awarded Grant Agreement No.

g combine
eace to create the Bureau of Humanitarian Assistance (BHA).

The purpose of the Program was to contribute to reducing mortality and morbidity in the targeted
rovinces of Afghanistan. Working through a consortium with# and the
m, aimed to maximize the sectoral and geographical scope of the
integrated approach that pariners implement separately, and to enhance the quality and impact of the
partners’ humanitarian action by combining resources, complementary expertise, and access.

intervention included, among other activities, the extension of quality health care services, including
primary healthcare and ; the provision of emergency
life-saving trauma care; the extension of access to safe drinking water; and health care system support

through rehabilitation of identified healthcare facilities. stated objectives for the Program are as
follows:

e To contribute to a reduction in mortality and morbidity by increasing access, coverage, use, and
quality of basic primary health care services, including trauma care.

e To contribute to a reduction in mortality and morbidity by increasing access, coverage, use, and
quality of Integrated Management of Acute Malnutrition.

e To provide life-saving protection assistance in a timely and efficient manner.

¢ To contribute to a reduction in mortality and morbidity by increasing access, coverage, use, and
quality of water, and sanitation and hygiene services.

e To contribute to a reduction in mortality and morbidity by providing basic livelihoods restoration to
vulnerable households affected by violence, conflict, and natural disasters.

The initial award amount was $7,500,000, for the period of performance from August 1, 2021, through
September 30, 2022. Two modifications were made to the agreement which increased the total funding
to $22,500,000 and extended the period of performance from September 30,2022 through March 31,
2023. See the Summary of Agreement below.



Financial Audit of the Special Purpose Financial Statement for

I o Afghanistan

For the Period of August 1, 2021, through March 31, 2023

Summary of Agreement

Original Budget and Period of Modified Budget and Period of
Performance Performance
Agreement Number . .
A?);?;’\‘;‘ | Start End No. of Ap';'f;'e 4  End
Budget ($) Date Date Maodifications Budget ($) Date

_ $7,500,000 08/01/21 09/30/22 2 $22,500,000 03/31/23

* - Indicates the award is a close-out.

-is a non-profit, non-governmental organization headquartered in -Works in Africa, Asia,

Europe. and the Middle East. and

Work Performed

Conrad LLP (Conrad) was engaged by the Office of the Special Inspector General for Afghanistan
Reconstruction (SIGAR) to conduct a financial audit of the agreement, as mentioned above, of |}
Special Purpose Financial Statement (SPFS) for revenue received and costs incurred under the
agreement totaling $22,500,000 for the period of performance from August 1, 2021, through March 31,
2023.

Objectives, Scope, and Methodology

Audit Objectives

The objectives of the audit of the aforementioned agreement include the following:

e Special Purpose Financial Statement — Express an opinion on whether -SPFS for the
agreement presents fairly, in all material respects, the revenues received, cosis incurred, items
directly procured by the U.S. Government, and the balance for the period audited in conformity
with the terms of the agreement and generally accepted accounting principles or other
comprehensive basis of accounting.

(Continued)



Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

For the Period of August 1, 2021, through March 31, 2023

e [nternal Controls — Evaluate and obtain sufficient understanding of internal controls related to
the agreement, assess control risk, and identify and report on significant deficiencies including
material internal control weaknesses.

e Compliance — Perform tests to determine Whether! complied, in all material respects, with the
agreement requirements and applicable laws and regulations; and identify and report on
instances of material noncompliance with terms of the agreement and applicable laws and
regulations, including potential fraud or abuse that may have occurred.

e Corrective Action on Prior Findings and Recommendations — Determine and report on whether
- has taken adequate corrective action to address findings and recommendations from
previous engagements that could have a material effect on the SPFS or other financial data
significant to the audit objectives.

Scope

The scope of this audit included all revenue received and costs incurred during the period of August 1,
2021, through March 31, 2023, totaling $22,500,000 under the agreement. Our testing of the indirect cost
charged to the agreement was limited to determining that the indirect cost was calculated using the
correct revised negotiated indirect cost rates or provisional indirect cost rates, as applicable for the given
fiscal year, as approved in the Negotiated Indirect Cost Rate Agreement (NICRA) and subsequent
applicable amendments.

Audit Methodology

In order to accomplish the objectives of this audit, we designed our audit procedures to include the
following:

Entrance Conference

An entrance conference was held on July 25, 2023, with representatives of Conrad, SIGAR, and
USAID/BHA participating via conference call. The purpose of the entrance conference was to discuss
the nature, timing, and extent of the audit work to be performed, establish key contacts throughout the
engagement, and schedule status briefings. We also discussed the timeframe for the completion of the
audit.

Planning

During our planning phase, we performed the following:

e Obtained an understanding of . The scope of our audit includes management and
employees, internal and external factors that affect operations, and accounting policies and

(Continued)



Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

For the Period of August 1, 2021, through March 31, 2023

procedures. We gained an understanding of through interviews, observations, and reading
policies and procedure manuals. We interviewed top management and employees responsible
for significant functions and/or programs. In addition, we reviewed the following:

o Grant Agreement and modifications.

o Any regulations that are specific to the agreement’s requirements, such as 2 CFR 200
Subpart E Cost Principles, 22 CFR 228 Rules for Procurement of Commodities and
Services Financed by USAID, Cost Principles, and Audit Requirements for Federal
Awards, USAID Automated Directives System (ADS) Chapter 310, Source and Nationality
Requirements for Procurement of Commodities and Services Financed by USAID.

o Audited financial statements.

o Previous SIGAR and USAID financial audit reports.

o Close-out requirements and evidence supporting close-out procedures performed.

Financial reconciliation — obtained and reviewed all financial reports submitted during the audit
period and reconciled these reports to the accounting records to ensure all costs are properly
recorded.

Special Purpose Financial Statement

In reviewing the SPFS, we performed the following:

Reconciled the costs on the SPFS to the agreement, and the applicable general ledgers;

Documented procedures associated with controlling funds, including bank accounts and bank
reconciliations;

Traced receipt of funds to the accounting records;

Sampled and tested the costs incurred to ensure the costs were allowable, reasonable, and
allocable to the agreement;

Reviewed personnel costs to ensure they were supported, authorized, reasonable, and allowable;
and

Recalculated the indirect cost using the approved provisional and final negotiated indirect cost
rates to ensure that they were accurately applied.

Internal Controls Related to the Agreement

We reviewed internal controls related to the agreement to gain an understanding of the
implemented system of internal control to obtain reasonable assurance of - financial reporting

(Continued)



Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

For the Period of August 1, 2021, through March 31, 2023

function and compliance with applicable laws and regulations. This review was accomplished through
interviews with management and key personnel, reviewing policies and procedures, and identifying key
controls within significant transaction cycles and testing those key controls.

Compliance with the Agreement Requirements and Applicable Laws and Reqgulations

We performed tests to determine whether complied, in all material respects, with the agreement
requirements, 2 CFR 200, 22 CFR 228, AD apter 310, and any other applicable laws and regulations.
We also identified and reported on instances of material noncompliance with terms of the agreement and
applicable laws and regulations, including potential fraud or abuse that may have occurred.

Corrective Action on Prior Findings and Recommendations

We requested prior audit reports, engagements, or assessments from , SIGAR and USAID/BHA, as
well as conducted a search online of various governmental websites 10 determine if there were any
findings and recommendations that could have a material effect on - SPFS. See the Status of Prior
Audit Findings section on page 45.

Exit Conference

An exit conference was held on December 14, 2023, via conference call. Participants included
representatives from Conrad, Sub awardees, SIGAR, and USAID/BHA. During the exit
conference, we discussed the preliminary results of the audit and reporting process.

Summary of Results
We have summarized the details of these results in the Findings and Questioned Costs subsection below.
Our summary is intended to present an overview of the audit results and is not intended to be a

representation of the audit results in their entirety.

Auditor’'s Opinion on the SPFS

Conrad issued a modified opinion on the fairness of the presentation of the SPFS due to the aggregated
questioned costs which are material to the SPFS.

We identified $1,831,710 in total questioned costs, which comprised $11,306 in ineligible costs and
$1,820,404 in unsupported costs. Ineligible costs are explicitly questioned because they are
unreasonable, prohibited by the agreement’s provisions or applicable laws and regulations, or not related
to the agreement. Unsupported costs are not supported with adequate documentation or did not have
required prior approvals or authorizations.

(Continued)



Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

f Afghanistan

For the Period of August 1, 2021, through March 31, 2023

Internal control findings were classified as a deficiency, a significant deficiency, or a material weakness
based on their impact on SPFS. In situations in which control and compliance findings pertained to
the same matter, the findings were consolidated within a single finding.

In performing our testing, we considered whether the information obtained during our testing resulted in
either detected or suspected material fraud, waste, or abuse, which would be subject to reporting under
Government Auditing Standards.

Internal Controls

Our audit identified six (6) internal control findings. One (1) internal control finding is considered to be a
material weakness and five (5) internal control findings are considered to be significant deficiencies. See
Independent Auditor’s Report on Internal Control on page 18.

Compliance

The results of our testing identified six (6) instances of noncompliance. See the Independent Auditor’s
Report on Compliance on page 20.

In performing our testing, we considered whether the information obtained during our testing resulted in
either detected or suspected material fraud, waste, or abuse, which would be subject to reporting under

Government Auditing Standards. There were no instances of fraud or alleged fraud identified.

AT 24,2 Cumulative
Finding Na_tur_e of Matter Ineligible Unsupported Questioned
Number Finding Costs Costs

Cost
Internal
Control — - based costs on budget
Material estimates and lacked an
2024-01 | \weakness equitable allocation $ - | $1.239.063 $1.239,063
and Non- methodology
compliance
Internal Funds transfers services
Control - were not procured and
Significant were not sufficiently
2024-02 Deficiency | documented to i) 331,917 1,570,980
and Non- demonstrate it was related
compliance | to this Program.

(Continued)




Financial Audit of the Special Purpose Financial Statement for

Grant Agreement No.

For the Period of August 1, 2021, through March 31, 2023

Internal
Control —

ghodg, [ SISHIREant | nSuRcert subaerd 9,094 220,529 1,800,603
Deficiency monitoring
and Non-
compliance
Internal
gior:;:‘_?;;_]t Travel costs charged to the

2024-04 an Program were not - 23,313 1,823,916
Deficiency b
SR bere sufficiently supported
compliance
Internal
Control —

. Significant | Ineligible costs were .

gerip Deficiency charged to the Program 2248 Laagiee
and Non-
compliance
Internal
Control — Inconsistent foreign

o004-0g | Significant | exchange rates were used 1 5582 1,831,710
Deficiency to incur costs billed to
and Non- USAID
compliance

Total Questioned Costs $ 11,306 $ 1,820,404 $ 1,831,710

(Continued)




Financial Audit of the Special Purpose Financial Statement for

For the Period of August 1, 2021, through March 31, 2023

Review of Prior Findings and Recommendations

We requested copies of prior audit reports and engagements from , SIGAR, and USAID/BHA
pertinent toq activities under the agreement. We identified three (3) prior audit reports that contained
11 findings and recommendations that could have a material effect on the SPFS or other financial data
significant to the audit objectives. We conducted follow-up procedures which included a discussion with
the management, reviewing evidence of revised policies and procedures or other applicable
recommended actions, and performing tests of the similar areas surrounding these issues during our
audit. We concluded that had taken adequate corrective actions on six (6) of the 11 findings and the
other five (5) findings were not adequately addressed and are repeated under this audit. See Status of
Prior Audit Findings on page 45 for a detailed description of the prior findings and recommendations.

Summary of- Responses to Findings

The following represents a summary of the responses provided by to the findings identified in this
report (the complete responses received can be found in Appendix A 10 this report):

(1) Finding 2024-01: [ disagreed with this finding and noted that [JjjjJj allocation methodology is
equitable and transparent.

(2) Finding 2024-02: disagreed with this finding and noted that competitive bid analysis could
not be maintained due to safety concerns and fund transfers are done from a cash pooling system.

(3) Finding 2024-03: - disagreed with this finding and provided responses from their sub
awardees.

(4) Finding 2024-04: ] disagreed with this finding and noted that [Jjjjjjj Expatriate Guide does not
require a travel request form.

(5) Finding 2024-05: - disagreed with this finding and noted the transactions identified as
duplicates were for two different lease agreements.

(6) Finding 2024-06: PUI disagreed with this finding and noted that foreign exchange rates are
calculated using the monthly exchange rate from three different sources. In addition, -
disagreed with the currency conversion issue and noted that the devaluation of local currency
made it impossible to fix a price in AFN for more than a few days or week.

(Continued)



Conrad’

INDEPENDENT AUDITOR’S REPORT
ON THE SPECIAL PURPOSE FINANCIAL STATEMENT

Board of Directors

Special Inspector General for Afghanistan Reconstruction
2530 Crystal Drive
Arlington, Virginia 22202

Report on the Special Purpose Financial Statement

We have audited the accompanying Special Purpose Financial Statement ofm
and the related notes to the Special Purpose Financial Statement, wi

respect to the Grant Agreement No. (Agreement) awarded by the United

In our opinion, except for the possible effects of the matter described in the Basis for Qualified
Opinion paragraph, the Special Purpose Financial Statement referred to above presents fairly, in
all material respects, the respective revenue received, costs incurred, and balances for the
indicated period of August 1, 2021 through March 31, 2023, in accordance with the terms of the
Agreement and requirements provided by the Office of Special Inspector General for Afghanistan
Reconstruction (SIGAR).

Basis for Qualified Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the
Special Purpose Financial Statement section of our report. We are required to be independent of

and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

We identified $1,831,710 in aggregated questioned costs resulting from the material weakness,
and significant deficiencies in internal controls and non-compliance with the terms and conditions
of the Agreement. The total questioned cost amount is considered material to the Special Purpose
Financial Statement.

(Continued)
. T



Basis of Presentation and Accounting

We draw attention to Note 1 and Note 2 (a) to the Special Purpose Financial Statement, which
describes the basis of presentation and the basis of accounting. As described in Note 1 to the
Special Purpose Financial Statement, the statement is prepared by on the basis of the
requirements provided by SIGAR, which is a basis of accounting other than accounting principles
generally accepted in the United States of America. Our opinion is not modified with respect to
this matter.

Responsibilities of Management for the Special Purpose Financial Statement

Management is responsible for the preparation and fair presentation of the Special Purpose
Financial Statement in accordance with the requirements provided by the Office of the Special
Inspector General of Afghanistan Reconstruction. Management is also responsible for the design,
implementation, and maintenance of internal controls relevant to the preparation and fair
presentation of the Special Purpose Financial Statement that it is free from material misstatement,
whether due to fraud or error.

Auditor’'s Responsibilities for the Audit of the Special Purpose Financial Statement

Our objectives are to obtain reasonable assurance about whether the Special Purpose Financial
Statement as a whole is free from material misstatement, whether due to fraud or error, and to
issue an auditor’'s report that includes our opinion. Reasonable assurance is a high level of
assurance but is not absolute assurance, and therefore is not a guarantee that an audit conducted
in accordance with generally accepted auditing standards and Government Auditing Standards
will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in
the aggregate, they would influence the judgment made by a reasonable user based on the
financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government
Auditing Standards, we:

o Exercise professional judgment and maintain professional skepticism throughout the audit.

o |dentify and assess the risks of material misstatement of the Special Purpose Financial
Statement, whether due to fraud or error, and design and perform audit procedures
responsive to those risks. Such procedures include examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of- internal control. Accordingly, no such
opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

(Continued)
-10 -



We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our reports dated March
15, 2024 on our consideration of internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, terms of the Agreement, and other
matters. The purpose of these reports is to describe the scope of our testing of internal control
over financial reporting and compliance, and the results of that testing, and not to provide an
opinion on internal control over financial reporting or on compliance. Those reports are an integral

art of an audit performed in accordance with Government Auditing Standards in considering
i internal control over financial reporting and compliance.

Restriction on Use

This report is intended for the information ofq, the United States
Agency for International Development’'s Humanitarian Assistance Bureau and Office of United States
Foreign Disaster Assistance, and the Special Inspector General for Afghanistan Reconstruction
(SIGAR) and is not intended to be and should not be used by anyone other than these specified
parties. The financial information in this report may be privileged. The restrictions of 18 U.S.C.
1905 should be considered before any information is released to the public. However, subject to
applicable laws, this report may be released to the United States Congress and the public by
SIGAR in order to provide information about programs and operations funded with amounts
appropriated or otherwise made available for the reconstruction of Afghanistan.

