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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 

to suppQrt the--

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 to (1) identify and repQrt on material 

weaknesses or significant deficiencies in
internal controls related to the award; 2) ident ify 

and report on instances of material 

noncompliance with the terms of the 
agreement and applicable laws and regulat ions. 

including any potential fraud or abuse; 

3) determine and report on whether■ has 

taken corrective action on prior findings and 

recommendat ions: and (4) express an opinion 

on the fair presentation of- Special 

PurPose Financial Statement (SPFS). 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 FOUN D 

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 t ransfer agency for the 

transferring of funds to Afghanistan. Furthermore.■ did not sufficiently review 

and monitor costs charged to the program by its subawardees. result ing in 

unsupported questioned costs. SIGAR notified■ of the deficiencies and 

compliance issues priorto 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 cost~osts not 

supported with adequate documentation or that did not have required prior 

approvals or authOrizat ions-and $11,306 in ineligible costs-costs prohibited 
by the task order and applicable laws and regulations. 

category Ineligible UnsuppQrted Total Questioned 
COsts 

Salaries $0 $275.189 $275,189 

Travel and t ransport $1.772 $27.093 $28,865 

Program supplies $0 $591.135 $591,135 

Subawards and contracts $8,518 $206.564 $215,082 

Other direct costs $300 $605.154 $605,454 

Indirect costs $716 $115.269 $115,985 

Total costs $11.306 $1,820,404 $1,831.710 

Conrad identif ied three prior audit reports t hat were relevant to- activit ies. 
Tl1e reports contained 11 f indings that could have a material effect on the SPFS 

or other financial data significant to t he audit objectives. Conrad conducted 

follow-up procedures and concluded that■ had taken adequate corrective 

action on 6 of the 11 findings. Conrad noted t l1at 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 t11e 
aggregate amount of quest ioned costs t hat are material. 

WHAT SIGAR RECOMMENDS 

Based on the results of the audit. SIGAR recommends that the respQnsible 
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 repQrt's six internal control findings. 

3. Advise■ to address the repQrt's six noncompliance findings. 

For more information, contact SIGAR Public Affairs at (703) 545-5974 or sigar.pentagon.ccr.mbx.public-affairs@mail.mil. 
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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  
under an  agreement awarded by the U.S. Agency for International Development (USAID) to support the  

 
1 The  agreement’s purpose was to  

 
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 
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Conrac:1'1 
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 
procedures we completed during our audit of 
Financial Statement under Grant Agreement No. 
States A enc for International Develo ment 

ort, which reflects results from the 
Special Purpose 
nt b the United 

On January 16, 2024, we provided the Special Inspector General for Afghanistan Reconstruction (SIGAR) 
with a draft report reflecting our audit procedures and results. , received a copy of the report on 
January 31, 2024 and provided written responses subsequent ereto. 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 au'crrtreports. 

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

Sincerely, 

Sam Perera, CPA, CFE, CITP, CGMA 
Partner 

23 161 Lake Center Drive. Suite 200, Lake Forest Clo 926"30 a T: (949) 552-77D0 • www.conradllp.com 



Financial Audit of the Special Pur ose Financial Statement for 
Grant A reement No. 

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

Background 

On ember 24, 2021, th • tes Agency for International 
F . . 

The purpose of the Program was to contribute to reducing m-rtali and morbidity in the targeted 
rovinces of Af hanistan. Workin th.ou h a consortium with and the 

, aimed to maximize e sec ora and geograp ,ca scope o e 
in egra e approac a pa ners ,mp ement separately, and to enhance the quality and impact of the 
partners' humanitarian action by combining resources, complementary expertise, and access. -
intervention included, amon other activities, the extension of uali health care services, incluc!Tng 
primary healthcare and ; the provision of emergency 
life-saving trauma care; e ex ens,on o access o sa e nn ing wa er; ana health care system support 
through rehabilitation of identified healthcare facilities. - stated objectives for the Program are as 
follows: 

• 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. 

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

• 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. 

• 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. 
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Financial Audit of the Special Pur ose Financial Statement for 

-of Afghanistan 

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

Summary of Agreement 

Original Budget and Period of 
Performance 

Modified Budget and Period of 
Performance 

Agreement Number 
Original 

Approved 
Budget($) 

Start 
Date 

End 
Date 

$7,500,000 08/01 /21 09/30/22 

* - Indicates the award is a close-out. 

No. of 
Modifications 

2 

.. is a non-profit, non-governmental organization headquartered in 
Euro e and the Middle East and 

Work Performed 

Final 
Approved 
Budget($) 

End 
Date 

$22,500,000 03/31 /23 

. works in Africa, Asia, 

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: 

• Special Purpose Financial Statement - Express an opinion on whether -SPFS for the 
agreement presents fairly, in all material respects, the revenues received, costs 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) 
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Financial Audit of the Special Pur ose Financial Statement for 
Grant A reement No. 

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

• Internal Controls - Evaluate and obtain sufficient understanding of- internal controls related to 
the agreement, assess control risk, and identify and report on sigiiffl'cant deficiencies including 
material internal control weaknesses. 

• Compliance - Perform tests to determine whether- complied, in all material respects, with the 
agreement requirements and applicable laws ancT' 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. 

• 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 con?erence 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: 

• Obtained an understanding of •. The scope of our audit includes - management and 
employees, internal and externTfactors that affect operations, and accounting policies and 

(Continued) 
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Financial Audit of the Special Pur ose Financial Statement for 
Grant A reement 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 interviewea 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) 
-4-



Financial Audit of the Special Pur ose Financial Statement for 
Grant A reement 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 Regulations 

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 website~ 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 p=,mary 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 ,831,71 0 in total questioned costs, which comprised $1 1,306 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) 
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Financial Audit of the Special Pur 
Grant A reement No. 

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 f indings 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. 

Finding Nature of 
Number Finding 

Internal 
Control -

2024-01 Material 
Weakness 
and Non-
compliance 

Internal 
Control -

2024-02 
Significant 
Deficiency 
and Non-
compliance 

Matter 

■ based costs on budget 
estimates and lacked an 
equitable allocation 
methodology 

Funds transfers services 
were not procured and 
were not sufficiently 
documented to 
demonstrate it was related 
to this Program. 

(Continued) 
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Ineligible Unsupported Cumulative 
Questioned 

Costs Costs Cost 

$ - $ 1,239,063 $ 1,239,063 

- 331,917 1,570,980 



2024-03 

2024-04 

2024-05 

2024-06 

Financial Audit of the Special Pur 
Grant A reement No. 

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

Internal 
Control -
Significant 
Deficiency 
and Non-
compliance 

Internal 
Control -
Significant 
Deficiency 
and Non-
compliance 

Internal 
Control -
Significant 
Deficiency 
and Non-
compliance 

Internal 
Control -
Significant 
Deficiency 
and Non-
compliance 

Insufficient subaward 
monitoring 

Travel costs charged to the 
Program were not 
sufficiently supported 

Ineligible costs were 
charged to the Program 

Inconsistent foreign 
exchange rates were used 
to incur costs billed to 
USAID 

Total Questioned Costs 

(Continued) 
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9,094 220,529 

- 23,313 

2,212 -

- 5,582 

$ 11 ,306 $1 ,820,404 

1,800,603 

1,823,916 

1,826,128 

1,831 ,710 

$ 1,831,710 



Financial Audit of the Special Pur ose Financial Statement for 
Grant A reement No 

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 to- activities under the agreement. We identified three (3) prior audit reports that contained 
11 findings aricfrecommendations 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, a~ erforming 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) find ings 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 m this report): 

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

(2) Finding 2024-02: - disagreed with this finding and noted that competitive bid analysis could 
not be maintained ctueto 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 find ing and noted that- Expatriate Guide does not 
require a travel request form. 

(5) Finding 2024-05: - disagreed with this find ing 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) 
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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 of----
111111111111111 and the related notes to the S ecial Purpose Financi~ 
~t Agreement No. (Agreement awarded b the United 
States A enc for International Develo o u ort the 

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 Aud it of the 
~ cial 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) 
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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: 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 

 Identify 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. 

 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. 

 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) 
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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 
part of an audit performed in accordance with Government Auditing Standards in considering 

 internal control over financial reporting and compliance. 
 
Restriction on Use 
 
This report is intended for the information of , 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

-
-
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Financial Audit of the Special Pur ose Financial Statement for 
Grant A reement No. 

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

Special Purpose Financial Statement 

Questioned Costs 

Budget Actual Ineligible Unsu1212orted 
Revenues: 

Agreement $ 22,500,000 $22,500,000 $ $ 

Total revenues 22,500,000 22,500,000 

Costs incurred: 

Salaries 
4,. 3,8.69663 275,189 

Fringe Benefits 
Travel and Transport 2 , 1,772 27,093 , 
Equipment at or above $5,000 138,811 60,015 
Program Supplies 4,840,113 5,141,335 591,135 
Sub-awards and Contracts 10,453,788 10,450,506 8,518 206,564 
Other Direct Costs ---- ---- 300 605,154 
Indirect Costs 716 115,269 

Total costs incurred $ 22,500,000 $22,500,000 $ 11,306 $1,820,404 

Outstanding fund balance $ $ 

Total 

$ 

275,189 

28,865 

591,135 
215,082 
605,454 
115,985 

$1 ,831 ,710 

See Notes to the Special Purpose Financial Statement and Notes to Questioned Costs Presented on the Special 
Purpose Financial Statement 
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(1) 

(2) 

(3) 

Financial Audit of the Special Pur ose Financial Statement for 
Grant A reement No. 