Lake Forest, California
March 15, 2024

(Continued)
-11 -



Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

For the Period of August 1, 2021, through March 31, 2023

Special Purpose Financial Statement

Questioned Costs

Budget Actual Ineligible Unsupported Total
Revenues:

Agreement ||  £22500000 $22500000 § - § - $ -
Total revenues 22.500.000 22.500.000 - - -
Costs incurred:

Salaries 4,393,845 3,869,663 & 275,189 275,189

Fringe Benefits Zm - - -

Travel and Transport 7 243, 1.2 27,093 28,865

Equipment at or above $5,000 138,811 60,015 - - -

Program Supplies 4,840,113 5,141,335 - 591,135 591,135

Sub-awards and Contracts 10,453,788 10,450,506 8,518 206,564 215,082

Other Direct Costs 998,315 1,297,215 300 605,154 605,454

Indirect Costs " e 716 115260 __115.985

Total costs incurred $ 22,500,000 $ 22,500,000 $ 11,306  $1.820404 $1.831.710

Outstanding fund balance 3 - 3 z

See Notes to the Special Purpose Financial Statement and Notes to Questioned Costs Presented on the Special
Purpose Financial Statement

2=

(B)
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Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

For the Period of August 1, 2021, through March 31, 2023

Notes to Special Purpose Financial Statement’

(1)

(2)

(3)

Basis of Presentation

The accompanying Special Purpose Financial Statement (the Statement) includes costs incurred
under Grant No. %fer the period August 1, 2021, to March 31, 2023, with pre-
award costs approved from . Because the Statement presents only a selected portion of

the operations of , it is not intended to, and does not present the financial position, changes
in net assets, or cash flows of . The information in this Statement is presented in accordance
with the requirements specified by the Office of the Special Inspector General for Afghanistan
Reconstruction (SIGAR) and is specific to the aforementioned Grant Agreement
d Therefore, some amounts presented in this Statement may differ from

amounts presented In, or used in the preparation of, the basic financial statements.

Summary of Significant Accounting Policies

a. Basis of Accounting

Expenditures and revenue reported on the Statement are on the cash basis of accounting,
and amounts are presented per the terms of the grant agreement. Such expenditures are
recognized following cost principles contained in 2 CFR 200 Subpart E, wherein certain types
of expenditures are not allowable or are limited as to reimbursement.

b. Foreign Currency Conversion Method

The Statement contains expenses translated into US dollars (USD). All expenses are
converted into USD by using a calculated exchange rate, as per accounting practices.

exchange rate calculation method is detailed in the Finance Procedure Manual in
chapter 3.6.

Revenues
Revenues on the Statement represent the amount of funds received from USAID between

August 1, 2021, and March 31, 2023, for a total amount of $22,500,000 for allowable and eligible
costs incurred under the agreement.

1The Notes to the Special Purpose Financial Statement are the responsibility of-

(Continued)
-43=



Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

For the Period of August 1, 2021, through March 31, 2023

Notes to Special Purpose Financial Statement’

(4)

)

(6)

(7

(8)

Cost Incurred by Budget Category

The budget categories and associated amounts presented reflect the budget line items presented
within the final, approved contract budget adopted as Grant No. H dated

09/27/2021.

Outstanding Balance

The outstanding fund balance presented on the Statement represents the difference between
revenues received and costs incurred such that an amount greater than $0 would reflect that
revenues have been earned that exceed the costs incurred or charged to the award and an
amount less than $0 would indicate that costs have been incurred.

Program Status

Agreement NO.M is now closed. The period of performance for the agreement
expired on Mar ; ]

Indirect Cost

- has an approved NICRA which establishes the following indirect cost rates:

Type EFFECTIVE PERIOD INDIRECT COST RATES
From Through Overhead
Provisional 1/1/2021 12/31/2021
Provisional 1/1/2022 Until Amended

Subsequent Events

has performed an analysis of the activities and transactions subsequent to the August 1,
1, through March 31, 2023, period covered by the Statement. Management has performed
their analysis through March 15, 2024.

1The Notes to the Special Purpose Financial Statement are the responsibility of-.

(Continued)
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Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

(0] ghanistan

For the Period of August 1, 2021, through March 31, 2023

Notes to Questioned Costs Presented on the Special Purpose Financial Statement?

(A) Salaries

reported a total of $3,869,663 for Salaries for the period of August 1, 2021, through March 31,
3.

During our testing of Salaries, we noted costs were allocated based on a methodology using
budget projections and total funding from different donors, resulting in unsupported Salaries costs
of $275,189. See Finding No. 2024-01 in the Schedule of Findings and Questioned Costs section
of this report.

(B) Travel and Transport

F reported a total of $248,284 for Travel and Transport for the period of August 1, 2021, through
arch 31, 2023.

During our testing of Travel and Transport, we noted the following:

e Costs were allocated based on a methodology using budget projections and total funding
from different donors, resulting in unsupported Travel and Transport costs of $5,256. See
Finding No. 2024-01 in the Schedule of Findings and Questioned Costs section of this
report.

e Costs incurred lacked sufficient documentation to support the costs charged to the
Program, resulting in unsupported Travel and Transport costs of $21,837. See Finding
No. 2024-04 in the Schedule of Findings and Questioned Costs section of this report.

¢ Ineligible costs, such as penalties, were charged to the Program, resulting in ineligible
Travel and Transport costs of $1,772. See Finding No. 2024-05 in the Schedule of
Findings and Questioned Costs section of this report.

The issues identified above resulted in a total questioned Travel and Transport of $28,865,
consisting of $27,093 in unsupported costs and $1,772 in ineligible costs.

(C) Program Supplies

F reported a total of $5,141,335 for Program Supplies for the period of August 1, 2021, through
arch 31, 2023.

2 The Notes to Questioned Costs presented on the Special Purpose Financial Statement were prepared by the auditor for
informational purposes only and as such are not part of the audited Special Purpose Financial Statement.

(Continued)
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Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

Lifesaving Integrated Health, Nutrition, Protection, and Water, Sanitation, and H

of Afghanistan

For the Period of August 1, 2021, through March 31, 2023

Notes to Questioned Costs Presented on the Special Purpose Financial Statement?

(D)

(E)

During our Program Supplies, we noted the following:

o Costs were allocated based on a methodology using budget projections and total funding
from different donors, resulting in unsupported Program Supplies costs of $587,500. See
Finding No. 2024-01 in the Schedule of Findings and Questioned Costs section of this
report.

e Costs incurred lacked sufficient documentation for verification and recalculation of the
average exchange rate, resulting in unsupported Program Supplies costs of $3,635. See
Finding No. 2024-06 in the Schedule of Findings and Questioned Costs section of this
report.

The issues identified above resulted in total questioned Program Supplies costs of $591,135,
consisting of $591,135 in unsupported costs.

Sub-awards and Contracts

reported a total of $10,450,506 for Sub-awards and Contracts for the period of August 1, 2021,
through March 31, 2023.

During our testing of Sub-award and Contracts, we noted costs incurred to the Program by Sub-
awardee 1 and Sub-awardee 2 were not sufficiently monitored by - resulting in unsupported
Sub-awards and Contracts costs of $206,564 and ineligible Sub-awards and Contracts of $8,518.
See Finding No. 2024-03 in the Schedule of Findings and Questioned Costs section of this report.

The issues identified above resulted in a total questioned Sub-award and Contracts of $215,082,
consisting of $206,564 in unsupported costs and $8,518 in ineligible costs.

Other Direct Costs

reported a total of $1,297,215 for Other Direct Costs (ODC) for the period of August 1, 2021,
through March 31, 2023.

During our testing of Other Direct Costs, we noted the following:

o Costs were allocated based on a methodology using budget projections and total funding
from different donors, resulting in unsupported Other Direct Costs of $292,661. See

2 The Notes to Questioned Costs presented on the Special Purpose Financial Statement were prepared by the auditor for
informational purposes only and as such are not part of the audited Special Purpose Financial Statement.
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Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

(0] ghanistan

For the Period of August 1, 2021, through March 31, 2023

Notes to Questioned Costs Presented on the Special Purpose Financial Statement?

Finding No. 2024-01 in the Schedule of Findings and Questioned Costs section of this
report.

e Costs incurred lacked sufficient documentation to support the fund transfer fees charged
to the Program. Additionally, did not provide the competitive bid analysis for the money
transfer agency that was paid the fund transfer fees, resulting in unsupported Other Direct
Costs of $310,900. See Finding No. 2024-02 in the Schedule of Findings and Questioned
Costs section of this report.

¢ Ineligible costs, such as penalties were charged to the Program, resulting in ineligible Other
Direct Costs of $300. See Finding No. 2024-05 in the Schedule of Findings and
Questioned Costs section of this report.

e Costs were overcharged to the Program because applied foreign exchange conversion
to costs that should not be converted, resulting in unsupported Other Direct Costs of
$1,593. See Finding No. 2024-06 in the Schedule of Findings and Questioned Costs
section of this report.

The issues identified above resulted in a total questioned Other Direct Costs of $605,454,
consisting of $605,154 in unsupported costs and $300 in ineligible costs.

(F) Indirect Costs

F reported a total of | ij for Indirect Costs for the period of August 1, 2021, through
arch 31, 2023.

The indirect costs associated with questioned costs identified in Notes A, B, C, D and E above
resulted in total unsupported indirect costs of $115,269 and total ineligible indirect costs of $716.
This resulted in total questioned indirect costs of $115,985.

2 The Notes to Questioned Costs presented on the Special Purpose Financial Statement were prepared by the auditor for
informational purposes only and as such are not part of the audited Special Purpose Financial Statement.
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Conrad’

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
Board of Directors

Special Inspector General for Afghanistan Reconstruction
2530 Crystal Drive
Arlington, Virginia 22202

We have audited, the Special Purpose Financial Statement (Statement) and related notes to the
Statement, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditin
Standards issued by the Comptroller General of the United States, by

under Grant Agreement No.

ghanistan for the period of Augus roug ; . We have Issued our report
thereon dated March 15, 2024 with a modlf ed opinion.

Internal Control over Financial Reporting

In planning and performing our audit of the Special Purpose Financial Statement for the period of
August 1, 2021 through March 31, 2023, we considered internal control over financial
reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the Special Purpose Financial
Statement, but not for the purpose of expressing an opinion on the effectiveness of internal
control. Accordingly, we do not express an opinion on the effectiveness of- internal control.

Qur consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant
deficiencies may exist that were not identified. However, as described in the accompanying
schedule of findings and questioned costs, we identified certain deficiencies in internal control
that we consider to be material weakness and significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected, on a timely basis. We considered the deficiency described in the

(Continued)
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accompanying Schedule of Findings and Questioned Costs, as Finding 2024-01 to be a material
weakness.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is
less severe than a material weakness, yet important enough to merit attention by those charged
with governance. We consider the deficiencies described in the accompanying Schedule of
Findings and Questioned Costs as Findings 2024-02, 2024-03, 2024-04, 2024-05, and 2024-06
to be significant deficiencies.

Il Response to Findings

- response to the findings identified in our audit is included verbatim at the Appendix A.
response was not subjected to the auditing procedures applied in the audit of the Special Purpose
Financial Statement, and accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control, and the
result of that testing, and not to provide an opinion on the effectiveness of PUI's internal control.
This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity’s internal control. Accordingly, this communication is not
suitable for any other purpose.

Restriction on Use

This report is intended for the information of |GGG < United States
Agency for International Development’'s Humanitarian Assistance Bureau and Office of United States
Foreign Disaster Assistance, and the Special Inspector General for Afghanistan Reconstruction
and is not intended to be and should not be used by anyone other than these specified parties.
The financial information in this report may be privileged. The restrictions of 18 U.S.C. 1905,
should be considered before any information is released to the public. However, subject to
applicable laws, this report may be released to Congress and to the public by SIGAR in order to
provide information about programs and operations funded with amounts appropriated or
otherwise made available for the reconstruction of Afghanistan.

Lake Forest, California
March 15, 2024

(Continued)
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Conrad’

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
Board of Directors

Special Inspector General for Afghanistan Reconstruction
2530 Crystal Drive
Arlington, Virginia 22202

We have audited, the Special Purpose Financial Statement (Statement) and related notes to the
Statement, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditin
Standards issued by the Comptroller General of the United States, by

under Grant Agreement No. Agreement

ghanistan, for the period of August 1, throug i . We have Issued our report
thereon dated March 15, 2024 with a modified opinion.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether — Special Purpose Financial
Statement is free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, and the aforementioned Agreement, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed six
(6) instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards and which are described in the accompanying Schedule of
Findings and Questioned Costs as Findings 2024-01, 2024-02, 2024-03, 2024-04, 2024-05, and
2024-06.

[l Response to Findings

response to the findings identified in our audit is included verbatim at the Appendix A. -
response was not subjected to the auditing procedures applied in the audit of the Special Purpose
Financial Statement, and accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of compliance, and the
results of that testing, and not to provide an opinion on compliance. This report is an integral part

(Continued)
-20-



of an audit performed in accordance with Government Auditing Standards in considering the
entity’s compliance. Accordingly, this communication is not suitable for any other purpose.

Restriction on Use

This report is intended for the information ofq, the United States
Agency for International Development’'s Humanitarian Assistance Bureau and Office of United States
Foreign Disaster Assistance, and the Special Inspector General for Afghanistan Reconstruction
and is not intended to be and should not be used by anyone other than these specified parties.
The financial information in this report may be privileged. The restrictions of 18 U.S.C. 1905
should be considered before any information is released to the public. However, subject to
applicable laws, this report may be released to Congress and to the public by SIGAR in order to
provide information about programs and operations funded with amounts appropriated or
otherwise made available for the reconstruction of Afghanistan.

Lake Forest, California
March 15, 2024

(Continued)
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Financial Audit of the Special P ' ' ent for
Grant Agreement No.

gnanistan

For the Period of August 1, 2021, through March 31, 2023

Schedule of Findings and Questioned Costs

Finding 2024-01: -charged costs to the Program based on budget estimates and lacked an
equitable allocation methodology

Nature of Finding: Internal Control — Material Weakness and Non-Compliance

Condition: Conrad tested a combined 499 out of 29,487 transactions in the Salaries, Travel and
Transport, Program Supplies, and the Other Direct Costs (ODC) cost categories representing $2,585,696
out of a total of $10,556,497 for these transactions to determine if the costs incurred under the Program
were reasonable, adequately supported, allowable and properly approved. For costs that are shared
among different programs in Afghanistan including salaries and other costs, -charged costs based on
the proposed budget estimates. However, -did not provide any supporting documentation showin
that actual shared costs incurred were accurate and/or the costs were based on an actual level of effort.
was unable to demonstrate that it had a reasonable and equitable allocation methodology to adequately
charge shared costs across programs. Due to the lack of supporiing documentation, we determined the
following unsupported costs:

SPFS Cost Category Number of Instances Unsupported Costs
Salaries 325 $ 275,189
Travel and Transport 5 5,362
Program Supplies 1 587,500
Other Direct Costs 2L 294 254

Total: 357 $ 1,162,305

Criteria:

-Procedure for the Allocation of Shared Costs, Section 1, states in part:
“Allocation keys allow expenses to be allocated to donors up to a certain amount determined
when the budgets are created. For a specific budget line, the calculation of this amount is

based on fair allocation and can be traced back to the estimated total amount to be spent. ..

The numerator is calculated based on the budget of Aid for the project for which the key is
being calculated...

The denominator is calculated based on the sum of the budgets of Aid for the projects affected
by the cost to which the key applies (in other words the projects that will support the expense).”

.Finance Procedures Manual, Section 7, Allocation of Shared Costs, states in part:

(Continued)



Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

For the Period of August 1, 2021, through March 31, 2023

Schedule of Findings and Questioned Costs (Continued)

“Defining an allocation method for shared costs allows us to distribute across budgets expenses
that cannot be entirely attributed to one specific project. These costs must therefore be shared in
a fair and transparent manner by donors (in other words, fairly distributed using an allocation key
for each expense).”

2 CFR 200.430(i), Standards for Documentation of Personnel Expenses, states in part:

“(1) Charges to Federal awards for salaries and wages must be based on records that accurately
reflect the work performed...

(viii) Budget estimates (i.e., estimates determined before the services are performed) alone do
not qualify as support for charges to Federal awards, but may be used for interim accounting
purposes, provided that ...