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

Notes to Special Purpose Financial Statement1 

Basis of Presentation 

The accompanyin S ecial Pur ose Financial Statement (the Statement) includes costs incurred 
under Grant No. for the period August 1, 2021, to March 31 , 2023, with pre-
award costs approve rom . ecause 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 specifiedby the Office of the Special Inspector General for Afghanistan 
Reconstruction SIGAR) and is specific to the aforementioned Grant Agreement 

Therefore, some amounts presented in this Statement may differ from 
amoun s presen e 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~D). All expenses are 
converted into USO by using a calculated exchange rate, as perllll accounting practices. 
- exchange rate calculation method is detailed in the Finance Procedure Manual in 
~er3.6. 

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 $2~0,000 for allowable and eligible 
costs incurred under the agreement. 

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

(Continued) 
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(4) 

(5) 

(6) 

(7) 

(8) 

Financial Audit of the Special Pur ose Financial Statement for 
Grant A reement No. 

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

Notes to Special Purpose Financial Statement1 

Cost Incurred by Budget Category 

The budget categories and associated amounts presented reflect the ~sented 
within the final , approved contract budget adopted as Grant No. - 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. - 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 

Subsequent Events 

I 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. 

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

(Continued) 
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(A) 

(B) 

(C) 

Financial Audit of the Special Pur 
Grant A reement No. 

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

Notes to Questioned Costs Presented on the Special Purpose Financial Statement2 

Salaries 

I 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. 

Travel and Transport 

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

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

• 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. 

• 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. 

Program Supplies 

I reported a total of $5,141,335 for Program Supplies for the period of August 1, 2021, through 
rch 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 Hygiene (WASH) 
 

of Afghanistan  
 

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

Notes to Questioned Costs Presented on the Special Purpose Financial Statement2 
 

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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During our Program Supplies, we noted the following: 
 

 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. 
 

 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. 
 

(D) 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. 
 

(E) 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: 
 

 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 

■ 

■ 

■ 



(F) 

Financial Audit of the Special Pur 
Grant A reement No. 

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

Notes to Questioned Costs Presented on the Special Purpose Financial Statement2 

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

• 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 pai:rm'e 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. 

• 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. 

Indirect Costs 

I reported a total of - for Indirect Costs for the period of August 1, 2021, through 
rch 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. 

- 17 -



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 A reement No. A ree 

thereon dated March 15, 2024 with a modified 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 proce~s 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- int~ control. 

Our 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. 
 

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 , 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 
 
 
 

-- -
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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 A reement No. A ree 

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 t~f 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 opin ion. 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. 

- 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 opin ion on compliance. This report is an integral part 
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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 of , 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 
 
 
 

~LLP 



Financial Audit of the Special P 
Grant A reement No. 

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 show.,Lwi 
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 supporting 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 27 294 254 

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 a/location 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) 
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Financial Audit of the Special Pur ose Financial Statement for 
Grant A reement 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 ... 

(CJ 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: 

'}\ 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) 
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Financial Audit of the Special Pur ose Financial Statement for 
Grant A reement 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 =e 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 bu~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 $n40,877 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, rat 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 estimatedbudget 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) 
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Financial Audit of the Special Pur ose Financial Statement for 
Grant A reement No 

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 secur;ty s;tuation 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: 
(Continued) 
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Financial Audit of the Special Pur ose Financial Statement for 
Grant A reement 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: 

'~ 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 cost is 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) 
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Financial Audit of the Special Pur ose Financial Statement for 
Grant A reement 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~rocurement 
activity was due to the fall offle 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 =ed 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 $31 0,900 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 ~hich each fund transfer pertains. 

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

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, . did not 
sufficiently monitor, and review costs charged to the Program by their sub awardees. We noted the 
following issues related to sub-awardees: 

Description I Cost Category I Instances I Ineligible 
Costs 

Sub awardee 1 
1) Insufficient proof of payment 
Proof of payment provided was for Housing 
the net of tax amount. However, the Allowances 
costs incurred to the general ledger Operation 
were at the gross amount. No support 

Supplies was provided to show the tax 
amounts were paid. 

Totals: 

2) Inconsistent foreign exchange rates were used 
When recording costs to the general 
ledger, the costs were converted 
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. 

3) Insufficient support for allowance 

Personnel and 
Fringe 

Totals: 
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Missing allowance policy to support Personnel and 
the allowance rates paid to the Fringe 
em lo ees. 

Allowances were paid to employees Personnel and 
prior to the date the allowance policy Fringe 
became effective. 

Totals: 

The gross salary amount charged to Personnel and 
the Program for the employee Fringe 
exceeded the salary amount stated in Supplies 
the employment agreement. 

Totals: 

6) Missing procurement documentation 
No procurement documentation was 
provided for the procurement of the 
travel agency or the rental house 

7) Missing allocation basis 
Sufficient documentation was not 
provided to show that the costs are 
fully allocable to the Program or how 
the allocation basis was determined. 

Housing 
Allowances 
In-Country Air 
Travel 

Totals: 

Housing 
Allowances 

In-Country Per 
Diem 

Operation 

Totals: 
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8) Insufficient audit fee support 
Insufficient documentation, such as Audit 2 $ 
invoices and proof of payment, to 

Operation 2 substantiate the audit costs incurred 
to the Program. 

Totals: 4 $ 

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

Totals: 5 $ 

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 
purpose of the travel, how the trip Travel 
relates to the Program, and that the In-Country Per 
travel did actually occur. Diem 

Totals: 

11) Ineligible costs were charged to the Program 
Fees for funds transferred for a 
different funding agency were 
char ed to the Pro ram. 

Staff was paid after the employment 
agreement expired. 

13) Missing proof of payment 
Proof of payment support was not 
provided for the cost charged to the 
Program. 

Operation 

Totals: 

Supplies 

Totals: 

Supplies 

Totals: 
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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 I Cost Category I Instances I Ineligible I Unsupported 
Costs Costs 

Sub awardee 2 
1) Salary amount paid exceeds amount in employment agreement 
The gross salary amount charged to Salaries and 
the Program for the employee Payroll 
exceeded the salary amount stated in 
the employment agreement. 

Totals: 

2) Inadequate proof of payment 
The net salary amount paid to the Salaries and 
employee is more than the net salary Payroll 
amount on the employee's pay slip 
documentation. 

Totals: 

3) No exchange rate provided 
No exchange rate support was Salaries and 
provided and the converted amount Payroll 
from EUR to USO exceeded the 
reasonable monthly exchange rate 
used for evaluation. 

Totals: 

Cost reversed was less than the Travel and 
original amount recorded. Transport 

Totals: 

The number of days of per diem paid Travel and 
to the employee exceeded the Transport 
number of da s the em lo ee was 
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authorized for travel without further 
evidence authorizing the additional 
da s traveled. 

Agreements for trainer fees were not Program Supplies 
maintained or provided. and Equipment 

Totals: 

7) Inadequate allocation methodology 
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. 

Totals: 

Procurement was not completed for 
rental ro ert costs. 

Totals: 

Insufficient documentation, such as 0MB Circular A-
invoices and proof of payment, was 133 
provided to substantiate audit costs 
char ed to the Pro ram. 

Totals: 

10) Inconsistent foreign exchange rates used 
When recording costs to the general 
ledger, the costs were converted 
using a different foreign currency 
exchange rate than the foreign 
currency exchange rate used to 

Salaries and 
Payroll 

Other Short-Term 
Labor 
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Schedule of Findings and Questioned Costs (Continued) 

convert at the time of payment. This 
resulted in an overcharge to the 
Proaram. 

Totals: 43 $ 

11) Missing or ineffective employment agreement 
Missing or expired employment Salaries and 4 $ 
agreement for salary costs charged to Payroll 
the Proaram. 
Totals: 4 $ 

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

Totals: 3 $ 

- $ 443 

- $ 5,326 

- $ 5.326 

- $ 36,653 

- $ 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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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 awarciee 2 are supported, authorized, reasonable, and allowable; or return 
$265,548 of questioned costs and associated indirect costs. 

(2) We recommend that - develop and implement a comprehensive policy and procedure to 
ensure adequate and suttrcre'nt 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 2 6 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 $ - $21,340 
provided. Per 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 
auotations. 
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 secur;ty s;tuation 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 capadty (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, states 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) 
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'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 200.334, 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. 
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Schedule of Findings and Questioned Costs (Continued) 

(1) We recommend that- provide sufficient documentation to support the costs incurred were 
correctly charged to t~rogram 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 oversigrot 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: 

• 2 6 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. 

• 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. 

During our testing to determine if costs incurred were reasonable, adequately supported, properly 
approved, and allowable, we noted the following: 

Description Cost Category 

Per memorandum, the 
allowable per diem amount per employee is 
610 EUR or $499 USO. The general ledger 
was charged 750 EUR or $614 USO; the 
difference was uestioned. 

Human Resource Officer's travel costs 
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 Pro ram. 

Totals: 

Totals: 

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 the■ General Direction." 

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

~--====_______ 

- - -- • 
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 200.41 3 (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 w;th 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 to 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~ 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 m 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: 

• 2 9 transactions out of 5,684 transactions in the Programs Supplies cost category, represen-in 
$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 lnfoEuro to recalculate and noted ■ 
overcharged by $3,635. This resulted in $3,635 in unsupported costs. 

• 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 FAG (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 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 200.400, 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,l sed 
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 transac ions, 
■ did not consistently record the invoices to the general ledger in the currency they were originally 
issued. As such,. used a daily conversion rate when converting the payment from U.S. dollars to AFN 
for payment, andthen 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 andservices. 

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 Ts 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 trans=ons 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 auFreports 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 - 'FiacTTaken adequate 
corrective actions on six find ings and the other five findings were not adequ=y 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 I charged to the 
Program exceeded the amount listed on the invoice, see Finding 2024-06 of Is 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 - did not follow the 
implemented policies and procedures for vetting vendors, consultants, an~rtners. 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 enga~ent, there were no instances of- incorrectly paying incentives. 
As such, we concluded that- has taken adequate corrective actlon 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 attributedto 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 amount I charged to the 
Program exceeded the amount listed on the invoice, see Finding 2024-06 of 1s 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- 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 - did not follow the 
implemented policies and procedures for vetting vendors, consultants, anctpartners. 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. 

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

, for 

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

Issue: The audit firm noted that■ charged costs based on the budget estimates proposed. 
However, - did not provide documentation sho .. in that actual shared costs incurred were 
accurate ancl'ior based on an actual level of effort. was unable to demonstrate that it had a 
reasonable and equitable allocation methodology o 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 a~ 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 priortopaying 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 
emergenc~owever, I did not maintain su.rting documentation to substantiate this claim. 
The audit firm also no e one instance where charged costs related to shipping documents 
from 2016 to the Program. This is an adminis rative 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 accor~ 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. 
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APPENDIX A 

Included on the following pages are- responses received to the findings identified in this report. 
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l\'. Ivif : PW - AFG21089 

S-u1>7e.ct: Grant agreement No. 
Audit Findings 

Deru. Ml. Pe1e1a 
Dear .Mr Baek 

~ tiugw_yo 
- SSOClaboJJ 

CONRADLLP 
Mr S= PERERA, Partner 
Mr Jason BAEK, Senior Associate 
23161 Lake Cem<:.'l. Drive, Suite 200 
Lake Porest 
UNITED STAIBS 

B~ e-mail; speren@,cournd!!t!.Loru 
and jb:1clcfr£1con,:,1dllp.com 

R esponses to 

e ~ ru. fi:ll the 

As yon kno"·, 011 Seprember 14, 2021, t,be C nited Stares AgP.J.1cy for fote.m:.tional 
D evelopment ("USAID'' awru.dec1 the !lbm·e-meutioued 

orrthe 

PUI worked rJ,r01-1gll a consortinm with INTERSOS and DACr\i\R 

Two modiJ:icarions were made to the iJlit.ial ag:tPeme:ot, a<:cordiug to which the 
total award amount wa~ $22,500,000 and the period of pe.cfommuce from 
,\11-g,,ist I, 2021 throngb March .31, 2023. 

Yonr finn, Co11rad LLP ("Cooi:a<l'') , w3s eugaged hy the Office of the Special 
lnspecto1 Geue1al fo1 Afghanistan Reco.ustructlon (SIGAR:) to couduct (\ 
fiuancial an<lit of the agreernenr. 
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flollowiug the ex.it meeting which took place on December 14, 2023,■was 
asked lo reply to Comad's futdings ioduded ut lh(' cmtft report hv Febrnllly 28, 
2024. 

The present letrer aims to respond to the- cha.ft report, fiudillg by futdi.og. 

"' 

At the outset, as will be detailed below. it is esseutial to bear ii1 inind that lite 
period of pe1 founance of the audited grant stat'ted on Augast 1, 2021. 

Two weeks later, on Angnst 15, 2021, the Taliban ovetthrew the Afghan 
gon·mmenl and o,·entu1 1.he ca_pirnl, Kabul After Lltat, the imernational 
commn nity was refoct:i11t to e11gage ,vith Afgh:U1i$tllJ1's banking sector our of fear 
of violating sanctions, and inlemational dono1s and aid organizations suspended 
their funding and programming acti,,ities i.J1 Afgha.nistru.i.. As a result, Afghanistan 
_fell imo economic and htuna.nitalllln crises. 

Secondl,\ we ore co.ucecued abont the method n.r,.ed bv Conrnrl to earn- out this 
auclit, i,; relation to~ 1test responses Lu the audit~rs. • 

fodeecl prioc to the exit meeting ileld 0.11 December 14. 2023. - p10vided 
responses to d1e prelimiua1y isSL1es identified by Co111ad. 

Doring the exit meeting, (he auditors Luld ■that these respouses wo,i.ld be 
considered when drafriog the draft report. 

'i'fe aie concerned that Uiis does not appe<u to be the case, 11 ,eanuig thal 
latest justificatiou$ have nor been taken into '.lccon.at. 

TI1e fact that thBSe «,sponses weie not considered is apparent from the 'Summary 
table of issues as of 2.8.2024, where the last- espouses ru:e not include<~ and 
where the p.reliminru:- resnlts all remiain?d the same despite these responses. 

(Continued) 
51 

Exhibit I: Table - Summan· ofissues 2.8 .,4 

2 



[. On the Finding 2024-01, under which. according to the auditors, 
:harged co:lts to the P.rograrn based on bud,ret estimates and 

.1be,refqreJ,~_,uu_q11itahle-all<1.CatiQJuu.e.tlll2.Q.Q.Wg¥ 

Co,J.rnd fonud that - rlicl not develop aod documeor a meihocl for a]loca.tiug 
shared costs ac~oss progrn.ms and did not ha\·e a reasonable and equitable allocati?n 
methodology tor allocat111g shared costs across :,rng;ams. me,thod _tor 
allocaliug ~hared costs ,ws basgcl 011 bnd_get estimates and not on actual costs 
incru:red. 

Again accotdiug to Conrnd, in addition, - did, ilot perform an after-the-fact 
review or prm·icle documentation to demonstrate that (1) the budget estimates were 
accu rate and ,1deqnatelv u ,tlected costs charged and (2) costs wen, appropriatclv 
charged across programs to reflect the level of wo,·k performed. 

'Dus tindiJJg refa.tes to 4 different cor.t c:ateg01:ies: sal:u:ies (ll .1), p rogr:un snpplies 
(11,2), other di.reel costs (II.3). 

III
Firuillv Comad's: ~ecousideration of - costs allocalion nietltod conltaveues 

·ight ,o fair uotic;:e (I I.4). 

1.11 Salaries 

Io touii $275.189 in salaries are considered n.n,supponed ,osts bec:mse they were 
d1arged lo the P1ogram bRsed on budget es tim,1tes au.cl lacked :in eguilable 
alloe.atio11 methodology. 

Howe<>e1, after demonstrating how die cosES allocatiou m ethod in question is 
equ.it,ible (A), how .it bas arn-ays been accepted by USAID (B), aud how the method 
complies wiili applicable cost pllilciples (C), intends to demo11sttate ir has 
taken full acr.:01mt of the anclitm s' obsen,atious (D) . 

A) The cost al10~1tion methodology nsed by ~ equitable and 
transparent 

Ju p{actice. in - missions, there ~re penounel hired for running the office, 
g11,ud1>, d.1.frer.s. aclmiuisu:ative s tnff i.nducliug fin,•uice staff - in othe1 WOids tl1e 
support teams - that c;a.n't delinE:11 te tJ1eir time ead1 day by a fonding source (or 
do1101). 

- allocaliou methodology for shared cos t<s 'MIS deyeJoped so that all donors 
wool.cl share equally the "aduuuisuative costs" of IUl:lluug -m of.fice overseas, in this 
case Afghan.is.tau. 
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Tue aim of the methodology ii to shat.e ~hese costs in a fair and transparent manner 
amoug donors -ill other words, fairly- distributed using 011 equitable and rrnn5p:1.reilt 
allocation key iot each e:!epeille. 

Blihib,r J.: - ;ro«•rlnre for We Allocation of Shared Com 

- alloc.atlou method wll s imp lemented lo gn.ide field missions on the 
disuibutiou of sh:ued costs - mostly salru.v .uid genei:al missiou costs, 1egulat.!v 
recuu.iug- '1-cross diffe.rem budgets. 

For this pnrpose,. calrnlates all.ocatio~1 keys bised on direct aid aiJd ;ud staff 
budget TI1ese elements ai.e compared ac1oss all budgets. The weight of aid 
(including aid st,1 ft) of a specific budget determines the weight of shared costs that 
same- budget has to rnke 0 1L 

TI1e cakti!atiou is continuous, nol fixed to e11lend:u ~--eru.s but linked to the durntion 
of rbe prniecrs. New projects a.re being added before submission of proposals and 
theu sha.te calmlated fo1 their dnrnttou. 

3 to 4 differe nt types of keys can be c.1.kul!tted: a sector-specific aid key for shared 
aid (~t1ff) costs, a base key for shared base (staff) costs, ~ coordiu~tion key for 
sw1recl caa,di.tmtiou (smff) cos ts, =cl in s p ecilic c~ses • sto.ff key. 