(C) The Non-Federal entity’s system of internal controls includes processes to review
after-the-fact interim changes made to a Federal award based on budget estimates...”

2 CFR 200.403, Factors affecting allowability of costs, states in part:

"Except where otherwise authorized by statute, costs must meet the following general criteria in
order to be allowable under Federal awards:

(a) Be necessary and reasonable for the performance of the Federal award and be allocable
thereto under these principles. ..

(g) Be adequately documented..."

2 CFR 200.405 (a), Allocable Costs, states in part:

“A cost is allocable to a particular Federal award or other cost objective if the goods or services
involved are chargeable or assignable to that Federal award or cost objective in accordance with
relative benefits received. This standard is met if the cost:

(1) Is incurred specifically for the Federal award...”

2 CFR 200.405 (d), Allocable Costs, states in part:

“Direct cost allocation principles: If a cost benefits two or more projects or activities in proportions
that can be determined without undue effort or cost, the cost must be allocated to the projects
based on the proportional benefit. If a cost benefits two or more projects or activities in proportions
that cannot be determined because of the interrelationship of the work involved, then,
notwithstanding paragraph (c) of this section, the costs may be allocated or transferred to
benefitted projects on any reasonable documented basis..."

(Continued)



Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

For the Period of August 1, 2021, through March 31, 2023

Schedule of Findings and Questioned Costs (Continued)

Cause: did not develop and document a method for allocating shared costs across programs and
did not have a reasonable and equitable allocation methodology for allocating shared costs across
programs. method for allocating shared costs was based on budget estimates and not on actual
costs incurred. In addition, did not perform an after-the-fact review or provide documentation to
demonstrate that (1) the budget estimates were accurate and adequately reflected costs charged and (2)
costs were appropriately charged across programs to reflect the level of the work performed.

Effect: Lack of an adequate review of allocated shared costs and a system to keep track of actual level
of effort increases the risk of the U.S. government overpaying the Program.

Questioned Costs: We identified $1,162,305 in unsupported costs and $78,572 in associated indirect
costs, which resulted in $1,240,877 in total questioned costs.

Please note for the amount questioned under the travel and transport category of $106 and the
associated indirect costs of $7 and the other direct costs category of $1,593 and the associated indirect
costs of $108, these costs have already been questioned in Finding 2024-04 and Finding 2024-06
respectively. Therefore, in the SPFS presentation, the amount in travel and transport of $113 and in other
direct costs of $1,701 were not questioned again under this finding; instead, the net amount of $1,235,169
is presented in the SPFS and Summary of Results section. However, even if these costs are supported
under Finding 2024-04 or Finding 2024-06, they would still be questioned and should be refunded under
this finding.

Recommendation:

(1) We recommend that@ provide additional support to demonstrate the accuracy of their cost
allocations or return $1,240,877 of unsupported costs and associated indirect costs.

(2) We recommend that develop and implement an after-the-fact system control, such as a
timekeeping system, that can record and retain the actual level of effort spent on different
programs and use the actual level of effort to allocate other personnel expenses that cannot be
easily determined when the costs benefit two or more projects.

(3) We recommend that develop and implement additional policies and procedures to review
interim or estimated budget allocations and create a reasonable and equitable allocation
methodology to ensure that other shared costs charged across programs are proportionate to
actual benefits associated with the programs.

(Continued)



Financial Audit of the Special Purpose Financial Statement for

For the Period of August 1, 2021, through March 31, 2023

Schedule of Findings and Questioned Costs (Continued)

Finding 2024-02: Funds transfers services were not procured and were not sufficiently
documented to demonstrate it was related to this Program

Nature of Finding: Internal Control — Significant Deficiency and Non-Compliance

Condition: Conrad tested 34 transactions out of 2,654 transactions in the Other Direct Costs (ODC)
cost category, representing $322,054 out of a total of $1,297,215 for these transactions to determine if
the costs incurred under the Program were reasonable, adequately supported, properly approved, and
allowable.

Out of the 34 samples selected, four (4) samples pertained to fund transfer fees for transferring funds
into Afghanistan using a money transfer agency (MTA). During our testing, we noted all four (4) samples
lacked support to show that a competitive bid analysis was completed before selecting the MTA that was
used for the fund transfer. In addition, has multiple projects running concurrently in Afghanistan,
there was no evidence to clearly demonstrate the funds transferred were to fund this Program only.

Due to the number of errors identified in our original samples selection pertaining to fund transfer fees
that lacked proper procurement and sufficient documentation, we expanded the sample to include all
fund transfer fees that had the same description in the general ledger. We found an additional 39
instances during our audit period from March 2022 through September 2022 where fund transfer fees
were charged to the Program. The expanded sample selection increased the total number of instances
to 43, representing total unsupported cost of $310,900 out of the total $1,297,215 for this finding.

Criteria:
. Money Transfer Agency Procedure, Section 3, Selection, states in part:

“Before to select an entity, a comparison grid needs to be filled up (Annex_MTA_Comparison
grid) by the mission for at least two entities.”

-Procurement Guidelines, Section 3.5, Derogations, states in part:

“The logistician has to request derogations when he/she thinks or realizes that it will not be
possible to respect the standard procurement procedures or a particular donor rule.

The request has to be fully justified. For example, a specific context, a security situation can be
accepted as a relevant justification. In any cases, the justification to request derogation cannot
have any ties with criteria/considerations linked with the organization internal factors.”

- Procurement Guidelines, Section 4.1, General Principles, states in pari:
(Continued)



Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

For the Period of August 1, 2021, through March 31, 2023

Schedule of Findings and Questioned Costs (Continued)

“For all purchases, no matter the procedure followed, the below-listed basics have to be followed:

4.1.1 Supplier Selection Criteria

The criteria for the selection of tenderers or candidates are:

-Professional capacity (Technical expertise, quality of work quality of documents)

-Authorization to perform their activities legally

-Financial capacity (such as the payment method: cash, check, credit or transfer)

Services (such as the payment conditions: before delivery, after delivery, after warranty period,
partial payment)”

2 CFR 200.303, Internal Controls, states in part:

“The Non-Federal entity must: (a) Establish and maintain effective internal control over the
Federal award that provides reasonable assurance that the non-Federal entity is managing the
Federal award in compliance with Federal statutes, regulations, and the terms and conditions of
the Federal award...”

2 CFR 200.403 (i), Factors affecting allowability of costs, states in part:

“Except where otherwise authorized by statute, costs must meet the following general criteria in
order to be allowable under Federal awards:

(a) Be necessary and reasonable for the performance of the Federal award and be allocable
thereto under these principles. ..
(g) Be adequately documented...”

2 CFR 200.404, Reasonable Costs, states:

“A cost is reasonable if, in its nature and amount, it does not exceed that which would be incurred
by a prudent person under the circumstances prevailing at the time the decision was made to
incur the cost. The question of reasonableness is particularly important where the non-Federal
entity is predominantly federally-funded. In determining reasonableness of a given cost,
consideration must be given to:

(a) Whether the costis of a type generally recognized as ordinary and necessary for the operation
of the non-Federal entity or the proper and efficient performance of the Federal award.

(b) The restraints or requirements imposed by such factors as: sound business practices; arm’s
length bargaining; Federal, state, local, tribal, and other laws and regulations; and terms and
conditions of the Federal award.

(c) Market prices for comparable goods or services for the geographic area.

(Continued)



Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

For the Period of August 1, 2021, through March 31, 2023

Schedule of Findings and Questioned Costs (Continued)

(d) Whether the individuals concerned acted with prudence in the circumstances considering their
responsibilities to the non-Federal entity, its employees, where applicable its students or
membership, the public at large, and the Federal Government.

(e) Whether the non-Federal entity significantly deviates from its established practices and
policies regarding the incurrence of costs, which may unjustifiably increase the Federal
award’s cost.”

Cause: has a procedure to evaluate the MTA prior to securing their services using a competitive
bidding analysis; however, did not follow this procedure. - stated that the lack of procurement
activity was due to the fall of the banks in Afghanistan during August 2021. At that time, was able to
transfer funds using only the MTAs because banks were unable to provide this service. did not
provide a reason that they lacked documentary support for funds transferred and the related fees
Program.

Effect: Due to the lack of procurement and competitive analysis for the MTAs and no supporting
documentation to show the funds were used for this Program, there is a risk the U.S. Government may
have overpaid for goods and services.

Questioned Costs: We identified $310,900 in unsupported costs and $21,017 in associated indirect
costs, which resulted in $331,917 in total questioned costs.

Recommendation:
(1) We recommend that provide evidence showing the funds related to the fund transfer fees
were used for this Program and the transfer fee rates for the MTAs were competitive or return

$331,917 of unsupported costs and associated indirect costs.

(2) We recommend that develop and implement management oversight to ensure staff follow
- MTA policy to ensure MTAs are properly procured and a competitive analysis is conducted.

(3) We recommend that- implement policies and procedures to ensure that documentation clearly
identifies the project to which each fund transfer pertains.

(Continued)



Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No. _

gnanistan

For the Period of August 1, 2021, through March 31, 2023

Schedule of Findings and Questioned Costs (Continued)

Finding 2024-03: Insufficient sub-award monitoring
Nature of Finding: Internal Control — Significant Deficiency and Non-Compliance

Condition: Conrad tested 483 transactions out of 14,620 transactions in the Sub-awards and Contracts
cost category, representing $2,217,411 out of a total of $10,450,506 for these transactions to determine
if the costs incurred under the Program were reasonable, adequately supported, properly approved, and
allowable.

During our testing we noted that -incurred costs on behalf of two sub awardees, however, -ciid not
sufficiently monitor, and review costs charged to the Program by their sub awardees. We noted the
following issues related to sub-awardees:

Description Cost Category | Instances | Ineligible | Unsupported
Costs Costs

Sub awardee 1
1) Insufficient proof of payment

Proof of payment provided was for | Housing 6 $ - $ 902
the net of tax amount. However, the | Allowances
costs incurred to the general ledger | Operation 1 - 1,375
were at the gross amount. No support :
was provided to show the tax | Supplies 1 % 49
amounts were paid.

Totals: 8 $ - $ 2,326
When recording costs to the general | Personnel and 13 $ - $ 260
ledger, the costs were converted | Fringe
using a different foreign currency
exchange rate than the foreign
currency exchange rate used to
convert at the time of payment. This
resulted in an overcharge to the
Program.

Totals: 13 $ - $ 260

(Continued)
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Financial Audit of the Special P

For the Period of August 1, 2021, through March 31, 2023

Schedule of Findings and Questioned Costs (Continued)

Missing allowance policy to support | Personnel and 25 - $2,169
the allowance rates paid to the | Fringe
employees.

Totals: 25 - $ 2,169

4) Allowance paid prior to effective date of allowance policy

Allowances were paid to employees | Personnel and 13 - 21223
prior to the date the allowance policy | Fringe
became effective.
Totals: 13 $ - $1,223
5) Salary amount paid exceeds amount in employment agreement
The gross salary amount charged to | Personnel and 8 $ - $ 381
the Program for the employee | Fringe
exceeded the salary amount stated in | Supplies 2 - 554
the employment agreement.
Totals: 10 $ - $ 935
6) Missing procurement documentation
No procurement documentation was | Housing 11 $ - $ 2,907
provided for the procurement of the | Allowances
travel agency or the rental house In-Country Air 9 - 651
Travel
Totals: 20 $ - $ 3,558
7) Missing allocation basis
Sufficient documentation was not | Housing 34 $ - $ 9,060
provided to show that the costs are | Allowances
fully allocable to the Program or how
the allocation basis was determined. = ountry Per 2 < 330
Diem
Operation 22 - 22,052
Totals: 60 - $ 31,444

(Continued)




Financial Audit of the Special Purpose Financial Statement for

Grant Agreement No.

f Afghanistan

For the Period of August 1, 2021, through March 31, 2023

Schedule of Findings and Questioned Costs (Continued)

8) Insufficient audit fee support
2

Insufficient documentation, such as | Audit $ - $ 14,960
invoices and proof of payment, to -
substantiate the audit costs incurred Operation i 20,064
to the Program.

Totals: 4 $ - $ 35,024

9) Insufficient documentation to veri

Insufficient documentation was | In-Country Air 3 $ - $ 243
provided to determine if the individual | Travel
paid is authorized to receive the | Supplies 2 - 934
payment.

Totals: 5 $ - $ 1177
10) Insufficient documentation to support the purpose of travel and how it
relates to the Program
Lack of documentation to show the | In-Country Air 9 3 - $ 651
purpose of the travel, how the trip | Travel
relates to the Program, and that the | In-Country Per 1 - 57
travel did actually occur. Diem

Totals: 10 $ - $ 708

11) Ineligible costs were charged to the Program

Fees for funds transferred for a | Operation 2 $ 8,518 $ -
different funding agency were
charged to the Program.

Totals: 2 $ 8,518 $ -

12) Ineffective employment agreement
Staff was paid after the employment | Supplies
agreement expired.

$ 417

Totals:

$ 417

13) Missing proof of payment

Proof of payment support was not | Supplies 1 $ - $9.810
provided for the cost charged to the
Program.

Totals: 1 $ - $9,810

(Continued)



Financial Audit of the Special Purpose Financial Statement for

For the Period of August 1, 2021, through March 31, 2023

Schedule of Findings and Questioned Costs (Continued)

All the instances noted above resulted in total unsupported questioned costs of $89,051 and total
ineligible questioned costs of $8,518 under sub-awardee 1.

Description Cost Category | Instances | Ineligible | Unsupported
Costs Costs

Sub awardee 2
The gross salary amount charged to | Salaries and 5 $ - $ 2,927
the Program for the employee | Payroll
exceeded the salary amount stated in
the employment agreement.

Totals: 5 $ - $ 2927

2) Inadequate proof of payment
The net salary amount paid to the | Salaries and 5 $ - $ 8,445
employee is more than the net salary | Payroll
amount on the employee’s pay slip
documentation.

Totals: 5 $ - $ 8,445

3) No exchange rate provided
No exchange rate support was | Salaries and 1 $ - 3 328
provided and the converted amount | Payroll
from EUR to USD exceeded the
reasonable monthly exchange rate

used for evaluation.

Totals: 1 $ - $ 328
4) Costs incurred were reversed for less than the amo
Cost reversed was less than the | Travel and 1 $ - $ 49
original amount recorded. Transport

Totals: 1 $ - $ 49
9) Insufficient documentation to support costs incurred
The number of days of per diem paid | Travel and 7 $ - & 5057

to the employee exceeded the | Transport
number of days the employee was

(Continued)
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Schedule of Findings and Questioned Costs (Continued)

authorized for travel without further
evidence authorizing the additional
days traveled.

Totals:

$ 5,057

6) Agreement for trainer fees not provided

Agreements for trainer fees were not | Program Supplies 6 $ 6,140
maintained or provided. and Equipment
Totals: 6 $ - $ 6,140

Five (5) instances where insufficient | Other Direct
documentation was provided to | Costs
validate the methodology of the
allocation used to split shared costs,
and two (2) instances where shared
costs were allocated based on
budgeted figures rather than actual
costs incurred.

g

$

7) Inadequate allocation methodolog

$ 50,098

Totals:

$ 50,098

8) Missing procurement documentation
Procurement was not completed for | Other Direct
rental property costs. Costs

$ 27,245

Totals:

§ 27,245

9) Insufficient documentation to support audit costs

Insufficient documentation, such as | OMB Circular A- 1 $ - $ 8,453
invoices and proof of payment, was | 133
provided to substantiate audit costs
charged to the Program.
Totals: 1 $ - $ 8,453

10) Inconsistent foreign exchange rates used

When recording costs to the general | Salaries and 39 $ - $ 36
ledger, the costs were converted | Payroll

using a different foreign currency

exchange rate than the foreign | Other Short-Term i S 407
currency exchange rate used to | Labor

(Continued)
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convert at the time of payment. This
resulted in an overcharge to the
Program.

Totals: 43 $ - $ 443

11) Missing or ineffective employment agreement
Missing or expired employment | Salaries and 4 $ - $ 5,326
agreement for salary costs charged to | Payroll
the Program.

Totals: 4 $ - $ 5,326

12) No attendance sheets provided
Attendance sheets for short-term | Other Short-Term 3 $ - $ 36,653
employees were not provided to | Labor
demonstrate their attendance as
required in the signed Memorandum

of Agreement.

Totals: 3 $ B $ 36,653

All the instances noted above resulted in total unsupported questioned costs of $151,164 under sub
awardee 2.