Tue calcnlatecl key .i~ couverted into monrbs for r.he creation of a geiJen1l alloca6oh 
table, applica.ble to all dono,s a nd cLmeucies. 

I twill be derooosttated below di-a:t this costs '.!llocatiou method is well docnmented, 
well !mown, ';Incl repeated ly ~ccepted by USAID since 2013. 

T ogether, th ese elements show th at tJie m ethod used by- over the 
past ten years is equitable, transparent, ancl well kno-.vn by USAID. 

B) The cost allocation method used by - has alw:ws bt>en 
accepted by USAID 

T he shared costs allocalion method ill q11estion was developed by PUI in 1013. 

~ ' the certified publi.c ac;countaul fum 
--- member of rbe American T.osritute of Certilied Pnblic 
Account:ults (AJCP;\) - carried out a federal award compliance e:rarni.oation, 
including 5 awuds tl1llt we.re closed during tl1at fiscal year. 

011 the occasion of chis 1.epoi't, - poi.11ted ont that the staff (e.~pa.tri.1te as well 
as local) did not complete t:imesheets 01 document the time the}" workecl on ead1 
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award. It imuca,ed th•at "nitho11tpropM' doa11uenttJtitm to s1ipp6rt the di;tribllliotJ of 
.;a/ar,es 011d 1mg,:s, per.01mel costt a.ssociatnJ 11ith each p1vgrnu1 co,J/rl be co(lsidered 
1111a/l01mblt." 1 

H oweve:r, - also noted ti.mt, based upon its review of policies aud 
procedures adopted in Febmary 2013 and i'.rnplemented in July of2013 (as 
documented in its correspondence to USAID eluted August 11, 2013 ), -
had now implemented a method of allocatio.g salary expense for all 
e,rpat:riates in accordruice witll 8.m of Appendix B of 2 CFR 230. 1 

The same p1ocess was implemented for local st3ff. i 

fxbibjt3· Andi!' Re:pQ!l Ee:rleral Aw;rnl C:ocqp)i·mre Rx;,mina.i'iou 20)2 

- was able to fu1cl the draft of tl,e above-mrmtioned cmresponclence sent by 
- to USAJD on Angnst ll, 20'13, which to- knowledge bas never 
Leceivei:I a replr. 

lu this lette1, . it1fmn1ed lJSAIO tlml . lmd developed its new method 
for the ~lloc:ttion of shared costs, 

'I'he- audttor rn.nclncled tha.t . 11/ld implemeoted procedures to comply 
with the appliC1b1e u,g1.1latio1L 

Fxhihir 4: Drntl; leflf, frQJL . lo L'SA[D-A,1g11'>k 11 )013 

For the year 2013, • co11ductecl the same Federal .,\ward Compliance 
Exnmi11atio11, whid, i1lduded tl'1e nudit of 11 R\'llll1th lhal were closed du1ing that 
fist:al yeru.. 

On this aucl, t, ■ confirmed that, i:n relation u,ith e,xpatriates: 

has //OIi' i111plw1mt~A a 111,tbod of 
()/localirrg salary expn,se far 4/J txpatriate.J i11 act1mla11re 1/lilh 8.111 ef--1ppe!ldi.\ B of 1 
CFR2JO." 

In ,elation with local stat£. . coucluded that: 

'D 11ri1,g 20 1 3, 111pk11Jwted a t11ethod 
of a//o,:al ing !om/ stafl ;11/n,ies. _ 4t,01rli,1g,.ly. 11ie tolftirler this fil1di11g M hav; beeu proj>tl'!J' 
vif'<ire.rJerf, ••• < 

Eimi~eport - Eedernl Aw2r~inpfuin<e E:cuniuatioo WU 

1 P11g,, 57 ofE:<lu'bir 2 
0 Pagc 61 d E,:hibit2 
1 P~ge 62 of falub,t 2 
• Page 66 ofE shibic 4 
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US government-funded projects have si.nce been systematically 
a udited. No cercified public 1wcom1ta11l fin 11 !ms ever tiritioized rhe 
method used to allocate shared costs. 

What's m ore, since 2013, USAID i,s perfectly informed of the cost 
allocation melhodology for shared costs related to limnnn resources used 
by and has never e.'Cpressed any objections to it. 

Indeed, the .RCA audit repol'ts are sJ1area.aiually with US.AJD's Bureau 
for Humanitarian Assistance (BHA) by_,r the accounting £inn. 

Nauttall)\ tile Awaid uude1 cliscussiou was also audited lll 2021 and 20~2. 

No co1nments were made on th e method nse<l lo allocate shared costs. 

111 the draft report, in the part related to the Stah.1S of Prior _.\~tclit Finclini ;' 
Coruad indicales that oue p1evious SIG.'\R andit O alieady fmind that 
charged costs co d1.e Program based on bnclger estimates and lacked a ll eqnitable 
allocation methodology. 

fii~t, Lt must be noted that tliis finding was also made by Coor-ad, as it was the 
U1depe11dent aodit fiun contiac:ted b)· SIG AR Lo conduct the audit of Giant No. 

In additiol1, noder tbe Gr~ot No 
repotl on Maich 7, 2022. 

Conrnd issued its final 

Yet, the period o f perfo,mauce o f the present Program s latted A ugus t 1, 202 1. 

This means that at tbe tiu1-e the p.resent I•rogram s

111
tarted and tluoughou t 

most of -its execution, Sllch findings related to costs allocation 
m ethodology had never beet1 raised nor brought to its attention. 

Further 011, :1$ will be~ lained below, this m eans that tJ1e interpretation of the 
rnles applicable to - have changed duriog th., e.i£ecution of tl1e p!esent 
program. 

Yer it will be noted thar bet\veen 2013 antl Conrnd's firuil report of the sbove
mentioned program ' dated l\larch 7, 2022, - cost alloc,1ttoJJ methorl, if 
slightly updated, Lema.iue<l ,t0cllauged. 

In pruticuku, the allocation of sh., recl costs: based on budget estim.-tles did not 
ll.ld ude a process to review after-tl1e-fact these costs. 

5 Page,, 46-40 <>ft.be dr11f , •~P"'' 
6 SIG.AR Fiuru ,c.-J ,\11clir 2'.!-1 ~ of Co$ts iucuned uudei .\g1eemein No, 
tbe period of October 1. '.2019 thJ:ough September 30, 2020 
' Sn,,bo11¥". 
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Therefo,..,. __ shared costs rulocation method is known by USAID for 
more tb-~ears, -:lnd SIGAR's fi.n:mcial andit 22-18 - based on 
Conrad's a udit reporl - is the first to questioD lhis method, 

It is :tlso the first to recouune.nd costs dis:illo-.n1nce based on such finding. 

Neverthele~s, as will bt; de-moosti:ated below, - ha:. taken due oote- of the 
auditocs' rem~.rks, as soon as they were b1·011ght to its atten.tion, aud has 
implemented intern.al control procedtu.es accruclingJy. 

C) Ou the appliartion of the ,applicAble cost principles to -
method 

The applicable- cost principle is as follow,: 

2 CF.R 200..4.30 - Coinpensation-persomtl se1v ice~ states, iu pa 11: 

''(i) StmHlaniffor Dumvm1tario11 qf Perso1111el &pe11ses 

(1) Cbnrges to Federal ,m•ortl. for sal11rie:; aw{ 11•11,ge.r nm;t be based 011 re,ords /hot 
amtrateb tef!ert lht 1rtJrk pnj,;,med. Thete mr,rd.- 111111t: 

(i) Br nlj)po11ed l!J: 11 s:vstem of internal t'Otih·ollhal p,.ovules rea~·onable 
r1ss11m,1ce that the ch,rrges ,ire flcr.umte, ,1J/01vr1l>le, ,md properf:)J 
rtllocttted; 

(viii) B11dgel eshi11ales (i.e. , esli11,(1/eJ deler111i,1ed before !he services rm 
petfom:ed) alo11e rlo /lOf quoli.fJ' trs mppott far rhaJJ,PS to Fedeni! award.I, bid 11119• 

be 11ml for inleriw nca,1mli1,gpllfpom. pmvidtd !hat ( . .. ) 

1--1) Tb; tj•Jltt11 for mttbliJhfng !hi eslima/liJ' prod,JM reaso1Mble 
appro.vi,i1(ltions of the adi1,ity actl(.alt11 p e1fo1111erf,· 

IB) Sig11ijir.r11rt rhanges in rbe ro1·11sp1J11t/i11g 1l'Ol'k m,tMty (aJ defined ~Y 
thi· 11on-Fedm1l tntiry's 11 ritlm polirit..') t1re idmlijred and mltJed i11fv 
the 1·ero1rls iJJ o tit11e91 Jt1mwe.r: Sho1t tnm (mch /Jf 011e or two 111011ths) 

/7111.1t1111j011 l>f.1'11-tm 11'tJrk!Md c11tegtJrie.r 1/f.ed nut be , 011sidertd tJJ' l1JJ1g 

1/.f tbe diJt1ib11tia11 ef Sll/ariN (Jl!d 1/'fl_gf-' is YMI0'1ab/P over ti), /orrgfr 
ten11; n11d 

(C; Tbe 11on-Federrzi er,/iry's system ef i11ler1wl controls i,iclmles 
p1-ocesses to revie1JJ f1jter-the-fr1ct i11teri111 chr111gu made. to 
a Federal d:JJ!ards basttl oJ, budgt-1 esl11nalcs. ( . . .) '' 
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It is neces,sary to recill that the tolru budget of the Award was $'Y.l.500.000, od of 
which $4.393.845 in eosts related to salaries were ·allowed. 