All the instances from the tables for sub awardee 1 and sub awardee 2 resulted in total unsupported
questioned costs of $240,215 and total ineligible questioned costs of $8,518, these costs include indirect
costs charged by the sub awardees.

Criteria:

Award No. _Subawards and Contracts (1), states in part:

“If the recipient provides USAID resources to other organizations to carry out the USAID-financed
Program and activities, the recipient is responsible for monitoring such subrecipients or
contractors...”

2 CFR 200.303, Internal Controls, states in part:

"The Non-Federal entity must: (a) Establish and maintain effective internal control over the
Federal award that provides reasonable assurance that the non-Federal entity is managing the

(Continued)
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Schedule of Findings and Questioned Costs (Continued)

Federal award in compliance with Federal statutes, regulations, and the terms and conditions of
the Federal award...”

2 CFR 200.332 (d), Requirements for pass-through entities, states in part:

“Monitor the activities of the subrecipient as necessary to ensure that the subaward is used for
authorized purposes, in compliance with Federal statutes, regulations, and the terms and
conditions of the subaward; and that subaward performance goals are achieved...”

Cause: - did not have a sub awardee/subcontractor monitoring policy in place.

Effect: Lack of sufficient monitoring over sub awardees costs incurred and paid may have resulted in the
U. S. government overpaying for goods and services.

Questioned Costs: We identified $8,518 in ineligible costs and $576 in associated indirect costs, and
$240,215 in unsupported costs and $16,239 in associated indirect costs, which resulted in $265,548 in
total questioned costs.

Please note for the amount questioned in this finding, we identified overlapping amounts of questioned
costs for sub awardee 1 (of $5,120 and associated indirect costs of $346), and for sub awardee 2 (of
$28,531 and associated indirect costs of $1,928). Therefore, in the SPFS presentation, the amount of
$35,745 was not questioned again under this finding; instead, the net amount of $229,623 is presented
in the SPFS and Summary of Results section.

Recommendation:
(1) We recommend that provide evidence showing that costs charged to the Program by sub
awardee 1 and sub awardee 2 are supported, authorized, reasonable, and allowable; or return

$265,548 of questioned costs and associated indirect costs.

(2) We recommend thatﬁ- develop and implement a comprehensive policy and procedure to
ensure adequate and sufficient monitoring of subawards.

(Continued)
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Finding 2024-04: Travel costs charged to the Program were not sufficiently supported

Nature of Finding: Internal Control — Significant Deficiency and Non-Compliance

Condition: Conrad tested 26 transactions out of 1,126 transactions in the Travel and Transport cost
category, representing $30,816 out of a total of $248,284 for these transactions to determine if the costs
incurred under the Program were reasonable, adequately supported, properly approved, and allowable.
During our testing, we noted the following:

Description Instances Questioned Costs Net
Costs Questioned Questioned

in a Prior Costs
Issue
No official trave nse form was 17 $ 21,340 3 - $ 21,340
provided. Per lﬁ policies and
procedures, the official travel expense
form must be filled out prior to a trip.

Lack of documentation to show the 14 $ 19,464 $ (19,464) $ -
purpose of travel and how it relates to the

Program.

Lack of documentation, such as 10 $ 15,385 $ (15,385) $ -

boarding passes to show the travel class
and that the travel actually occurred.

No procurement documentation, such as 1 $ 1,898 $ - $ 1,898
a competitive bid analysis and/or formal

quotations.

Proof of payment unsupported by the 2 $ 800 $ (800) $ -
cost incurred.

Per diem costs charged at a higher 4 $ 106 $ - $ 106

amount than shown on the invoice and
payment support. Additionally, no
documentation to support the higher
amount charged to the general ledger.
Total: 48 $ 23,344

Criteria:
-Afghanistan Human Resources Policy, Section 5.9.2, Official travel expenses, states in part:

“...The request must be done filling in the Annex 7 prior to making the trip.”
(Continued)
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. Procurement Guidelines, Section 3.5, Derogations, states in part:

“The logistician has to request derogations when he/she thinks or realizes that it will not be
possible to respect the standard procurement procedures or a particular donor rule.

The request has to be fully justified. For example, a specific context, a security situation can be
accepted as a relevant justification. In any cases, the justification to request derogation cannot
have any ties with criteria/considerations linked with the organization internal factors.”

. Procurement Guidelines, Section 4.1, General Principles, states in part:
“For all purchases, no matter the procedure followed, the below-listed basics have to be followed:

4.1.2 Supplier Selection Criteria

The criteria for the selection of tenderers or candidates are:

-Professional capacity (Technical expertise, quality of work quality of documents)

-Authorization to perform their activities legally

-Financial capacity (such as the payment method: cash, check, credit or transfer)

Services (such as the payment conditions: before delivery, after delivery, after warranty period,
partial payment)”

- Finance Procedures Manual, Section 9.1, Procedure — Hard Copy Accounting, stafes in part:

“Every cash flow (in, out, bank transfer...) must have payment evidence. Each incorrect invoice
can be judged as embezzlement.... Each payment evidence must be kept with its payment receipt
in the hard copy accounting. It is also advised to attach a copy of delivery order, which is always
requested by donors during audits.”

2 CFR 200,475, Travel Costs, states in part:

“(a) General. Travel costs are the expenses for transportation, lodging, subsistence, and related
items incurred by employees who are in travel status on official business of the non-Federal entity.
Such costs may be charged on an actual cost basis, on a per diem or mileage basis in lieu of
actual costs incurred, or on a combination of the two, provided the method used is applied to an
entire trip and not to selected days of the trip, and results in charges consistent with those normally
allowed in like circumstances in the non-Federal entity's non-federally-funded activities and in
accordance with non-Federal entity's written travel reimbursement policies...”

2 CFR 200.303, Internal Controls, states in part:

(Continued)



Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

For the Period of August 1, 2021, through March 31, 2023

Schedule of Findings and Questioned Costs (Continued)

"The Non-Federal entity must: (a) Establish and maintain effective internal conirol over the
Federal award that provides reasonable assurance that the non-Federal entity is managing the
Federal award in compliance with Federal statutes, regulations, and the terms and conditions of
the Federal award...”

2 CFR 200.334, Retention requirements for records, states in part:

"Financial records, supporting documents, statistical records, and all other non-Federal entity
records pertinent to a Federal award must be retained for a period of three years from the date of
submission of the final expenditure report..."”

2 CFR 200.403 (i), Factors affecting allowability of costs, states in part:

“Except where otherwise authorized by statute, costs must meet the following general criteria in
order to be allowable under Federal awards:

(a) Be necessary and reasonable for the performance of the Federal award and be allocable
thereto under these principles...
(g) Be adequately documented...”

Cause: Management did not ensure travel costs were documented in accordance with - internal
policy.

Effect: Lack of sufficient documentation for expenses paid and incurred may have? resulted in the U. S.
Government overpaying for goods and services.

Questioned Costs: We identified $23,344 in unsupported costs and $1,578 in associated indirect costs,
which resulted in $24,922 in total questioned costs.

Please note for the amount questioned under the travel and transport category of $1,507 and the
associated indirect costs of $102, these costs have already been questioned in Finding 2024-05.
Therefore, in the SPFS presentation, the amount of $1,609 was not questioned again under this finding;
instead, the net amount of $23,313 is presented in the SPFS and Summary of Results section. However,
even if these costs are supported under Finding 2024-05, they would still be questioned and should be
refunded under this finding.

(Continued)
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Recommendation:

(1) We recommend that provide sufficient documentation to support the costs incurred were
correctly charged to the Program or return $24,922 in unsupported costs and associated indirect
costs.

(2) We recommend that develop and implement additional policies and procedures to improve

management oversight of travel costs incurred.

(3) We recommend that- develop and implement a document retention policy to ensure
sufficient documentation is retained and available to support the costs incurred.

(Continued)
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Finding 2024-05: Ineligible costs were charged to the Program

Nature of Finding: Internal Control — Significant Deficiency and Non-Compliance

Condition: Conrad tested the following:

e 26 transactions out of 1,126 transactions in the Travel and Transport cost category, representing
$30,816 out of a total of $248,284 in this category.
e 34 ftransactions out of 2,654 transactions in the Other Direct Costs (ODC) cost category,
representing $322,054 out of a total of $1,297,215 in this category.

During our testing to determine if costs incurred were reasonable, adequately supported, properly

approved, and allowable, we noted the following:

2) Per diem amount charged to the Progra

was more than the allow

able amount

Description Cost Category Instances | Questioned
Cost
1) Penalties were charged to the Program
charged visa penalties to the Program. Travel and Transport 1 $ 150
OoDC 2 300
Totals: 3 $ 450

Per Per Diem 2021 memorandum, the | Travel and Transport 1 $ 115
allowable per diem amount per employee is
610 EUR or $499 USD. The general ledger
was charged 750 EUR or $614 USD; the
difference was questioned.
Totals: 1 $ 115
3) Travel Costs charged for an employee not on the Program’s employee list
Human Resource Officer’s travel costs | Travel and Transport 1 $ 1,507
were charged directly to the Program. The
support referenced a different project and did
not show how the employee is a direct cost to
the Program.
Totals: 1 $ 1,507

All the instances noted above resulted in total ineligible costs of $2,072.

Criteria:

(Continued)
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. Finance Procedures Manual, Section 3. Accounting Procedures for Ineligible Expenses, states
in part:

"Ineligible expenses relates to any expenses that cannot be assigned to a donor contract. An
expense can be considered ineligible and cannot be affected to a project (and won’t be
reimbursed by a donor) because of its nature, the date of the expense, and in case of an audit,
the expense can be refused by the donor.

Ineligible expenses have a direct negative impact on the own funds of the organization. As a
consequence, every expense committed on the field must be allocated to a project. Thus, no
ineligible expense can be committed on field missions, unless there is a preliminary agreement
from rhe- General Direction.”

- Per Diem 2021, New Per Diem and Break Allowance from March 2021, states in part:

Ll
L] - | ==
[ o

2 CFR 200.303, Internal Controls, states in part:

"The Non-Federal entity must: (a) Establish and maintain effective internal control over the
Federal award that provides reasonable assurance that the non-Federal entity is managing the
Federal award in compliance with Federal statutes, regulations, and the terms and conditions of
the Federal award...”

2 CFR 200.413 (a), Direct Costs, states in part:

(Continued)
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“General. Direct costs are those costs that can be identified specifically with a particular final cost
objective, such as a Federal award, or other internally or externally funded activity, or that can be
directly assigned to such activities relatively easily with a high degree of accuracy. Costs incurred
for the same purpose in like circumstances must be treated consistently as either direct or indirect
(F&A) costs...”

2 CFR 200.441, Fines, penalties, damages and other settlements, states in part:
"Costs resulting from non-Federal entity violations of, alleged violations of, or failure fo comply
with, Federal, state, tribal, local or foreign laws and regulations are unallowable except when
incurred as a result of compliance with specific provisions of the Federal award, or with prior
written approval of the Federal awarding agency.”

Cause: - did not adhere to its policy surrounding ineligible costs due to lack of management oversight.

Effect: Lack of adequate controls in internal monitoring over expenses charged to the Program
resulted in the U. S. Government overpaying for unallowable costs.

Questioned Costs: We identified $2,072 in ineligible costs and $140 in associated indirect costs, which
resulted in $2,212 in total questioned costs.

Recommendation:

(1) We recommend tha- show evidence that the ineligible costs identified are allowable or return
$2,212 of ineligible costs and associated indirect costs.

(2) We recommend that- improve management oversight in order to adhere to its own policy for
ineligible expenses.

(3) We recommend that provided additional trainings to management to become familiar with
and adhere to the 2 200 requirement, to ensure unallowable costs such as visa penalties,
duplicate costs, excess per diem costs, and indirect costs are excluded and not charged to the
Program.

(Continued)
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Finding 2024-06: Inconsistent foreign exchange rates were used to incur costs billed to USAID
Nature of Finding: Internal Control — Significant Deficiency and Non-Compliance
Condition: Conrad tested the following:
$1,953,595 out of a total of $5,141,335 in this category. There were two (2) instances where
used an average exchange rate but did not show how the average exchange rate was determine

or calculated. Conrad used the exchange rate from InfoEuro to recalculate and noted -
overcharged by $3,635. This resulted in $3,635 in unsupported costs.

e 29 transactions out of 5,684 transactions in the Programs Supplies cost category, representii

e 34 transactions out of 2,654 transactions in the Other Direct Costs (ODC) cost category,
representing $322,054 out of a total of $1,297,215 in this category. There were five (5) instances
where the costs incurred were invoiced in U.S. dollars and converted to AFN for payment using
a daily exchange rate. When these costs were entered into the general ledger, the payment
amount in AFN was then converted back to U.S. dollars using a monthly exchange rate. This
resulted in an overcharge of costs as the cost incurred to the Program should have been the U.S.
dollar amount listed on the original invoice. This resulted in $1,593 in unsupported costs.

Criteria:
- Finance Procedures Manual, Section 6. Exchange Rates Calculation Procedure, states in part:

“The process of calculating the monthly exchange rates is carried out by the FAC (Financial and
Administrative Coordinator), which is then checked at headquarters. The approval documentation
for the monthly exchange rates comes back to the Finance Officer at headquarters. The exchange
rates are calculated and inputted into SAGA during monthly accounting closure.

Calculations use the Euro as a base currency, with each mission using a conversion of Euros.
The exchange rates inputted affect a mission’s accounting as a whole and therefore what
expenses in can make whilst adhering to its budget.”

2 CFR 200.303, Internal Controls, states in part:

"The Non-Federal entity must: (a) Establish and maintain effective internal conftrol over the
Federal award that provides reasonable assurance that the non-Federal entity is managing the
Federal award in compliance with Federal statutes, regulations, and the terms and conditions of
the Federal award...”

2 CFR 200.400, Policy guide, states in part:
(Continued)
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“...(d) The application of these cost principles should require no significant changes in the internal
accounting policies and practices of the non-Federal entity. However, the accounting practices of
the non-Federal entity must be consistent with these cost principles and support the accumulation
of costs as required by the principles and must provide for adequate documentation to support
costs charged to the Federal award...”

2 CFR 200.403, Factors affecting allowability of costs, states in part:

"Except where otherwise authorized by statute, costs must meet the following general criteria in
order to be allowable under Federal awards:

(a) Be necessary and reasonable for the performance of the Federal award and be allocable
thereto under these principles..."

Cause: did not follow consistent foreign exchange rate procedures. For some transactions, used
an average monthly conversion rate which was derived from three different sources; however did
not maintain sufficient documentation to show how the monthly rate was calculated. In other transactions,

did not consistently record the invoices to the general ledger in the currency they were originally
iIssued. As such, used a daily conversion rate when converting the payment from U.S. dollars to AFN
for payment, and then used a monthly conversion rate when converting the AFN payment amount back
to U.S. dollars at the time of entering those costs into the general ledger.

Effect: Lack of adequate controls in internal monitoring over exchange rates resulted in the U.S.
Government overpaying for goods and services.

Questioned Costs: We identified $5,228 in unsupported costs and $354 in associated indirect costs,
which resulted in $5,582 in total questioned costs.

Recommendation:

(1) We recommend that provide sufficient documentation to show the accuracy of the foreign
exchange rates used or return $5,582 in unsupported costs and associated indirect costs.

(2) We recommend that develop a policy to ensure- clearly establish policies and procedures
on how to determine its exchange rate.

(3) We recommend establish and implement a foreign exchange rate policy to recuperate gains
or losses on foreign exchange rates separately in the general ledger.

(Continued)
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(4) We recommend that maintain sufficient evidence of the exchange rates used to convert
foreign currency transactions to the Program.

(Continued)
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Status of Prior Audit Findings

We requested prior audit reports, evaluations, and reviews from , SIGAR, and USAID pertaining to
agreement activities under this audit. We identified three prior audit reporis which contained 11 findings
and recommendations that could have a material effect on the SPFS or other financial data significant to
the audit objectives. We conducted follow-up procedures, including discussion with management,
and performed testing of similar activities during our audit. We concluded that ad taken adequate
corrective actions on six findings and the other five findings were not adequately addressed and are
repeated under this audit. We have summarized the results of our procedures below:

1. Federal Award Compliance Examination for USAID and U.S. Department of State (USDOS)
Awards closed during the fiscal year ended December 31, 2020.

Exchange errors

Issue: The audit firm noted instances where errors were present in the U.S. dollar value in the
ledger for cash receipts.

Status: For the current engagement, we noted instances where the amount charged to the
Program exceeded the amount listed on the invoice, see Finding 2024-06 of this audit report. As
such, Conrad concluded that- has not taken adequate corrective action on this finding.

U.S. government regulations on terrorism

Issue: The audit firm noted implemented policies and procedures for vetting vendors,
consultants, partners, etc. However, the audit firm also noted that the vetting procedures were
conducted only initially upon engaging with the supplier. As a result, there were instances where
suppliers were checked once several years ago and not since.

Status: For the current engagement, there were no instances where F did not follow the
implemented policies and procedures for vetting vendors, consultants, and partners. As such, we
concluded that- has taken adequate corrective action on this finding.

Incentive payments

Issue: The audit firm noted projects where - was providing incentives to hospitals and camp
staff, but formal agreements did not exist. In one instance the agreement with the camp expired
and an updated agreement was not available. In another, there was no formal agreement detailing
the terms of the incentive payments.

Status: For the current engagement, there were no instances of incorrectly paying incentives.
As such, we concluded that has taken adequate corrective action on this finding.

(Continued)
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2. Federal Award Compliance Examination for USAID and USDOS Awards closed during the fiscal
year ended December 31, 2020.

Allocation methodology

Issue: The audit firm noted followed a consistent methodology to distribute certain costs that
could not be entirely attributed to a specific project. The method involved using an analysis of the
projects active in a given location to establish a key used to assign each month for each type of
shared cost to a project. The audit firm noted that given the dynamic nature of the work, it was
not easily possible to verify without reviewing the entire history of a given project that the correct
allocation had been made during the year.

Status: For the current engagement, we noted instances where the amounts- charged to the
Program were based on an allocation methodology using budgeted percentages rather than an
allocation based on actual expenditures, see Finding 2024-01 of this audit report. As such,
Conrad concluded that- has not taken adequate corrective action on this finding.

Coding

Issue: The audit firm noted that general ledger coding categories applied were not always
consistent.

Status: For the current engagement, there were no instances noted where general ledger coding
categories were not consistent. As such, we concluded that- has taken adequate corrective
action on this finding.

Exchange errors

Issue: The audit firm noted instances where errors were present in the U.S. dollar value in the
ledger for cash receipts.

Status: For the current engagement, we noted instances where the amountF charged to the
Program exceeded the amount listed on the invoice, see Finding 2024-06 of this audit report. As
such, Conrad concluded that- has not taken adequate corrective action on this finding.

U.S. government requlations on terrorism

Issue: The audit firm noted had implemented policies and procedures for vetting vendors,
consultants, partners, etc. However, the audit firm also noted that the vetting procedures were

(Continued)
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conducted only initially upon engaging with the supplier. As a result, there were instances where
suppliers were checked once several years ago and not since. In addition, there were suppliers
who has been working with consistently from prior to implementation of the vetting
procedures.

Status: For the current engagement, there were no instances where F did not follow the
implemented policies and procedures for vetting vendors, consultants, and partners. As such, we
concluded that- has taken adequate corrective action on this finding.

Incentive payments

Issue: The audit firm noted projects where was providing incentives to hospitals and camp
staff. In one instance the agreement with the camp was expired and an updated agreement was
not available. In another, there was no formal agreement detailing the terms of the incentive
payments.

Status: For the current engagement, there were no instances of- incorrectly paying incentive
payments. As such, we concluded that- has taken adequate corrective action on this finding.

. SIGAR Financial Audit 22-18 of Costs Incurred Under Agreement No. _ for
the period of October 1, 2019, through September 30, 2020.

Finding 2021-01: charged costs to the Program based on budget estimates and lacked
an equitable allocation methodology

Issue: The audit firm noted that- charged costs based on the budget estimates proposed.
However, did not provide documentation showing that actual shared costs incurred were
accurate and/or based on an actual level of effort. _gwas unable to demonstrate that it had a
reasonable and equitable allocation methodology to adequately charge shared costs across
programs.

Status: For the current engagement, we identified one finding where ! charged costs based
on the budget estimates proposed. See Finding 2024-01 of this audit report. As such, we
concluded that- has not taken adequate corrective action on this finding.

Finding 2021-02: Exclusion checks were not performed prior to conducting business with
Vendors or Individuals

Issue: The audit firm noted did not follow award requirements to check vendors or individuals
against exclusion lists prior to paying procurements less than 10,000 euros.

(Continued)
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Status: For the current engagement, there were no instances noted Where- did not conduct
or maintain evidence of performing an exclusion screening for its vendors. As such, we concluded
that- has taken adequate corrective action on this finding.

Finding 2021-03: Costs were not supported with sufficient documentation to determine
allowability

Issue: The audit firm noted that did not provide sufficient documentation to determine
whether some costs were allowable under the Program and applicable federal regulations. The
audit firm noted two travel and transportation transactions where business class fare was

charged. indicated that these flights were the cheapest available due to the Covid-19
emergency,; however, did not maintain supporting documentation to substantiate this claim.
The audit firm also noted one instance whereh charged costs related to shipping documents

from 2016 to the Program. This is an administrative expense and not directly allocable to the
Program. In one other transaction, provided procurement documentation listing some
potential vendors who placed bids for a quotation request, but the vendor awarded was not on
the list of potential vendors. was unable to provide documentation to support that the vendor
was properly selected according to- procurement process.

Status: For the current engagement, we noted three instances where- did not maintain
sufficient documentation of approval from the funding agency for charging settlement related
costs to the Program. See Finding 2024-02 and Finding 2024-04 of this audit report. As such,
we concluded that- has not taken adequate corrective action on this finding.

(Continued)
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- Responses to Audit Findings

Included on the following pages are- responses received to the findings identified in this report.
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Subject: Grant agreement Nu._[{esponscs to

Audit Findings

Deas M Perern
Dear Mr Baek.

diimg to yoy
ssociation

prent (=L
o suppol th

t Atghanictan program
PUT worked throngh a consortmm with INTERSOS and DACAAR.

Two modifications were made to the initial agreement, according to which the
total award amonnt was 322,500,000 and the period of peiformance from
Augnst 1, 2021 throngh March 31, 2023,

Your finm, Contad LLP (“Conrad”), was engaged by the Office of the Special
Inspector General for Alfghanistan Recoustmuction [(SIGAR) to conduct a
financial andit of the agreement.
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Followwing the exit meeting which ook place an December 14, ;‘(.Ll.i.wns
asked to reply to Conrad's findings mcluded 1 the duft report by Febanary 28,
2024,

The present letter aimas 1o respond to the draft report, fmding by finding:

AT the outzet, as will be detailed below, it is essential 1o beatr in mind thar the
penod of pet formance of the audited grant statted on Angl]at 1, 2021

Twa weeks later, on Augnst 15, 2021, the Taliban overthrew the Afghan
povernment and overun the capital, Kabul After that, the mtermnatonal
commuuty was rehictant to engage with Afghanistan’s banking sector our of fear
of vielating sanctions, and mlemational denors and a1d orgamzauons suspended
their ﬁmdjng and programnung actvities in Atrghamstan. As g resnlt, Atghamstan
fell o economie and homamtarian crises,

Secondly, we are concerned about the method nsed by Conrad to caory ont this

andit, in relation [c:-'.neﬁt responses to the auditors.

[ndeed, prior to the exit meeting held on December 14, 2023, -proﬁded
respouses to the preliminary issues identified by Conuzad.

Duing the exit meeting, the auditoss told -th-at these resporices wounld be
considered when drafning the drafr report

We are concerned that Hus does not appeat to be the case, meainue IJ_mL-
latest justifications have not heen taken into acconnt

The fact that these tesponses wete not considered 1s apparent from the Summary
table of 13sues as of 2.8.2024, whege the last sponses ate not mchided, did
where the preliminary results all remained the same despite these responses.
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I. =4 ch

1 rped costs to the Program based on budget estimates and
therefore lacked an equitable allocation methodology

(On the Finding 2024-01, under which, according to the auditors,

Conrad fonnd that -diri not develop and document a merthod for allocating
shared costs actoss programs and did net have a reasonable and equitable allocation
methodology for allocatuig shared costs across programs. hmsdlod for
allocating shared costs was based on budget estimates and not oo actual costs

nenrred,

Apain according to Contad, i addition, - did not perform an after-the-fact
review ot provide documentation to demonstrate that (1) the budget estmates were
accurate and ﬂdcq\.mL-.-lj- weflected costs L‘].lalgcd and \.Zj coslts were &Ippl{}l}liﬂltll"

charged acrocs programs to reflect the level of work performed.

This finding relates to 4 different cost categories: silaties (IL1), program supplies
1L.2), othier direet costs (I1.3).

Fioally, Comad's econsideration ol -L'osls allocation method contravenes
gt To tair notice (11.4).

L1) Salaries

In total, $275.189 in salanes are considered unsupported costs because they were
charged to the Pm‘gmm based on budget estunates and lacked an E‘qliﬂ;lhle-
allocation methodoloey.

However, after demonstraung how the costs allocaton method mn question s
equitable (A), how it lias always been accepted by USATD (B}, and how the methad
complies with applicable cost pundples (C), ntends to demonsiate it has

taleen full acconnt of the anditore’ observations (1.

A) The cost allocation methodology used by -1: equitable and
transparent

In practice. in [l missions, there are personnel hired for mnning the office,
gnards, duivers, adminstiative stat! incnding finance stafl — in other words the
support teams — that can’t delineate their time each day by a funding sonrce (or

donor).

-r-‘.llocm'.ion methodology for shated costs was developed so that all donors
wonld share equally the “sdmmmstiative costs” of rinmng an office overseas, i tus
case Afghanistan.
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The aim of the methodology 1= to shate these costs i a fai and trans parent manner
among donots —in other wouds, fairly distributed nsing an equitable and wansparent
allocation kev for eacl expensze.

E

Procedure for the Allocation of Shared Costs

-:1110|_'-;1 tion method was implemented to guide fleld missions on the
distzibiution of shated costs — mostly salay and peneral mussion costs, repularly
recurting — across difterent budgats.

For this purpose‘-ralm]nres allocation kers based on direct aid and aid saff
budget. Tlese elements are compared avioss all budgets, The weght of aid
finchiding aid sraft) of a cpecific budget determines the weighr of chared coste thar
same budgel has to take on

The caleylation is continuons, not fxed to calendar vears but linked to the dwation
of the projects. New projects are being added betore submission of proposals and
their shate calenlated for their daration.

5 o 4 different types of keys can be caloulated: a sector-specific aid key for shared
aid (staff) eoers, a base key for shared base (ctaff) cosfs, a coordination key for
shared coordination (staff) costs, and in specific cases a staff kev.

The calenlated key is converted into months for the creation of a general allocation

table, applicable to all donors and cnnencies.

Trwll be demeonstrated below that rhis costs allocation method 1= well docnmentad,
well known, sod repeatedly accepted by TISATD since 2013,

Together, these elements show that the method used hy-ovpr the |
past ten years is equitable, transparent, and well known by USAID.

B) The cost allocation method used by -has alwavs been
accepted by [ISAID

The shared costs allocation method 1n guestion was developed by PUT 10 2013.

oo the ceqg 2010 the certified public acconntant fon

— member of the American Institute of Certibed Public
Accomuntants (AICPA) - cuaed out a federal award complance examination,
nclidme 5 awards that were closed dunng thar fiscal vear.

On the oceasion of this 1eport, -puinlrs.d out that the siaff (expatiare as well
as local) did not complete timesheets or document the time they worked on eacl
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award. It mdicated that “withort prope decuvwentaiion to supbert rhe distribution of
splares and wages, personsed rasty anocated ivith each program conld Ge considered
wnallowable.”

However, -;llsu noted that, based upon its review of policies and

procedures adopted in Febmary 2013 and implemented in July of 2013 (as

documented in its correspondence to USAID dated August 11, 2013), IR
had now implemented a method of allocating salary expense for all

expatriates in accordance with 8. of Appendix B of 2 CFR 230, -

Tlie same process was implemented for local stafl. *

Eahibit . Andil Report — Federal Aveard Compliance Exanupaton — 2017
-wa-s able to find the dvaft of the above-mentioned conespondence sent by
-ro USAID on August 11, 2015, which TO- knowledge has never
received g teph-

I this ]l:‘{l‘E'.‘.-illl."DUllE‘d USATD that -llﬂrl developed its new method

for the allocation of shared costs

The-rxndiror canchided rh:1r- had implemented procedures to comply
with the applicable regulation.

Exhibir 4- Diaft lettes t]'mn.l(; USAID — Augnust 11,2013

For the year 2013, - condncted the came Federal Award Compliance
Examumation, which incnded the audit of 11 awards that were dosed duiine that
fiscal vear.

On this audit, - confirmed that, in relation with expatrates

bas won mplewented a mothed of
allacativg salary expense Jor all expatriates in aceordance with S.n of Aptendis: B of 2

CFR 220"

In telabion with local statf, -r.oucludL:s:l hat:

D 2013, [ - - -t
J < ¥ - o bt
i sl

of adlocating loca we conseeder this furdeng tn have been properh

addressed. "

Ezhibit 3: Andit Reporr — Federal Avward Compliance Examgarion — 2013

Page 07 ot Exhilic
*Pape 61 of Exhilir
3 T":l_?_r 62 of Exlubit
* Page 60 of Exlubir 4

[ | o
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US governmentfunded projects have since been systematically
andited, No certified public accountant finn has ever criticized the
method used ta allocate shared costs.

What's more, since 2013, USAID is perfecily informed of the cosi
allocation methodology for shared costs related to human resources used

by -md has never expressed any objections to it.

Indeed, the RCA andit reports are share, ually with USAID’s Bureaun
for Humanitanan Assistance (BHA) by r the accounting finn.

MNatually, the Awad woder diseussion was also andited in 2021 and 2022,

No comments were made on the method used to allocate shared costs.

In the draft report, in the patt related to the Statue of Prot Andit Findings 1
Comad indicates that one previons SIGAR andit * abieady found thar i
charged costs to the Program based on budger estunates and lacked an equtable
allocation methodology.

First, it must be noted that this l‘mdjng was also made by Conrard, a5 it was the
wdependent andit finm contacted by SIGAR (o conduct the audit of Grant No.

I addition, nnder the Grant Ne _Comﬂd iss1ied its Fimal

report on Maxch 7, 2022
Yet, the peniod of pertormance of the present Progran: started Augnst 1, 2021

This means that at the time the present Program started, and throughout
most of ifs execution, such findings related to -costs allocation
methodology had never been raised nor brought to its attention.

Further o, as will be esgplained beleaw, this means that the imterpretation of the
rules applicable to Liave changed dunng the execution of the present
progrant.

Yer it will be noted that between 2013 and Conrad’s final report of the above-
mentioned program  dared March 7, 2022, [ cost allocation method, if
slightly updated, remamed unchanged.

Tn pasticnlar, the allocation of shared costs based on budget ectimates did not
include a process to review after-the-fact these costs.

I Pages 46-40 of the dealt iepor
Y STGAR Funancial Audit 22-13 of Costs momnted moder Agiseimein Mo, _ {or

the perind of Crerober 1, 2019 thrangh September 30, 2020
7 See qlwie
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Therefore. shared costs allocation method is known by USAID for
mare tha Vears, and SIGAR’s financial andit 22-18 — based on
Conrad's andit reporl - is the first to question this methad.

It is also the first to recommend costs disallowance based on such finding.
Wevertheless, as will be demonstrated helow, -lu!'_-' taken due note ol the

auditors' temarks, as soon as they were bronght to its attention, and has
implemented internal control procedures accordingly.

C) Ou the application of the applicable cost principles tn-
method

The applicable cost pundiple 15 as Follows:

2 CFR 200430 - Compensation-personal sexvices states, i part:

"4y Seandards for Docsenrentarion of Personnel Expenses

(1) Charges ta Federal amards for safaries and wages mii be based au merds Mhot
accaratedy reffect the work peeyermed, Thece records wnit :

(1) Be suptorted by a system of internal control that provides reasonable
assurarce that the charges are acctivate, allowabfe, and properly
allocated:

fadi) Budpel estimales (ie., estivites defermined te rhe servfver e
perjariged) alaie da wat gualify av sepport far cbarges fa Federal awards, bt way

Le wsed for interivy accounling purposes, proveded thar (...}

LA The systens far establishing the estimates praduces reasonable
approximations of the actévity actually performed:

(B) Significant vhanges in the corresponding work activity (as defined &
the mon-Federal eiedy's weetten poligees) ave idenfified and entered inle
the recards 1 a timely manner. $hart tesu (such as one.or fwe nanths)
flutuasion bemeéer wordlan catesprier need nof be sonsidered ar lony
as The distizbetion of saigres qnd pages &5 reagorable over the fenger

Tere el

(C)  The non-Federal entity’s system of internal controls includes
processes to review afier-the- fact interim changes made to
a Federal awards based oir brdget estimales. |...) "
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It is necessary to recall that the total budget of the Award was $22.500.000, out of
which §4 393 845 1n costs related to salaries were allowed.