Fimlly, as pr.eseut,ed in the Special Pnrpose Fi nancial Statemem (SPFS), S3.869 663 
were actually spent 011 salaries. 

This repiesen~ a yai iatio tl of $524.1 82, ot 2,3% of the total amou nt of the Aw:nd. 

1u. this iusr;a11ce, - co~ts alloca60J1 methodology- complies in parr. with ti.le 
aboYe-m entionecl rE'gnlation, as ,t provides a sys tem reasonable assurance that the 
charges are accurate, allowable, and properly allocated. 

Tius p1ocedu1e 1esnlts in a ven· detailed Excel sheet eutitled "Table fo1 llie 
Allocation of Common Costs'' ('TACC''.) . 

The T ACC for ~ tghan.istan missio.us has been communicated to Cou .. ad a.s 
pan of die audit. 

However, it is tille that at the period of perfounauce foe the graut (r\ngnst 1, 202 I 
to :'.\iaich 31 .. 2023), ■used budget estimates to allocate shaied costs i elated to 
personnel e:<penses "--ithou t h~,;,ing impl~naented o p,:ocets to re..-iE>:w nfte1· the foct 
these d 1arge,. 

Nevertheless, as will be rlemoo.srrated be.low, - has , iJlce then i.mplemeot~d n 
se1ies of con:e-ctiYe meastUes indudi.ug rimesheers a11d systematic afte1-the-faCL 
review&, 

D ) On the update of inte.r,r.u proced·ures for allocating shared costs 
by -

From J\ la.rd1 2022, - has ~et np a p.roceclu ua fot implementing timesheets to 
employees, nationals aud expatriates, whose costs are ch.uged to clonor-fu11ded 
projects. 

Sala1T ,ost,s cons.idere(I as s]mn;d costs ace therefore. ,;.h.irged to the projects 
acco rding to the distribution .res1.<lting from Lhe timesheets. 

Exhibit 6: Proc;eilnre fo, imp)e.meoting time,beets - ;\forch J2 ?02? 

Since tlu,n, timesheets have been fully implemented foi 8 ruissions. 

B}' rl1e end o f 2024, fimes.heets wiJJ bP implemented for 7 additional mi~sions -
i.nclnclin.g Afghanistan. 
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Heuce, by the eud of 2024, timesheets will h&ve been deployed 011 SS% of . 
m.i;;sions worldwide. 

E--dubit 7: D escription of process of Time.sheet im,plemenration 011 the■ missions 
E.i<lubiL 8: Deplovmem Di~gi:arn Tunesheet for Afgll:wimw 2024 

Sevetal a1-gi.trne11tS> "·"Plain why Limesheets a.e implemented i.u .Aigbacistan io 
20:24 (while jr has sta1-red in 2022 on other missions): 

i\rghanistan being one of CM biggest. missiom, the1e was a wish to les l 

the new process 0 11 s malle.r missioiL~ (tecb n.ic.:tl cb:tlleuges to manage tbe 
impleinentation of lile humau resotuces sofiwai·e wit11 so many employees) 
and gru.11 cxpcricuc-c; 

Complexity of ~ccess (at a country 1tnd 1t'gions' le-vel) for tmi.uing Md 
rleployment; 

Difficult politiail and Jmmru:i (eso tuces -regulations conte.'{t, \\'ith the fall of 
Kabul in .'\.u_gust 202 1, which stirred: 

• Change in the local team (impact of women, etc) 
• Diffi.cu11,, i.t1 rea:uiti.ug incell1Jltior1al staff. 

On :i macro point of view, - conside1ed that Afghan team had mo1e p1es~ing 
challenges it1 the aftermath of die fall of Kabul. 

~Ioreover. - undersumds tlrnt its ctutent costs alloa niou methodology, if 
<locurnemed ~ntl eqnitable, is quite complex., 

TL at is wlw- is cua:e11Llr deploying new intelllal -p1ocedw:es. 

At the encl of 202.3, - procedllte for the ;illoc.:ation of sluu:ed costs has been 
npcfated. 

Since October 2023, the p rocedure inclurle;; ,m aftec-tl1e-fact review of the 
allocation of sLru:ed cosrs. 

"S1arriu3 Ortober 2023, tflch time a progmm is jinfllizyd, an 1tpdated T.. 4CC 1111/SI bf 
pnfor111ed based 011 t1tt1111/ aid a11d aid .ffqff expr11m (11•b1rh will /Jf thP 1st draft of thf 

farnl ji1wndal report). 

Tbt nJriu t11h.wlt1ted btb-et/ on nrtMls 1,,i/1 lie rot/;pt1,-ed to lht mtio.r ftflt1llt1ted bttrtd Oil 

l111tiget." 

Exhibit 9: . ,cedu,e for the _-\lloc~tion of Shru:ed Cos-rs - U ~ted 202J 
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TI1is is lllso reflected in - 2024 p rogr,unming. 

fnde£d, in acconl~ocec wrth thee framework uote for the - finauci:J.J year, and m 
line ,·vitb the multi-ye!l1 sharegy, the focns of tLe ~dministr:tti,·e and financial 
01an~gemem will notably be oo the following pi:oje.ct: 

'' Dei•elop a llfll' Jhamf cost1J11111agmm11 f(J()/ (lltll' I."lCCJ 
- l i11ple111e11tatioll of a ,m,• TACC. t/1r - I'ACC beiNg old (2013) and q1wrio11ed fey 
t 61!I' m1ditoN, 
---4.pplimtio// ojL-JCC A ,ttml J'S. B11;/get aJld1r,/ far mmvl pro.Jedi (,11 pamlld 11,ith the 
1vil-o/lt of the 11e11• 1/lethorl). '' 

Therefore, - l1as t;~ken into account every conuneut made by Conrnd, 
even before tl1ey were officially endorsed by SIG AR. 

1.2) Program snwL-ies 

This finding relates to au air chatter carr~ medicAf equipment/ pharn~ceutical 
.items i ,om to Kabnl (.\FGf-11\NlSTA'.'J) on 
D&E:'mber 16, 2022. 

TI1e medical eqn:ent was desrjued to the preseut Progrnm, ✓.1s well as 3 od1er 
p1ogrnms led by - iu AFGf-L-\i"llST,'\N. 

Medical equipmeut i~ con,~idered goods and se.r,•,ces uoclec the cost puuciples set 
ont below 

A) Applic."lble cost princip les 

2...CEB..2QQ..4Qb.AU~~ts st~ res: 

"(~) A cost i.s 11/lfJmb/f t o II pmtirt1/!1r Federal a111tJrd nr orher co.rt objerti11t !f tbe goods nr 
serokes i11uo/1ied are chargeable or o.r.rig11oble lo that Fedeml awml or co.rt ol?Jecri11r iN 

,mwda11ce lf'lth 1rlati11t bmtjits rettii·ed. Tbi, staf!dard II l!let if the cost: 

(2) Benefits both the Federal aJ11artl and other work of the 11011-Federttl 
enli!_y and can be distributed in proportions tlwt ""!V be 1_,pp1'0:xri11mted 
using reasonable methods: and 
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(3) ls 11ecessnry lo 1l,e ovem!J operation of //,e 11ou-Fedcral enli[v and is 
ftssigtwblc in part, to theFed,mrJ au,ard in trrcordmue u1ith tlte prit1ciples 
in Jl,fr s11bpa,.t. 

( ... ) 

(dJ Dlred cosl allocatio11 pri.11dples: If n ,o.rl bmefit; /J1'(1 Qr //lore projer:is or udi1tilies i11 

pr(lpvrtitim that r,111 bt rief,1711i,wf n•itho 11/ 1111d11f ejf1111 r;r rvst. tJ:,, .01t 111,ut be 11//rmrt,tl to 
the prryc.cts bO.Ied 011 the proportio11al lm,,yit. 1.f a r.ost be:neflts Jwo or more projects or 
activities in proporlious tlttll tmmot .be determined because ef the 
inten-elati,mship of the wo.-le. i,wolued, then, 1ri)t/1•i t hst11.11diJ1g p,wigl'lJpb {c) uf this 
1.ertio11. the c osts mav bt: allocate,! or lram:ferred to benefitted projects on m~v 
reasonabl,e d.ocumen~d basis. ( . .. J" 

B) Application of rhe cost principles to the air charter 

Th~ ror;, I amoum of die ab: chnter's m,·oice is _i 625.000. 

Exhibir 11 : Air charrer in,oice 

This iu,oice repre,,ants tJ1e total a."nonut of ph~=acentical item purdrnses fuc 4 
di(fe1eot pt0jects, i.ududing U1e pw jectin questioll heie. 

In vak1e, the total amoullt fo1 the pha1mace11tical items fo1 the 4 diffeieiit pwjects 
is£ 570.207,74. 

Titis is e,·ideo.ced by a.11 the im·oice.s for the phacrrrncentical items tl1at were 
purchased for the 4 projects. 

Exhibit 12· )nvoices 

OL1t of € 570.207,74 in total , ,alue of the mediatl eq uiprnellt pt1.1dmsed. € 
52.3.329.58 were deruoited to the andited Projert. 