Finally, as presented in the Special Purpose Financial Starement (5PFS), 53.869 663
were actially spent on salades.

This vepresents a varmtion of 574182, or 2.3% of the total amount of the Awsard.
In this nstance, - costs allocation methodology complies 1 part with the
above-mentioned regulation, as it provides a system reasonable assurance that the

charges are accugate, allowable, and propetly allocated.

detaled Excel sheet entitled “Table for the
ACC™

This proceduse tesulis noa vewy
Allocation of Common Costs™ (!

The TACC for -,-'\r'ghmmm n missions has been commuiicated to Conrad as
pact of the andit.

Hewever, it is e that at the peniod of perfarmance for the grant (Angust 1, 7021
to March 531, 2023, used budget estimates to allocate shared costs telated to
personnel expenses without having umplemeanted a pracess to review after the fact
these chiarges.

Nevertheless, as will be demonstrated below, -]1:-1.5 surce then implemented a
geries of conective measwes incuding gniesheets and systemanc after-the-fact
[EVIEWE

D) On the update of internal procedures for allocating shared costs
by

From March 2( -hﬂs set np 2 procedite tor implementing dmesheets to
employees, nationals and expatnates, whose costs are chaiged to donor-himded
projects.

Salary costs considered as shared costs are therefore chamged fo the projects

=

according to the disttibution resulting from the timesheets.

Exlubit (J:-PL'\'.'rerl'.m= forimplementing nmesheets — March 27, 2022

Swce then, timesheets have been [ully implemented for § mussions.

By the end ot 2024, timesheets will be implemented for 7 addimional missions —
including Afghanistan.
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Hence, by the end of 2024, nmesheets will have been deployed on 83% oi‘-

missions worldwide.

nEsions
2024

JCCSE 0L 13

Exhibit 7: Description af pro
Exhibil 8: Dey

ut Digpaann Tumesheet for Afphumsian -

Several arpuments explun why tunesheels aze implemented . Afghanistan 1n

2024 (while it has stacted in 2022 on other missiansy

- Afghanistan being one of the biggt'";[-uus 1005, there was a wish to Lest

the new process on smaller mi

sions (technical challenges o manage the
unplementatuon of the human resources software with so many employees)

ared galn experioncs;

- Complesity of access (at 4 country and 1emons’ level) for trwmng and
deplovment;

- Difheolt political and human resources remilations context, with the fall of
Kabnl in August 2021, which srrred:
* Change in the local team (Impact of women, etc)
= Difficoltv i recuiting international stafll

On a macio point of vie ,-ccrusidemd that Afghan team had more pressing
challenges 11 the atrermath of the fall of Kabul,

Moreover, -luld erstands that itz cuzrent costs allocauon methodelopy, i
documenred and equutable, is qute complex.
That is why -la curently deploying new witernal procedures.

At the end of 2023, -pu_u:l?dl.ur* for the ullocation of shured costs Lias been
npdated.

Since October 2023 the procedure inchides an aftec-the-tact teview of the
allocation of shared costs

“Starting Qetober 2023, eqch tnre a program is finalized, an wpdated TACC mrust be
Frg S 3 !
aertormed based o actial aid and ad dal excbenies fheckh will be the 15t draft af the
il i
feaal financol report).

The ratlos calistlated based o actuals will e compared 1o the satior caleulated baséd on
[0 A

s — Updated 2023
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This is also reflected in -_-EGJ.'H Programming

Indeed, in accordance with the fmmework note for the -f\|1:1|1fiﬂl vear, and mn
line with the multi-year stiategy, the focus of the administrative and financial
management will netably be on the following project:

* Drevefopa wew shaved vost sanagemeny tool (wen LACC)
bplementation of a new TACC, thr -r"_—JC'C bezng afd (7073) and questioned &)
TG RN,

- Applieation of TACC Adtnal vs. Budset control for curvent prajects fin parallel with the

wllont of the new method)."
HEN .1.."-1;-3'2:- ramoing 004

Therelore, -has taken into accoumt every comment made by Conrad,
even before they were officially endorsed by SIGAR.

1.2) Program supplies

This finding relates to an air charter carrming medical equipment; pharmaceutical
items  from o Kabul (AFGHANISTAN) on
December 16, 2022,

The medical eqmupment was desnined o the present Program, as well a5 3 other
programs led by hiu AFGHANISTAN.

Medical equpment i= considered goods and services nnder the cost punaples set
ot below:

A) Applicahle cost principles

"(a) oA ewit w allocable fo @ particiler Federal anard ar ather cofi obeciive if the gnods ar
servdces fvolved are chageable i assignable to that Federal award or cost alyective in
deverdaie with relarive benglits received, Thic standard i et if the coss:

(1) Is incerved specifically far the Fedeval award:
(2] Benefits bothi the Federal award and ather wovk of the non-Federal

entity and can be distributed in proportions that may be approxinialed
using reasonable methods: and
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(3) Is mecessary to the vverall operation of the non-Fedeval entity and s
assignable i part ta the Federal award in accardance with the principles
tir this subpart.

(d) Direct cost allocativn principles: If a cost benefits Lnw or more propecis or adivities in
p:mamanr that can be derermined wazhont wndug effort or cost, the cort mt be alfscared to

ajects based on the praperiional bepefil, U X rost bﬂmf’ Is fwo er more projecls or
aclivilies in proportions that cainol be determined becanse of lhe
interrelationship of the wovk fnoolved, then, notnithstanding parmgrapk (<) of this
sectton, the costs may be allocated or fransferved to benefitted projects on any

reasanable documented basis. (...)"

B) Application of the cost principles to the air charter
The taml amonni of the air charter’s invoice 1z 3 625000,

Exhaber 11: Air charter invoses

Thic ivvoice represents the total amonnt of phacmacenticsl item purchases for 4

different projects, including the project in question here.

T value, the total amount for the phaimaceutical items for the 4 different projects
18 € 570.207 74,

This is evidenced by all the invoices for the pharmaceutical iterus that wers
purchased for the 4 projects.

Exhibir 12; Invoices
Out of € 57020774 m total value of the medical equipment puxchased, €
523.329.58 were dedicated to the audited Project.

This represents 22% of the total order, m walue of the pharmacentical items
purchased

Evenmally, ot of 3 625000 twom the g]nh:‘.l ar charter wvoice, -c]mrge(] k3
587.500 on the general ledger

This 1epresents 94% of the global imvorce amount

A vanation of 2% represents §12.500 on the total amonnt of § 625.000

L1
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[tis reminded that 2 CFR 200,405 (1) (2) accepte approximates, as opposed to strict

equality, .

Therefnre,-mrnngly objects to the entire amount allocated ro the project
being declared unsupported, given that
applicable cost repulations mentioned above,

s fully complied with the

First, il is Ungaggtive to point oul that, contrary to what Conrad asserts, in (he
present case did notat all apply its above-mentoned cost allocation method,
as w1 the case of salanes.

Exhibit 1: Table — Summary of ssues 2.8.24 - Sheet p.4 line P-01

On the cenfrary, - dmded the total mveice between the vaneus projecs
concetned by the air charter according to the value of thie medical item transported
tor each of these projecs.

Hence, the allocaton is not hased nn-usm] TACC, but on the actmal tatio of
the value of the products bansperted.

This dismibuntion is perfectly in line with the allocable costs punciples set oul m

CFR 1egulaton 200.405.
Tideed:

- The amount charged ($ 587.500) was incurred specifieally for the
project;

It can't be deniecl, and the anditors did not deny, that most of the medicine carnead
by the air charter was destined to the project nndes discussion.

The air charter benefitted both the Program under discussion and
other pragrams,

And the ecost can be distributed in proportions that may be
approximated using reasonable methods;

I1 fact, divicling the total cost between the vanions projects an the basis of the valhie
of the products transported for each project 1s a pecfectly reasonable method,
allewing an approxumate proporfion of the tofal to be allocated to each prajecr.

The air charter was necessary to the overall operation of-and is
assignable in parl to the Award under discussion;

It can’t be dented, and the auditors did not deny, that the medicines camied by aix
chatrer to Kabul were assignable in part — and even in majonty — to the present
Avwvard.
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In conelusion, for the air charter -1:15 nol used any cost allocation
method and has complied fully with its obligations in terms of allocable costs
principles,

-herefnre firnily refutes the conclusion that the sum of $587,500 related
to the air charter is wnsnpported.

L3) Other direct costs

IUnder this sub-findng, Concad identified 26 instances where other direct costs
were allegadly based on TACC bndgeted figures.

-(hsagiees with this assertion, since either the costs i questioy were 1ot
allocated to several projects (A), or the method need 15 compliant with apphcable

regrulabions |

A. On the J instances where the questioned costs were not allocated
to several projects

On 2 instances °, Comad found that no allocation was provided and that the cost
seemed to be bazed on TACC budgeted figures.

Hn“'evet.-doeﬁ not understand thos 15sne, swce the assete puchased were
exclusively and solely dedicated to the present Avward.

Tliese assels were not dedicated to any other Award, as shown m the documents
submutted by o the auditors noder mstances O-01, O-02, and O-03

In these conditions, the TACC does not apply. The costs were not based on budger
estiraates.
B. On the compliance of - costs  allocarion method with

applicable regulations

It 1 yecalled that 2 CER 200405 — Allocable co-

“(a) A rost is allscable to a partioiler Federal amard or other coit objeciive if the goods or
services mvolied are chargealile or assignable to that Federal award ar rost olypecrive in
accoriance weth wihatie benefifs reeefved. Thic davdard v peet 3f the cort:

(1) Ls rncirved specifically for the Fedeval award:

B0l O02 0403
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(2) Bencfits both the Federal award and other work of the nop-Federal
entity and can be distributed in proportions that may be approximated
using reasonable methods: andl

(3) Is wecessary o the overall operaiton of the non-Federal entity and is
assiguable in part ta the Federval award i accovdance with the principles
in this subpart.

(d) Direct cost allacation principles: If a cost benefifs e or moare profects or adivifer in
Lrwporteons that can be deterrmned withoat wndue effort or cost, #he rost myst be allocated ro
the projects based oi the prapertional bengfiz, 1f a rost benefits two or inore projects or
activities n  proporiions that cannot be  determiined because of the
interrelatiouship of the work fuealved, then, poavitbaanding parmgmnh (o) of this
sectzon, the costs may be allocaied or transferved to benefitted prajecis an any
reasanable docimented basis. (...)"

L -113:46 its costs allocation methodology -
hased on the TACC — developad m Section 1.1) above,

Tt 15 true that in the other insiances

However, lus method meets the requurements of the above-mentioned regulations.
Indeed, on one hand, the questoned costs relate to goods and sefvices.

These costs were menned specifically for the Award undey diseussion, which is not
debated.

They benefitted both the present Awsard and other awards. These casts have been
degtnibuted m proportons that ace approzumated — ag expheatly antionzed by the
applicable regnlation - nzing the TACC, which i nindonbtedly a reasonable methaod.

These direct costs were necessacy 1o the overall operation or'--.i nd are assignable
m part Lo the present Award.

On the other hand, m appheation of the direct costs allocanon prinaple recalled
above, the direct costs can be allocated on any reasonable documented basis. As
has been demonstrated abowve, - costs allocation methodolopy is soldly
documented

I adchtion, -135 implemented a senes of measiies to take info account the
anditors’ comments.

T005 e O-09, O-14 10 O-27, O-29 o0 O-31

14
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In conclusion, all of the questioned other direct costs should are supported,
either becaunse they benefitted solely the award under discussion, or becanse
they were allocated nsing a method compliant with applicable regulations.

Finally, this costs allocanon methodolooy applied ro other duecr costs has always
been used by - and has always been accepted by the auditars, by SIGAR and by

USATD.

Under the two previous audits performed by Conrad on -ptograms in
Afgh:mistﬂn"'], this issue has never been raised neither by Conrad nor by

SIGAR.

Questioning this methodology after the execntion of the pioject was complered
hrmchl?s.-ighl o fan nohce

I1.4) On the violation nt‘-right to fair notice

The universal legal principle of fair waming ot fair notice — “sfuie juridigue” in
European countres -, is, under American law, based on the due process clause
of the Fifth Amendment

According to this dectrine, defendants must recerve “fair notice” of the condner
that can subyect them to puunshment. In other words, whete a defendant —
whether cromunal or civil — faces prushments, the standards of conduct giving
wse to such punishiment must be reasonably disceinible before the punishment
i5 imposed.

By two decisions from 2012 1 the Supremre Cowrt retterated that tederal
apencles must gve fan notice pror to enforcingr regulanons.

Natuzally, dus rule applies to enubes acting on behalf of these agencies, such as
Conrad.

In the first decision, the Snupreme Contt tonnd that due process demands “zhar
reglated parties shonld Enow whai iv requered of thevr o they weay aet aecordipht fand]
Jrectsion and gridance are wecersary sa that those enforeing the o do not ag in an arbimayy
o discrimsinatory way”” "

In the second decision, the Coust refused to defer to the Agency’s new
uiterptetation of its own regilanons, as domg so would “seranh anderining the
briwple that apencies should promde regslated partes Fair warnng of the conduct [a
repnlanion] prolubits or requures™ . According to the Canrt,

1 Grant Nm._ and Granr Na _

W B p, Poo Teteweriop Stations, Inc, 1325, Cr, 2307 y itapber v. St Elne Beecham Carp,,
1325. Ct. 2136 | 2012}

12 P, 132, 558 a5 2.
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1]t is one thing lo expect vegulaled parties to conform their condact o an
agency's interpretations once the agenc) announces them; it is quite
annther to vequive regulated parties to divine the agency's interprefations
i advance or _else be held kable when the agency annovurces ils
interpretations for the first time fn an enforeement proceeding and

dewiands defevence.”

The Supreme Cowmt emphasized that:

“Wheve, as _heve, an_agency's aniouncement of its_interpretation is
preceded by a very lewgthy pertod of conspicuous ingeltion, Lhe potential for

urifeiv surprise is acite.” r

Hence, the holdings in these two cases provided an important reminder to
regulated entities that while federal agencies may indeed change their policies,
they cannot enforce those chanved polices without providing adequate notce.

In dus inseance, a5 demonstrated above, the shared costs allocation method used
by 1as heen contumaonsly acrepted by USAID since 2013

This means that since 2013, USATD considers that tlus method comphes with
the applicable regulations,

Between 2013 ang shared costs allocation metiod has remained
nochanged, and it 1s aware that between 2013 and today, regulations have
changed, there Iias had a vexy lengthy period of conspicnons inaction by USATD.

I other words, up o SIGAR’s Financial Audit Report of April 2022, based on
Conad’s audit repart dated Mawch 7, 2027 5 USAID had always consideted
that shared costs allocation method was fair and equitable. USATD had
also, up to SIGAR’s Financial Audit Report, always considered that this method,
hazed on budget estimartes, was comphant with applicable ragnlations regarding
personnel expenses.

Therefore, Conrad’s fndinps under the present Program, statng that the
method is conprary to the applicable regulations constitites a change in the
interpretation of the applicable repulations.

AT 0o poinf was -Euformed of this change in the interpretation of the
reqvilations before the actual enforcement proceeding.

Canquuc‘nlly,-was denied its right to fair natice,

B Christopher, 1325, Tr at 2107 and 2168

= (_.'.’rn'x.-‘r,‘.‘nf-.sa-\ 132 5. Ct. ar 2168

5 Endorsed by SIGAR 1egarding Grant Agieement Wo, ;see nate n” 6 above
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1 this context, -cr1111'i not adapt its behavior to the new interpretation
of the tule

However, as demonstrated above, ance informed, -mﬂrle every
effort to comply with the new interpretation of the rle and the anditors
f&qﬂesrs-

Theretore, -shnn}d not be asked to refund any costs under this
[inding.
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I1. On the ["in(].in.lz 2024-02, under which, aceording ta Conrad, fun ﬁmds

d_ocum_e_n_red to__d_enmnsmte l'l was relared tg_il'n_s._l}gc_rg_r_f@

.'i]l demonstrate that a competitrve bid analysis waz completed hetore celecting
the Money Transfer Apenaes (MTA) (A), and thar the hnds transfeired were
related to this Program (B),

Te begin with, it must be recalled that the execution of the I’Logmm started g lew
weeks belore the fall of Kabul m Avgrst 2021,

Therefore, although a competiive bid analyss has been 11121L1E-;-462111£ wete
extremely foonsed on secnrity and guestions arsing regarding, among others, their
female natonal staff

Nevertheless, despite this difficult context, and the fact that almost everything was
shitting trom one hour to another -thﬂnl-." to its long-lasting intervennon in
:‘&lgha.mst‘ul. managed 1o contact several MTAs.

A. On the competitive bid analysis that was performed before
selecting the MTA

T a report issued in Januacy 2024 on the cash shipments to Afghanistan ', SIGAR
itself ctated:

“(voi) the Departurent af the Treasury (Treasury) biocked IAB from accessing div assets beld in
ULS. arconnts, and infernational  denors and  aid
organiyations suspended their funding and programming  activities in
Afghanistan. As a resili, Afgbaristan foll into economic and bymamitanan aises. By eary

wncluding  the U5, porernnment

2022, international danars and the TN agreed that assiriaice needed o resune fo addvess the
aises. Huowever, sanctions on the Taliban and the isolation of Afghanistan’s
banking sector meant that bmplementing partiers did not have relinble or
sufficient cash-on-hand to puschase and deltwer requived goods and services
throughout the country, To metiare thes ticwe, the UN, Jn macnitation with the Departuents
of State (State) aud Treaswry, defermined that i weeded fo transport ULS, aerrency inta Hhe coient
fa pay jﬂ the rwmmﬁm' and 'JFﬁFﬂ?J}/.-’.’HJ"{' (aike astaciated with dela amm basmanitarian

arsestanee,

Sinee Angust 2021, the UN has purchased, transported, and transferved at least
82.9 billion te Afghanistan using international donor contributions, The U.S. is the
largest internaiionnl donor, having provided about $2.6 biflion in fiunding for the UN, other PIOs,
and NGOs aperating in Afpbanisran sivce Angist 2027, Mare than 51,7 bidleon of that funding
anre_from Stave and the US. Avewey for laternetonal Dewelgpomeat (USAID) to gyppor
bamanetarian activitres imiplenented by P1Os and INGOi, includivg the UIN, e TWorkd Bamé
and the Cotomibo Plan. However, STGAR. found that donars malke dniributions 10 pooterd LN

The ™ Has Poeclased

..d Tkt !-.-.--—.l"l".l.—--.a..

i

ATt A stistance T —

Tanigare
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aceounis, and tndividial dopors—neluding Stare and US-UD—cannor determine bayrmnely of
thesr contribmtions are used to farchase and transport cach for ase in Afehanistas.

(v:fe The UN reparted thar 1 began prrwhasing and shipping carb because of Afohan banfs'
imaldfity Io participale in tervational wive transfers and Afobanistan's lack of dewestic enrreng
circilating thivughaut its ecanorsy.”

The tepott adds that to alleviate the crises, Treasury’s Office of Forsign Assefs
Contipls 1ssued 7 general licenses between November 2021 and Febinawy 2022 to
clanfy the sanctions reginie and to allow international donors and aid organizations
o resiine humamtanan and development assistance mn Afghanistan.

In the immediate aftermath of the fall of [<a hul‘-— whels a major hnmarutarian
actoi in Afplanistan — wag one of the few wd oigamzations that mantaned its
assistance i the connmy.

Dhie to the collapse of the entie bankugr system and the nternational sancuons,
contld not rely on its 1snal banking channels to brng i money to Afghamstan
o finance tliese progams,

In emergency, it had no choice but to call on the services of MTAs fo transfer
cash fiom headquarters to Kabnl There were no other available means to ansfe
money for paymmeiit of opetations and staff salaces. and to enente the re sponse to
the ctisis following e Taliban's mkeover

Ttis i these very specific and cuitical conditions that the MTA was selected b}'-

&= On the selection procedure

Belore and for months after the fall of [Kabul, most of the established and np to
Westein standaids merchants — and therefore MTAs — had fled. The ones
femAlNNg Were Very cantions and not very keen when -:'emimlu}d them of the
necessity of a comparative bidding analysis and the document Hovy that it requues.

In order to find a way to mmpott J_'l.uLLiG,-peli'r_‘nluled the comparative biddme
analysis but did not archive the companson gnd, se that if Taliban gnomen decided
o raid their premises they would not eusily identify and possibly thiresten then
MTAs.

MNeverthelese, apart trom archiving the grid, all and every stepe necessary for the
comparative bidding analysis were made: the 1Ds were collected, all anti-tearomist
meney laundering vetting was made, multiple MTAs were compared (G in total). ...

And of coutse, validation forms and contracts weie signed.

Exhibir 14 MTA related docnments _Qt_-.llltﬁi‘.-m i Afehamstan

19
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Theretore, the enly missing element is the dooument that could have allowed the
Talbans to know mn the blink of an eve who wee MTAs, and possibly
endanger or pressure them, or monitor mora closely ChVIET,

It must be reminded that the Taliban government had asked all non-governmental
organizations (NGO) to stop employing female nationals, and that donors had
strongly recommended not to comply.

Thanks to its proacrive precantions -rmlld mainmin 1ts activities and keep mosr
ol its national stalf

It therefore appears that even if the grid was not (illed, the agencies were
Ill.'):[u.‘l.bdl’::la Pl{t i]l CU‘IIP‘.' Li.ti.‘.ll.l iuld thl:‘_‘ Ob'jcc‘.'ll\"cﬂ u[ “1:: glid fl.ili‘j.].l.(:d-

*  On management’s control over the selection of MTA

Accowding to Courad, -clicl not comply with regulation 2 CER 200,303 — Internal
Conmrels, stating . pact that “#h¢ won-Federad entiy mnar: (7) Establish and maintain
effective internal control ovey the Federal anard that provdes reasonable assurance thai the
tpi-Feceral entily & miainagiin the Federal anard in compliance with Federal slatutes, resrlalions,
aid the termes and comditions of the Federal amward (... ]7

Howevet, -MTA Proceduse stipulates in its Sectuon 4 that final validaton of
the MTA will be done at HO level. The validation form has ta be signed by the

Finance Controller and the Chief Financial Officer.

The provedure was more than respected in tus instanees, HO Lhaving sipned (he
MTA validation form.

In fact, given the impoartance of this MTA selection procedure, the validation form
was signed not by the Clusf Financial O fficer but by the depnty CEO.

Exlibit 1o MTA validation torm

Hence, headqnarters established and maintained effective internal
control over the MTA selection by the mission in Afghanistan.

The auditors refer o PUI's Procurement Guidelines, Section 3.5, according to

which the logstcian has o request derogations when he/she thinks o realizes that

it will not be possible to respect the standard procutement procedures.

However, these guidelines do ot apply in this case as the wse of MTAs does not
fall under the standard procurement proceduses.

20
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Tuderd, the MTA selection procedute 1s not a purchase procedue — meaning no
purchase orders nor purchase requests for transters are 1ssued -, bt is by definiton
a derogstory fnuncial procedure hom classie financial bank trunsfers, validated by
the headquarters and used only in exceptional simations.

It means thar the MTAs are nsed only when the usual bank transfers do not work,
as was the case during the andited program

It aleo means that flling the camp;uisl:)n gud 15 not absohitely compulsary, but
mostly aims at analyzing and comparing the different criretia for 8 MTA validanion.

Hence, a derogation request from the logistician did not have to be
completed in this instance,

*  BHA was duly mloumed ot MTA selection

This siuation was duly noufied to BHA 10 an e-mail dated September §; 2021 sent

la}"-)liddie East Desk Manager:

T wrondd alsa like 1o take iher gpporianily to ket o Ensw ;‘Emn’-f.r cotrrenily sivevivg
2o mieef it fnancal commtments, espocially towards v staffs (selares) and sapplors.
With the closure of banks and scaveity of cash available, PUI has srgied
contracts with 3 Money Travisfer Agents (MTAs), foilowrug the agreed inrernal

procedure — iwhich tedudes all wecessary comnter-terrorions thecks, Yet, MTAs do bave a
cost and i fee srapplied fa each transjer (from 3% fo 8% depenaing on the MT 4"

On the same day, BHA's Prooram Officer  Afghastan Comples Emergency
Elevated Burean Response, replied Lo - Deesk Manager on
the ather topics mchided i the e-mail.

.did not reply abourt the MTAs, which can be interpreted as tacit approval.

In any rn.c.el- tulfilled its obbgations and wamed BHA about the selection of 3

MTAs; it can not be held accountable for BHA's lack of explicit response to flis
mformation.

Fochibie 16: Eomail from -LD_BT:L-\ September 8, 22
B. Onihe transfer of the funds in question specifically to the audited
Program

-dﬂes not nse g specific bank account for each project, bt works with a cash
FI'."'."LJ‘.II)]_ 5}'&-1(‘11)..

This has alwaye been the case and 1s not in contradichon with BHA gndelines
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Berween August 2021, when the banking system collapsed 1w Afplanistan, and
Octeber 2023, when il became possible (o tevert to the nsual banking system,
was nsing MTAs as it was the only option to send funds to the fields.

Tt was not possible to transfer cash project by project.
The system of cash pooling for teasucy apphed the same logic dusing this penod.

The wansfers o 3 mission are not counected to a specific program, as
analytical accounting system allows to track all donor payments and all expenses
related to the sume project,

Also., the MTA tees are charged on a fau shared allocation among the on-gomg
projects, while -'uulmls thart transfer fees chaiged on 4 specific program are in
line with the percentage agreed with the MTA.

As mentioned jn- financial report for this grant, 7 145K§ (direct costs) have
been spent on the field, those expenditizes being done following HQ tans fers
applying a 3% commission on MTA dunng this specific petiod in which the grant
hias been achieved, with ne bank available.

Considenng the 5% MTA fees applied on transfers, a maximum of 357 k3 should
have been chatged to the grant, which is the rase as only 311 kS bank fees have
eventually been charped on the andited Program,

Therefore, according toJlBinciples, this threshold has been followed-up with o
tair cost charged on this BHA program.

Tt is noted that [Jleverted o using the regular bapking system and banling
transfers as soon as it became possible, 11 Octobet 20023

'| TI |\-: it is recalled thar Conrad taised the same issues in its precedent audif of
However, allex - explnations, Comad did not declme these costs
unsupported.

Tt is the same NTA that was contracted bjf-for thie two programs, and for the
same secruity reasons the compatison grid was also not archived by

-:uiks Conrad te be consistent with its previous decision and lo declare
the same costs supported as well.

-stresses that changing decisions when facts are the same could breach
the universal principle of right to a fair notice (“séewrité juridigue” in
European countmes).

T Grant rio,
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111, On the Finding 2024-03, under u_u_'h_ic!]_,_:ltggllﬂﬂ}gg_(}_gm_c_[,_-

insufficiently monitored its sub-awardees

Please fuid 51.11{10;-::1]_;1:.1{1 -J.L"‘;pdj_l!:'i:!:' to the 1ssues raised

nnder this finding.
-J;es.p_qusts_m Funding 2024-03
1espoases (o Findmg 2024-03

Exlubar 17
Exhubir 1f

Iv.

On 17 instances, the auditors found that ne official wavel expense forms were
provided, although | Afphanistan Human Resources (HR) Policy requires that
such forms be filled out prior to a tnp,

There seems to be a conlusion related to the ditferent status of PUT's emplovees,

- -’Lﬂ__rhzuusim HER Policy

-Al'gimmsian HR Policy states, muts atticle 1.1.2 — Scope of appleaton:

“The Human Resources Policy apply to all _Afg].-lﬂl_liﬁ_lﬂl

locally recrnited employees”,

The same Policy states thar

The .".-‘),LD;":E]-'FF iy be rﬁg.rrirr:ﬂ' 0 conidnit dutter ostciie of bis/ het duiy stotiow, as ..'mr,;r}'_m'
in bis/ Dey enapilovment contract and/ or job desoopiion.

Lye this regard, -_—l fohanistan shall cover the folloning expenses, as may be needen:
Food (breakfast, luneh and/or dinner)

Transgportation

Asonemodarion

Mabrame costs

The requeest mivest be done filling in the Annex 7 préor to making the trip.”
I

In gther words, the official travel request forni must be flled for work related
uavels withw Afpharmnstan Internauenal tavels falls under a different procedue
called the Expatriates Guide.

Exhilir 1(.?.-'\r}_“_'ﬂanj=.t1:‘r Human Resonrces Polier

Secnon 3.9,2 — Offictal Trave]l Expenses
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1ate Gude

-Exp-.m'ia te Guide applies to expattiare staff. !
In Section 1.3.3 — Travelling, the Guide srares:

‘- Travel home / HQ / mission / HQ / home
ol

The association also covers all the travel expenses front HO fliome (for
expatriaies who do not pass by HQ) to the assigned wiission location and
vice versa for the retnrn. These expenses are in theory subject to a dived
prrihase by the assaciation, or srvasyonaliy to an adegece o jnstif) or expense vepors
ta vezmrzmse. 1 s rireliddes:

& Transporration betweey bomef HO aind 2he snrernational alypor? of deparsure arvival,
and fo the bare. The

inelmides faxs costs,

o Rowend trip flr
ASEIgENT yeptnn (5 ot divectly served.”

ioht(s) i case the

ket for the assigied cowntry, thdiding secondary

Section 1.35 — On Holiday of the same Guide states

“The organization covers a return ticket to the expatriate's conntry of
vesidence affer 6, 12, 18, 24 wronths, eli. of assiprment and wider the condilion that fhe
expairiate agrees fo confinue ber! bis work fora mini v duration of 2 additional months:
fond
Tibe orenisation covers i this Sitwetion:

o Insernational flight(s) fo/from the international aitport of the country of restderice
& Secondary transporiation costs to/ from the aipeit) bons

a | 2ra costs @il pateintial faxes. "

Henee, the tmavels to and from the mussien location by expatiate staff — meluding
betore or after holidays - does not teciure to fill in an official travel request foom.

In=tead, 11 general, theze expensec are suibject to a direct purchase bT-mm ning

the HR staff manages the thpht tckets.

Eshibit 3']_- Expatiiate Gude

=  Application 1o the wadited Program

A simple peek to the Table of Preliminary 1ssues as of February 8, 2024 show that
8 instances contains the name of witemational anlings, 3 instances contain names
of well- known international anports (Madnd, Doha, ...

 Preanible of tie Expatnte Guide
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The pther contains either the month of wavel [exx T-12, January and Marchy, and a
J-month travel does usmally imply vacatians, or the mention “RNR"™

In addition, if the sditors compare the name of the travelers in question with the
stafl list provided 13_\'- they will find that — except for 2 nstances - all the
questioned travels are riavels made by expataate or HOQ sraff

2 aucentions are_fHR Officer for Afghanistan) and -

(ngmm officer fo Alghanistan), who are not on the employee list,
but are HQ staff dedicated to Afghanistan. As siich, no travel request form had to
he flled out eitley,

Exlhubir 21 leic-.ﬁe_gﬂ_;-z_l_;_@u . Afphanistan
Therefore, there is no dotbr that these instances are related to international travels
and do not require an official travel tequest form onor to the avel, becanse as

expluned ﬂI)O“'&-HC) 15 directly buying the tickets,

The 17 mnstances identified by the anditors where no official travel request form
was provided all relate ta the tavels of expatriate staff,

In consequence, in these 17 instances, no (ravel forms had to be filled oul

per- policies,
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V. On_the Finding 2024-05, under which, according to Conrad,
ineligible costs were charged (o the Program

On | wmstance, Conrad found that liarped twice the same ansaction Lo the

general ledger (dnplicate rransacnon) ™.

However, these are not duphcate transactions.

On September o, 2019, -ignerl 7 lease agreement for two adjoimng baldings

comljcr:ed of 27 1opms. The contract was signed with _

One bulddmg was dedicated to the guest honse, the othet cne 1o the office,

Exhihit 22 Leuse Agroement — 5 September 2019

At the beginning of 2020, PUT decided to sepaate the gnest house from the office.

That is why, ou Febraany 20, 2020, PT signed a new lease agreement for only one

of the binldings; composed of 15 rooms.