Tilis represents 92% of the total 0 1:d &; in ~·:llue of r.he phaonacentic~, l .it.ems 
purchased, 

Exhihl11 J 3: Tnb)e snm,notizing the plm1mncentir.al i1t=-m:; pnr:cbar,ed 

EveL1hially, out of$ 625.000 from tbe global air c:lntter iornice, - charged t> 
587.500 ou the geue1-al ledger.. 

TL.is 1epr .... seJ1~ 94-% of the global i.uvoic-e amonnt. 

.A v;u:iarioiJ of 2% rep1eseots $1 2.500 on the t.oail amo11ut of $ 625.000 
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It is reminded that 2 CFR 200.405 (a) (2) accepts approximates, >1s opposed to sttict 
equality. 

T herefore,. s1rongly objects -to the eotire amount allonated to the project 
being decla red unsupported, given thal - as fully complied wich tl1e 
applicable cost regulations mentioned above. 

Fust, it is ~ tive to po.int out that, contrary to what Comad asserts, in the 
present case - did not -at al] apply its aboYe-meniioned cost allocation method, 
as Ll1 the C"ase of salaries. 

E.mibit 1· Table - Summ;u;yof i,<ties 2.8 ?4 - Sheetp 4 1ine P.01 

On the contr::iiy, • diuded the t ot:tl invoice between rhe various projet;.tS 
concewed by the ll.U d1a1te1 :1ccoxdi.ug to the value of the mecliatl item b:anspo1ted 
for each of these projects. 

Hence, the :tllocation is not based on- n snal TACC, bnt ou tbe actm1I tatio of 
the n1lue of the p1oducts transported 

TI1is disnib11tiou is p eifec tlr in line wi tl1 the allocable cmt; pti.nciples se t o u t in 
CFR 1egulation 200.4-05. 

The amount charged ($ 587.500) was iHourred sp ecifically for tl1e 
proje c t; 

It can't be rleniecl, and the a11Pitors did not deny-, th.it most of tJH, medicine oinie(l 
by the air ch,uiet was destined to tl1e project Ulldet discussion. 

The air ch arter bene.fitted b oU1 tbe Program uncler discussion aod 
other progtams, 

And the cost can be disr.ributed in proportions that may be 
approximated using re asonable methods; 

In fac t, divic:IUlg the total cost between the ,,a.rions projects o n the basis of the value 
o f the products trnuspo1 ted for each p10iecc is a perfectlr reasonable method, 
allowing all approximate pr.opo11.iol.l of the tot1l to be allor.ated to each projecl. 

The llir charter was necessary to the overall opernr.ion of - llnd is 
assiguabJe i.11 part to the Award 1md e"r discussion ; 

I t C;\n't be denied, and die audi.101.-s dill not deny, d1at the medicines c~uried l.>y 1ur 
chatT!'f to Kabul were assignable ill part - and e,-eo .in Lm joJ:ity - to the present 
Aw.ucl 
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In conclnsio:n, for-- the air chart«-'x,. 1as not "lised any cost allocation 
method :md has complied fnUy with its obljgnti.01ls in terms of allocable costs 
principles. 

-he refore firmly refute s th e condusion that the sum of $587,500 related 
to tbe air charter is unsupported. 

I.3) Other d irect costs 

Uuder th.is rob. finding, Conrad ideQtified 26 insta.nces where m:her direct costs 
were allegedly ba$ed on T ACC bnngeted figntes. 

~ sagrees with this asser-rio11, since eitbi;r the costs 111 qnestiou were not 
allocated to severul projects (A), or the method used is compliimr with applicable 
1egu]Atio11S (BJ. 

A. On tl.1e 3 instances whet-e the questioned c osts were not allocated 
to sev eral projects 

Ou 3 iustauces, 6, Comad fonud that. no alloci.tiou was provided and ilii.t the cost 
seemed to be based on TACC budgeted fignres. 

Howe,·e.r, . rloes not uoclerst.1brl fhis issne, since the a,i;set.s pnrcl1osed wece 
esclush·ely aud solely dedicated to the p1esei1r Awa.rd. 

These assets were not dedicated to anv othe1 Awa.id, as shown iu the. docuruen ls 
snbrutted by- o the auditors u.nde~· iustances 0 -01 , 0 -02. and 0 -03. 

lb these , onditions, the TACC does not apply: The costs we(e not baser! ou bndget 
estimates. 

B. On the compliance of .. r.osts allocation roe1hocl with 
applicable reg ulations 

IL is i ecalled that 1 CFR 200.405 - _'\.llocable cMLs ~tales; 

"(a) A rosl is nlklrable to a parliffilar Fedeml mmrd or o.lherrosl objective 'if 1hr goods or 
u:n1ices im)olv/lrf are cba,g,eal;/e or arsig11a/Jle to that Fedeml mmrtf or ro,'1 oilje,tive i11 
paord,mre 1;Jth ,p/ntin: bmefi!t rueived. TN, staJ1rlm-d ii lllel if !he r:ost: 

(I ) ls incurred spetifirnl!vfai• lhe Fule,·ol ttJ11ortl: 
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(2) Bmefits bolh the Federal a111ard ttt1d oJher J1Jork <?f the 11011-Fedeml 
enti!v and can be distributed. in propo11iot1s that may be g,p.pro.~imated 
using reasonable metlwds: aflll 

(3) ls 1tecessmy lo //,e 01Jemll oper"Jiot1 of ti,e non-Federal etJli!v cwd is 
assig11ahle iu t,m1 to the Federal a,vard i11, ,;,,ccord,mu with the princ,."pkr 
itt Jhis subpm·t. 

(, .. ) 

( cl) D i,·ecf cost nllocatio,i priuc-i'ples: If a cost bmefit,- /JJ'O or JI/ore prt?)etts or adivitieJ i 11 

;vro,/J1Jr/i()11J t/Jat mn 7,,e ff(!(er111i1ied 11•ithou/ 1md11e ejfo1! 6r c6sl, the ,wt !IJINI be n//omtul lo 
the projrctJ ba.red 01; the prvportio11aL be11ejit. lf a co.rt benefits flvo or ,rwre projects or 
ar.tivitil'S i11 proporliom· tllllJ cmmol be tktermllied because ef the 
i11terrelatio11sl11p of tl!e u1ork i111.10l11ed, thm. 1Jotll'i tbsta11di11g p 1111:1gmph (c} if t/.Ji.r 
urliorl. the co•·f.s may be allocated or lmn-ffern:d f.o be11efit.te.d p1'Qjecls on ,:my 
reaso11alJ!e dOl!um~nted basis. ( ... ) " 

It is t:rue that u\ !he othe1 instances 9, ■used it.s cost!> a.llocation methodology 
based on the T ACC - developed in Section 1.1) above. 

However, this.method mEet.s i:he 1equirerueuts of the above-mentioned 1egulatious. 
I.udeed, Oil one hand, t.be qnestiolled c.osts refa te to goods and services. 

TI1ese costs were iucuued specificallv for the Aw11rd nude.t dim,1s~iou., -.,;·liich is uot 
debated. 

TI1e~· lx?nefitted both the piesent AWllrcl and othe1 awards. TI1ese cost~ han, been 
distributed in propo1tiom that aie approximated - a.s explicitly authorized by the 
appl.tcable _regulation-, using the T t\CC, wluch is u ndoub tecUy a reason.'lble method. 

Tbese direct c.osts were ne.essa1~· to the overall oper...tioJ1 of. and are a,sig.Lta ble 
111 p,ut to d1e present Awud. 

On the other hand, in applirntiun of the direc t coses allociuiou principle _recallecl 
above, rJ1e du:ect ro.sts cm be allocated on anr reasoJ1a.hle docuiuerited ba..~s. As 
has b een demon,;tutecl above, - costs ·allontion m ethodology is solidly 
documented. 

In additio11. - 1as implememed a series of measures to take ill.to account the 
,mclltors' comments. 

9 0 ,05 ro 0-09. 0-14 to 0 -27. 0 -'.!9 nco 0 -S I 
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ln conclusiou , rul of the questioned od1er direct costs should are snpporteci , 
either becaose they beneficte.d solely the award nuder discussion, or bee£t1i;;e 
tbey were allocated nsing a method compl:iaot with applicable reg11lations. 

FiJ.111lly, this costs 1dloc.lt1on metl1ocl.ology applie<l to other direct costs has always 
been used by . aru:l h11.s always been accepted by the auditors. by SIG.\R and by 
USAJD 

Under lhe two previous ,mdits pe.rfonned by Conrad on IIIIPrograru.s in 
Afglrn.n.iston!o, this iss ue h as never b een raise d ne ither by Conrad nor by 
SlGAR. 

Questior~ -s methodology after the ei--ecntloJJ of the p1oje.-t w11s coLnpJeted 
bxeacl1ss1111111Jight to fair notice. 

U .4) On the violation ofi.lright to fair notice 

The nuivetsal legal principle of fair wru.u.in_g or foir notice - "simritij1tridiq11e, .i.n 
European coum.ri.es -, is, m1der Americ:u1 law, based on the due process clause 
o f the Fifth AmeuclmenL 

_'\ccordiug to this doetrine, defendants must receive "fair notice' ' of tbe conduct 
that c11n Sltbject them co pu11ishmeu t. In od1er words, where a defendm1c -
whether n:iminal or civil - faces punishments, the standards o f condnct gi,·il1g 
1ise ro such punishment must be 1easonably disce1nil.,le befo1e the puuishmem 
is imposed. 