The conlract was signed '.vllh_

This new and sepauate lease agreement cotresponds to the tenting of the sale

muesthouse.

bt 23 Tenve A.g_:.ggzuf-:ut — 20 Felwoay 2030

There are two different lease agreements — one corresponding to-oﬂice
Iirlsl:mce 0-27), the ather one to -guesllmuso (instance O-28), in
The two tents, cortesponding to two different lease ameements, ae pud sepatately.

However, the Afphani Ministry of Finance issued only one tx call for the o
buildmngs, for the months of March and Apnl 2022

That is why the taxes — corresponding ta the snm of the taxes telated both ro the
office and the guest honse — were pad by one wngle payment

Also, the tases due for the month of March 2022 were paid on April 26, 2022 — on
the same day as the taxes due for the month of Apnl 2022 were paid,

Exhubar 24; Tax call, funds nanster detal and statement of account — for Marcl 2022
Exhibar 25 Tax call, funds transter derail and starement of accovat — for Apal 2072

A O-27 and O-73
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|
| : 4 ; ;

In conclusion, the twn instances are not duplicate transactions — one |
| corresponds 1o the rent payinent for ffice, the other one (o

gnest house, in- As such, they are perfectly eligible costs.
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2024-06, under which, according to Conrad,

inconsis gn_t forgg_ exchange rates were used to incur costs billed
ta

Under this finding, the anditors reproached two different things to -rc-I:lh':ﬁ. ta
the caleulanon of the monthly average 1ate [A) and cutency conversious (B),

As a prehminary remak, the very speatficand difficult context i which the mission
and transactions listed below were carried emt mmist be recalled, as was detailed in
pact II. above.

A, On the calevlation of the monthly average rate

[ 2 mstances, sccording to the ﬂlll'].il'DlS,.]:.l?d an average exclunge wate but
did not mamntan sufficient documentaton to shew how the monthly ate was
calculated
-ﬁsagl ees with this fnding for the following 1easons.

calenlation method is extensively docmmentad in the follr_v.viug, alreacly
provided to the anditors:

- PUI's Exclhange Rates Calenlation Procedure (7 pages);
Turaral for Exchange Rates Caleulation.

Exhibat ? -Etham:{e Rates Caleunlation Procedure

Exhibat 37: Tutonal &

or Excluanpe Rates lation

According to this method, the process of calenlating the monthly exchange rates if
cartied out by the Fuancial and Admnustative Coordmator (FAC), wineh is then
checked at headquarters.

To be as aconrate as possible, the FAC nses 3 different references to obtain the
menthly exchan,

That is why_if the anditors use the InfoFEuo menthly rate, they will not find the

same rate vhen it nzed its soffware,

Hewever, thar does not mean the exchange rate nsed by cannot be vertfied or
ecalculated — it does simply mean thar the 3 above-mentioned references have ta
be taken info acconunt when recalenlating the rate.

Tnn thie specific instance, the two questioned transactions occnred on Februagy 16,
2022 %

2 Accesuble hers
* Accessible hege

I Aceessible e b oty dalsprea B eprlm e atesHield dore gl =00 TFI S LT

2 P-20 and P-21
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-Jrcn'iﬂi:ci the auditors with a sczeenshot of the - software showitg

Febmary 20227s monthly average exchange rate US1I)/AFN, as well as the exchange
rate caleulation fle for Febivary 20232,

Exhubit 28: Febmary 2022 exchanse zate — Srrefnf-.hn-

Ezxhibit 29: Febpragy 2027 exchange rate — Caleunlation file

It therefore appears that -lxp!ic.itly documented and showed how the
average exchange rate was determined and calculated — rate that can be
recalenlated if nsing the same 3 references.

It must he mentioned thar calmlation of the mouthly exchange sates has

never been guestioned by any auditoz, by SIGAR or by USAID.

B. On currency conversions

The auditors allaged that in 5 instances; the costs incuced were inveiced in L5
dollars (USD) and convetted to AFN fo:r pavinent usimg a dadv exchange 1ate.
When thece costz were entered nto the general ledger, the paymentamonntin AFN
was then converted hack o 11512 nsing 2 monthly exchange rare This wonld have

ted a0 ever
bieeny the A amois

+ of costs as the cost incureed to the Program shonld have
sted on the otignal invoice.

-di'sagrc-‘@a with this analysis.

Indeed, on November 2 1, the Taliban annonnced a complete ban on the nze

of foreigm currency i Afphanistan,

In other words, the Taliban batned using USD as a currency in Afghamstan for all
ansactions. Thevefore, everything in Afghanistan had to be paid m AFN

Dme to the lugh inflation and the extreme volatlity of the local currency, it was
mnpossible o set 4 puce m AFIN for tansactions, not to menbon the fact that
suppliers and service providers refused ir.

The gmck devaluation of the local cirrency made it umpossible to fix a prace m AN
for moie than a few days ot weeks. This situation made it also impossible to do
market analvsis and bids in AFN, as the offered price wonld be valid only for a very
short tume, In tus regard, specific supphes and works are per thew nature paid m
mstallment and delayed in time.

In these ciwrenmstances, the price was negotiated i USD, and then pard in AFN
according to the daily USD/AFN exchange rate.
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Hence, the amount in USD listed in the original invoice is not the amonnt
paid, but the basis for the calculation for the actual amount o be pad in

AF

The transaction in AFN was then converted in USD using tlie usual imonthly

exchange rate.

Given the very specific context recalled in part II. ‘.l.buv'r:,-lmd no other
choice but to praoceed this way in order o continue the vital aid it was
providing te local populations after the fall of Kabul,

These ate the observations made by -_U]Jt)\\"i;_'Lg Conzad’s drafl repori nnder the
present Program.

We ask vou to take these into acconnr, and to declare all questioned costs suppetied,
eligible and allowable.

Thank von in advance for yonr attention,

Faithfully venrs.

e

0
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APPENDIX B

Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

For the Period of August 1, 2021, through March 31, 2023

Auditor’s Rebuttal to- Responses to Audit Findings

m disagreed with Finding 2024-01, 2024-02, 2024-03, 2024-04, 2024-05
an -06b. Auditor's rebutta oi responses received related to the audit findings identified in this
report are presented below:

! stated that Conrad did not review all the documents and responses provided by during
and after fieldwork. For example, the latest preliminary issues provided to- on 02.08.2024 did
not include the latest response from- on 12.08.2023.

Auditor’s Rebuttal

Conrad reviewed and took into consideration the latest response and additional documentation
provided on 12.08.2023. Much of the follow-up support provided was already reviewed during
fieldwork and clearly communicated to - on why the support was still insufficient. We did not
include latest responses in our final preliminary issues update to H on 02.08.2024.
However, the support provided was reviewed prior to our conclusion on the findings and drafting
of the report.

(1) Finding 2024-01
disagreed with this finding and indicated that the current cost share methodology used by
is equitable and has been reviewed and shared on a regular basis with the certified auditors
in charge of auditing federal awards and other agencies without the conclusion that the
methodology is not equitable.

In addition stated the questioned air charter invoice of $625,000 was properly allocated
based on the total value of medical equipment purchased.

- also stated three (3) of the instances questioned under other direct costs were items
purchased exclusively and solely dedicated to the present Award.

- also mentioned- fair notice right was violated.

Auditor’s Rebuttal:

originally created and proposed the budget for this program to USAID using existing funding
rom concurrent programs in Afghanistan and a budget estimation on the administrative/shared
costs under this program. As the programs begin and end, the budget-based allocations are
updated accordingly on a prospective basis. However, as stated in the condition of this finding,
there should be a reasonable allocation methodology or after-the-fact review to ensure the budget

(Continued)



APPENDIX B

Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

For the Period of August 1, 2021, through March 31, 2023

Auditor’s Rebuttal to- Responses to Audit Findings

costs were reasonable and allocable. An example of a reasonable allocation can use actual direct
program expenses incurred under each program monthly as the basis for allocating these
administrative/share costs. Without a reasonable allocation methodology and simply charging the
budgeted shared costs to the program leaves the possibility that shared costs incurred for multiple
projects or activities may not be allocated according to proportional benefit. provided follow-
up documentation of the allocation methodology showing what they claimed to be allocation
based on actual expenses toward the end of fieldwork. We reviewed the follow up documentation
on the allocation and it was still based on budget as it appears.

did not provide invoices of the medical equipment purchased and transported on the air

arter until after the preliminary exit meeting and at the completion of our audit fieldwork. In

addition, did not provide further evidence to demonstrate the medical equipment was in fact
used for the different projects stated in the allocation breakdown.

! did provide a breakdown of the allocation for the $625,000 air charter purchase. However,
C

The three (3) transactions purchased were for laptops for employees in the field office. During our
fieldwork testing, we noted the majority, if not all, of the employees in the field office were shared
employees who worked on multiple projects. It was unclear how the laptops purchased could be
solely used for the Program. In addition, we reviewed the supporting documents provided for
these three (3) transactions and found the trial of support were the same as other shared costs
that were provided by . For example, in the purchase request form, other shared costs tested
and these three (3) transactions all reference to the same project code. There was no clear audit
trial to demonstrate and for us to verify that the assets were solely purchased and used for the
Program under audit.

In regard to the fair notice violation ERmentioned, allocation method based on budget
estimates was developed in 2013. 2 200 was published and put into effect in 2014. There
were requirements under 2 CFR 200 that needs to be familiar with and followed as the
Program under audit required to follow the 2 200 cost principles. It was clearly stated in the
condition and criteria section of finding 2024-01 which 2 CFR 200 requirement PUI violated for
using budget estimates as allocation methodology.

Due to the reasons stated, our finding and recommendation remain unchanged.

(2) Finding 2024-02
stated due to the emergency in Afghanistan, it had no choice but to call on the service of
As to transfer cash from headquarters to Kabul. Due to the Taliban takeover in Afghanistan,
(Continued)
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Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

For the Period of August 1, 2021, through March 31, 2023

Auditor’s Rebuttal to- Responses to Audit Findings

(3)

(4)

most of the established and up to western standard merchants and MTAs had fled the country.
The ones remaining were very cautious and wary when reminded them of the necessity of a
comparative bidding analysis and the document flow required. In order to import funds, E
performed the comparative bidding analysis but did not archive the comparison grid to protect the
identities of the MTAs. Apart from archiving the comparison grids, all other steps necessary for
comparative bidding analysis were made by [}

a specific bank account for each project but works with a cash pooling system. analytical
accounting system allows them to track all donor payments and all expenses related to the same
project.

In addition, disputed the transfer of funds relating to the audited Program. ﬁes not use

Auditor’s Rebuttal:

F did not provide any documentation of approval from the funding agency to deviate from
standard procurement procedures due to the emergency situation in Afghanistan. For the
purposes of our review, is still required to document comparative bidding analysis for all
vendors unless told otherwise. In addition, ! did not provide any documentation to show that
funds transferred from their cash pooling system were transferred solely for the Program under
audit. Due to the lack of documentation provided, we were unable to verify whether the MTAs
were selected using an adequate comparative bidding process and whether the funds transferred
by the MTAs were related solely to the Program under audit. Due to the reasons stated, our finding
and recommendation remain unchanged.

Finding 2024-03
- submitted responses from their sub awardees for each of the questioned transactions.

Auditor’s Rebuttal:

The finding and recommendations are related to controls surrounding monitoring of sub
awardeesh did not provide any management response to these aspects of the finding and
recommendation. The responses to each questioned transaction by the sub awardee does not
address the finding and recommendation. In addition, these responses from the sub awardees
should be provided during fieldwork so the auditor can further evaluate each transaction in
question. Therefore, we will not consider the additional responses submitted by sub
awardees for the purposes of the report. Our finding and recommendation remain unchanged.

Finding 2024-04

(Continued)
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Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

For the Period of August 1, 2021, through March 31, 2023

Auditor’s Rebuttal to- Responses to Audit Findings

Mstated that official travel request forms must be filed for work related to travels within
ghanistan and that international travel falls under a different procedure from the Expatriate
Guide. - stated that per the Expatriate Guide, an official travel request form is not required
since these expenses are directly purchased and managed by HR staff. - did not address any
of the other issues identified in Finding 2024-04 in their response.

Auditor’s Rebuttal:

The travel request form is a key document used to initiate travel. Expatriate Guide does not
mention a travel request form, or any other document used to initiate and document the purpose
of travel. Due to this we have considered - Expatriate Guide to be deficient and our finding
and recommendation remain unchanged.

(5) Finding 2024-05
stated that the two transactions charged to the Program under other direct costs are not
uplicate transactions. The transactions are for two (2) different lease agreements; one
corresponding to Hzofﬁce and the other for [JJfj guest house in . The two (2) rents,
corresponding to two (2) different lease agreements, are paid separately did not address any
of the other issues identified in Finding 2024-05 in their response.

Auditor’s Rebuttal:

Upon further review, Conrad concludes that the two (2) transactions are not duplicates and are
for two (2) separate lease agreements. We have updated Finding 2024-05 to remove the instance
of duplicate costs. However, as the guest house is a shared cost, the transaction has been added
to Finding 2024-01 as the cost was not properly allocated between multiple projects.

(6) Finding 2024-06
stated the exchange rates are calculated using an average monthly exchange rate from
, OANDA, and Da Afghanistan Bank. [Jstated that a screenshot of the ||}
software showing February 2022’s monthly average exchange rate was provided.

In addition, disagrees with the finding regarding currency conversion in instances where costs
were invoiced in U.S. dollars (USD), converted to AFN for payment using a daily exchange rate,
and converted back to USD when entered in the general ledger. ! stated that the Taliban
announced a complete ban on the use of foreign currency in Afghanistan on November 2, 2021.
This resulted in high inflation and extreme volatility of the local currency which made it impossible
to set a price in AFN for transactions for more than a few days or weeks.

(Continued)
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Financial Audit of the Special Purpose Financial Statement for
Grant Agreement No.

For the Period of August 1, 2021, through March 31, 2023

Auditor’s Rebuttal to -Responses to Audit Findings

Auditor’s Rebuttal:

-provided links tm, OANDA, and Da Afghanistan Bank, however, we were
not able to locate the AFN- exchange rate from*. As such, we were unable
to confirm if the average rate used was correct. Due to the lack of support for the exchange rate
source, we used the monthly exchange rate from InforEuro to determine the reasonableness of

the exchange rate used to charge costs to the Program. average rate used was significantly
higher when comparing the monthly exchange rate from InforEuro.

to wha charged to the US government. If the invoices were stated in USD, then the amount
charged to the US government should be the USD amount. The internal conversion done by .
and any gain or loss from the conversion, were not applicable to these transactions in question.
Due to the reasons stated, our finding and recommendation remain unchanged.

Regardini currency conversion issue for costs invoiced in USD, the issue here is directly related

(Continued)



SIGAR’s Mission

Obtaining Copies of SIGAR
Reports and Testimonies

To Report Fraud, Waste, and
Abuse in Afghanistan

Reconstruction Programs

SIGAR’s Mission

The mission of the Special Inspector General for Afghanistan
Reconstruction (SIGAR) is to enhance oversight of programs for the
reconstruction of Afghanistan by conducting independent and objective
audits, inspections, and investigations on the use of taxpayer dollars
and related funds. SIGAR works to provide accurate and balanced
information, evaluations, analysis, and recommendations to help the
U.S. Congress, US. agencies, and other decision-makers to make
informed oversight, policy, and funding decisions to:

e improve effectiveness of the overall reconstruction strategy
and its component programs;

e improve management and accountability over funds
administered by U.S. and Afghan agencies and their
contractors;

& improve contracting and contract management processes;
e prevent fraud, waste, and abuse; and

e advance U.S. interests in reconstructing Afghanistan.

To obtain copies of SIGAR documents at no cost, go to SIGAR's Web site
(www.sigar.mil). SIGAR posts all publicly released reports, testimonies,
and correspondence on its Web site.

To help prevent fraud, waste, and abuse by reporting allegations of fraud,
waste, abuse, mismanagement, and reprisal, contact SIGAR’s hotline:

e Web: www_sigar.mil/fraud

&  Email: sigar_pentagon.inv.mbx_hotline@mail_.mil

*  Phone Interational: +1-866-329-8893

*  Phone DSN International: 312-664-0378

e US fax: +1-703-601-4065

Public Affairs Officer
e  Phone: 703-545-5974

e  Email: sigar_pentagon_ccr.mbx public-affairs@mail_mil

e  Mail: SIGAR Public Affairs
2530 Crystal Drive
Arlington, VA 22202