By two decisions from 2012 u . tl,e Supreme Gou.rt reiterated that tede.cal 
agencies nmscgi,·e fair notice prior lo ellfo1ci11g regn.tatious. 

Nann ally. tlus rnle applies ro entities acting on behalf of tl1ese agencies, such as 
Conra,d. 

fo the fusr de<'.ision, rbe Supreme Courr fonod t:h/lt due proi-ess demands " that 
reg11k1te.d p(J}fits .rh011/tl kM11• 11•b llt is rtqr1iretf of I/JM11 so tbey 111qy lit! accordiMgb1 [11ml] 
p1~ci.,iu1J ,wd g11ihmte art lteceu,10• sa that tho.re mforcit1g the /a,11 do 110; act in ,w arbitrmy 
or rliscrimi11at&I) 11'!)•." Jl 

In Lhe second qecisi.on, t.he Court t efased to de.fe1 to Lhe Agency's oew 
iuterpretarion o f iis own regnlatio.os, a& doing ~o won.Id ' 'miQ11J[v 1,ndermi11e. ,he 
j,1i11rip/e that ageucie.r rho11/d pro,ii/e rrglllnted pnrliRr 'fuu warning of the conduct fa 
regn1nion] prohibits orreqnires"', .Acco.tding to the Court, 

LO Grant No. and Gn1u No. 
11 FCC,,. Pox Ttim,;." Statio,ts, l11r., 132 S. Ct. 2'.IO ? (2012) md Christpb,r ,,. S111i//;K/1n, Bur!J.<1111 Cop., 
1.32.S. Ct 2136 (201.2) 
'~ F,ix-, 132. S. Ct. a 
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"[If I is one Jht'ng to expect reguk,ted pnrlies lo co,~form their coudurt lo ,m 
agemrv's i11terpretatio11s once the agemy ,w11ou11ces them; it is quiu 
,mothe,· to require regulated p m 1ies to divine the agen~y"s h,terpret.ati'ons 
in advance or else be held liab/q 1phen the agency awwmues its 
interpretations for the first time in ,m e,iforcement J>rot:i!eding and 
ilema11Js defe;y,nce. " 13 

The Supreme Court emphasized that 

" Where. as here. <111 agetJ'l)• 's a two111u:ement of iJ's iJ1terplltat:io1t i.s 
vruMed bv t1 ve>y le:ngtlr; betie>d ofco11spi;;uou1· i1111r.tion. the botential/M 
unfair surprise is acute." 14 

H ence, t:he l1oldings i.t1 these two rnses p1.o,1.ided an important rnrrw1der to 
regulated entities that while feclenu 11ge11cies may i ndeed cha11ge their polic ies, 
they cannot eu.fo1ce those d11U1ged policies without providing adeq,lllte uotice. 

In this iusumce, as deinoustrnted abo,•e, the slU11'l'd costs allocation method used 
by- 1as beeu continnons.ly acr-epted by USAID since 20l3. 

This means th3t since 2013, USAID considers that this method complies with 
the applirnble iegulalions . 

Bet,Vt>en 2013 ll.11~ \',llllsliared costs allocation n1ed1od has !C:'mained 
11.ocbat1gPd, and if- is aware that between 2013 aiid today, ce.gnfatiom b ave 
changed, tl1erc has had a veiyleugth;r period of conspicuous inaction b~-USAID . 

lo othej: words, np ro S1GAR's Fi.u:mcial Andit R~port o f Apr il. 2022, based on 
Coru:,i.d 's audit report elated l\larch 7. 2022 n, USA1D had always considered 
thai; - sha.ced costs allocatioJJ nwtbod was fair aod equitable. USAID bad 
also, up to SI GA.R's Financial Audit Report., alWllys couside1ed that this method, 
ba.sed on budget ~timates, was complillnt with applicable regulatioi1s regarding 
peJ.sounel e-xpenses. 

Therefore. Conrad's findings u.nder the present Program, stating that the 
method is contrary to the applicable J.egu.lations constil11tes a c.hauge in the 
interpretation of rl1e applicable regulations. 

At no poi.1lt was . ioformed of this cb:ui&e- in the iuterpret.;nion of t11e 
regulations before the actual enforcement pcoceecling. 

ConsequeolJy, . was denied its righ t to fai r not ice. 

" Cbn,tp!ur. 13~ S. Cr. at 2167 and 21615 
"Ci,ri,Jq,b,r, 02 S. c,. ~t216S 
i; EndoJ.Se<i by STGAR 1.e ru..d' 
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In this conte:.t, - ould not adapt its beh9viot to the uew iuterpret.'ltio11 
of the u tle . 

However, as demonsrmted above, once informed, - made every 
effort 1·0 comply wilh tJ1e new interpretation of 1.he rule and the :mclitors 
requests. 

'Th.erefore, - should not be asked tQ cefund auy costs under tbis 
finding. 
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I T. On the Finding 2024-02, under which, according to Conrad, funds 
transfers serv;ices were not procured and were not sufficiently 
documented to demonstrate 1t was related to tbis Program 

- ill demonstrate that a competiti:ye bid analysis was completed before selecting 
the Money Trausfe1 Agencies (l\ITA) (A), and that the foucls tuu1sfou.ed weie 
related to this Ptogrnm (B). 

To begin with, it must be roc~Jled that tlte execution of th e PLogrnm s taLted a lew 
weeks befo1·e the fa]] of Kabuli11August 2021. 

TI1e1efo1e, although a competitive bid au.:tl}"Sis has been made,. eams weie 
extremely foo1secl on secn.ritr ~nd qnestions arising rega rding, among others, their 
femaltHllltional staff. 

Nevertheless, c1esp.ite this difficult context, and the fact that almost e~'erythi.ug was 
shifting from one ham to anothei·_,. thanks to its long-lasting intervention in 
Afghruustan, managed io contact se,•eial J'IITAs, 

A. On the competrttve hid analysis that was perfo.cmecl be fore 
selecting lhe MTA 

In.a 1epo1t i~ued i11Janua1y2024 on th e cnsh shipments to Alghanistau 16
, SIGJ\R 

.it,self stated: 

"( ... ) tbt Depcut111e11t of tbe Trrras11ry {[reastll)~ blod<-ed DAB .frM1 amssi11g if.! assets ht/II in 
U.S. ncco,111/s, and i11fema/.iQnal do.110,,- iJ«l11diH_g th, C'.S. f!,ot'<'m1J,e11/- m1d aid 
orga,ziz,'1/io1zs .suspended thei1· fimdi,zg ,md prog1-ammi11g alifiviti(s in 
,1/glumistan. As n 1mJlt, --1hha11istn11 fall into =t10111i.c ,md b11ma11itnrin11 crises. ]!y em'!)• 
2022, intemntionn! tlo1101, ,111d the ,[JN agreFd that r:1ss£rta11re 1u,ded to l'f!llfllf to atfdre,"$ the 
ctisFs. HoJ)wer, sanctions Otl the Talib,m ,md the isolation of Afghrmistm(s 
b,wleing ucto,· f/Mcwt that implementing prt¥tners did not have reliable or 
s,!fJ'i.rirnl c,rsh-on-lumd to pun:hnse and deHvrr requi,r,d goods and sen:rices 
throughout t/J4 co1mt1y. Tq tllitigate thit im1e. t/Je. UN, in (r)t/mltarir,11 wit[, t/Je Depar11,m1ts 
of State (State) nJJdT1tnsmy, 1/etm11i11nl that it meded lo tn111spo11 U.S. u1rrr1t!)' i11l0 tbe ro11Mf!J' 

t() Ml' Jvr the r,pemtioi111/ anti progn:w1mi1rg mm astodoterl 11•i th ,feliv,1i1rg h11111n11itari(111 

assi.stn11re. 

Sit1.re August 2021, the UN haspunhn.sed, trlmsporl'er/, and tnm.sfi'n't1d at lea.st 
$2. 9 billio11 to Afgh,mi.sta11 u.si11g iut,m1atio11al don-or contributions, Tbe U.S. it the 
largest i11tm1ntionnl donor; h1111i1~gproµided abo11t $2 .6 billion in j11Jdi11gf qr tbe L~". other P ]Os. 
rortf ,'J(;Os operati11g i11 Ajgh1111i,·ta11 si11ce A.1rg11st 202 1. },lore than SI .7 billio11 of that jimdirig 
came .from Sia~ and thF U.S. Agenq for llltemolionol DevdojJ1ue1Ji (USA.ID) lo mppo,1 

h11nm11itnriar1 actititiu i11tplt111ented ~l' Pl Os and NGO1. i!1t/J1tfing tht [JN. the llTor/d Bank. 
1111d the Colo111bo Pinn. Homver, S ! CAR fa111rtl fbnt do11on 11take amtrib1✓tio11S to JioolRd V ,V 

" $!GAR 24-12 En luatlou Report - « C~$1:. Sluprum c, to .,Ugl,,,lllSI.,,. The 1.~ J-hs l'\\!cluscd 
.\:-,d T1,an~p-.-.atlm ~fn1c-1han t2.9 B.dlit>11 to :i'\fgb-:ttii.-s-r:iU 13:) Jmpkmc:nr Hum,1~1;il.'tcr .. rn. "\ ~iFl~Ptt .. -

J.v""" ?fl'.! P-IP 111lf 

(Continued) 
67 

18 



atC(J1111U. nJ1d l,Jdi111d1wf dor1ors-ir1clt1ding Stale rmd US_ ..LJD-tmmol delt1111i11t b@• lln,r/J of 
Jbei:r co,rhib1,t:io11.r nre mer/ to pwchasF nad tmnrport cmh far 11se iJ, Afghauistrm. 

( .. ). The L1\' nparterl that it bega11 p1m:hnsi11g ,mrl shij>pillg cn.rh because ef-4.fgha1, bank.I' 
i,u,ltility lo pattitipate it1 i11temllliot10! 11il'I' Jm,1,je,t n11d Afgbanhta11 's lnck qf dom,slit c,trrMI)' 
cirr.ulati,;g th1rJ1✓gholff its l!fOflOl'!,1', " 

Tiie report a.rlds that to .l]Jeviate the crises, T.reasniis O ffice of Foreign Assf'ts 
Conuols issued 7 genl'rnl licenses between Novembe1 202 L 11.Ud Febma1y 2022 to 
cla.rif)' the sanctions regime und to allow international donors and aid mgan.izatiorn 
co 1esume humanitarian and de"elopruent assistance in Afghanistan. 

Li tbe immediate aftenuath of the fall ofKabnl,- - wbo is a 1mjor lmmanit.ar.iao 
acto1 in ,\fghan.isrn n - was one of the few :tid organizations that m:timau1ed its 
a.ssistance. io the co\mcry. 

Dne to the collapse of the entire b1111k.iug S)"'Stem aud the tntei;uacional sanctions, 
- c.onld not rely on irs nsn.tl ba 11kiJ1g clJauJ1els to briJ.:ig in money to Afgl1a.nista n 
ro finance these ptogiams. 

Jn emergency, it had oo choice bnt t.o can oo the. sei:Yices of 11TAs ro u:ansfer 
cash Jiom he:.ldquar ters to KabuL There were 110 other available means to transfec 
money for payment of operations and staff salaries, aa d to eusme the response to 
the crisis followwg the Taliba11's mkeo,-eL 

It is .iu these very speciiic and c1itical conditions tl-IB l the 1ITA was selected by-

• On the selectioil p rocedure 

Befo1e aud fot montl1s afte1 lhe foll of K.'tb1tl, most oi the est11blished lll'l.d up to 
\Vestern slanda1ds merchants - and therefore MTAs - had fled. The ones 
rt>ma.ini.ug were Ye1y cautious at1.cl not Yery keen when - reminded them oJ the 
necessity of a comparative bidding aualysis and tl1e docume.ut flow t hat it requires. 

In 01&1 to fiud n way lo impo11 funds, . petfonned the compaiative biddiug 
analysis ]mt did not archive the corup:,ri.son grid . $Q th,,t i.f1:aliban guruuion decided 
w rilill their p1em.ises the\' would uot easily idemi.fy aud possibly ,threaten tlleii 
~lTAs. 

N eYeti:heless, ap,1c1T from arch.ivin.g the grid. all and every stej¼ n.ecessarr for the 
comparalfre bidding aualy!lis we1e made: the lDs were collected, all anti -teu oiisl 
mouey lanndering vetting w~s made. multiple MT As were compared (6 in total) ... 

Anrl of course, v~l.idation fornJs and coutrncts were signed. 

Exhibit J4; i\(CA related dornmeot5-9f - icissoa in Afghaui~t•n 
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171ereJore, the ouly missill.g element is the document that could have allowed th e 
Tlllibans to know in Lhe ulink of an eye who we1~_.lb rrAs. an<l possihly 
end,rnger or pres$ttre thern, or mon.itor more closely~ tivity. 

It must be reminded that the Taliban goveuunent had asked all oorJ-govemmeutal 
organizations (NGO) to s top employing female nationals, and t hat donors had 
stronglr recommended not to comply. 

TI1a.nks to its proacrive precautions- conld mainr.iin its activities and keep most 
of its national staff. 

Jr tl1erefore appears lh a l even if the grid was not filled, the agencies we.re 
nonetheless put in co1npetition an d the objectives of I.he gri d folfil.L::d . 

0.u maoagemeut's control 0\7 er the selection o f ?\1TA 

_'\cco1ding to Comad, . did not comply with regi:1latio112 CFR 200,303 - lnterrutl 
Coorrols, stilting i11 p:1.rt rha, 0 'tb, 11,:,11-Hdeml e11tit_)' 111f/Jt: (t1) Establish and mai111ai11 
ef'fective ink!rn,1/ control over th, FedemL tlJJ'(IYd that p r:i11ides- m,up,wi.,/c assum11ct that tbr 
tto11-Fedmrl entity is fllf/ltagj.1Jg lht Fedetal ,111r11'tf ill t M ,Pfit1Ji<'e 11ith Federal f/alutes, ng,,lations. 
,md tb, terms and cwditiMJS of the Federai 111n 1rd ( ... f' . 

However, - 1\ITA ProcedUi:e stip1uates in its Section 4 that final val.idatiou of 
the ]\,(T,'\ ,vill be clone at HQ l evel. 171e rnliclatio.n foun has 1o be signed hr the 
Finauce Cona:oller and the-Chief Financial Officer. 

TI1e procedure was more than respected ill lius .imtance, HQ lrnving sigued the 
~'!TA v-al.idation form. 

fo fa ct, given the impom.nce of diis ~IT A selection proce<lure, the valiootioo fom1 
\'fl\ S signed not by the ChiefFinaucial Office1 but by the deputy CEO. 

Exhibit. t'r..HfA ,, .. Jicbtiou foi:m 

H ence, - headquarters established and maint:1.ined effective iutetnal 
con trol over the MTA selection by IJ1e mission in Afghanistan. 

• On the non-aru:ilicability of procuremenl g.ir.irleline.s 

Tue auditors r efer to Pl Ts Procur ement G nideli,1es, Section 3.:i. accorcli.n.g to 
which tl1e logisticiau has to request derogations when he/she tl.unks ot realizes tl1'.tt 
it will not be possible to respect the s tandard proctuement procednres, 

Howe"e1, these guide.line~ do not apply i11 this case as the me o f MT As does nol 
fall ll.Ode.i the st.audru:d p1ocur<.'meul procedU.ies. 
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Indeed, the l\ITA selection pto ce.dure is not a p urchase p rocechue - m~ning no 
p111·clmse ord ei:s nor pu.rchase requests for transfers are issued -- but 1s bv defuuti.ou 
a derog.1to1y Wl'&ncinl procedure ftom dm;sic fo.1,~ncial bank trnnsft<rs, valitbtet1 by 
the headquarters and nsed oi.1.ly in exceptio11al sicnatioos. 

It m~ns that the J\IT.t\.s ~e nsed ouly when the usual bank transfers do not work, 
8$ was tl1e case during the anclited p1ogram 

It also means that lilliog t he comparisoll gud is 001· absolutely compnlso_ry, out 
mo, tly ai:ms :it ana~·ziug and compari.og the different criteria for a 1\TTA-validarion. 

Hence, a derogation req11esc from the logistician did not have to be 
completed in tbis instance. 

• .BHA u,as dulv mfouned of ML\ se1ecti= 

This situation was duly notified to BHA in= e-mail dated September 8, 2021 sent 
by- Middle &isr Desk £>:faoag~ 

'1 INmld 11/Jo like /IJ Ink; 1bi1 oppM1111ilj lo let J'o/1 k,10/,, Iha- is mrre11tj)' ,1rivi ,tg 
t.o n 1n•t I t~~ fi11a1u-inl co111-111it111NJt;;, e.tj:>t'<1'alb to11"1:lrtf..r. t;.1tr .st.q/fr {Mlarie.s) am/ .f/,pp.licl's~ 

With /he closure of banks m,d scm·cilj, of cash ,wa,7abk, PUI has sig11ed 
ro,1trcu;ts with } Mo11~l' T rcmsfe,r ,1g1Jr1ts (MTAs}, _(oik1JJ'i11g the /Jgmd i!ltemal 
pr,;ced11re - iJihitb it1durles all 11emsa9• totmler0 t1rrorim1 ,hetkr. Ytl, ,UTAs do /,(JJ)f a 
cost a(I(/ 11.fee i .j applied to pq.:h tm11sfar (ji-om 5% to 8% ilepu1di11g on the MT.A)- '' 

On tbe same <lny, BHA's 1 

Ele\-ated E ureau Response, 
die orhe.r topics 10d nded in the e-mail. 

-ce - Afgbau.ista11 Complex Emergency 
replied to - D esk Ma=gei: on 

■did not reply about the .MT As, which can be interpreted as radr appro\·al. 

In a.ny rn~e .• fulfilled its obl.igatioos aod wa.roed BHA about tbe selection of 3 
i\ITAs; it can not b e helcl accoon table for BI-L'\'s hide of explicit _response to this 
iuformation. 

Exhibit l 6: E -rnnil from to BH A - September 8 202 I 

B . On -the tmnsfer of the fnods .in question specifically lo the a udited 
Program 

- does not 11se a specific b3uk '<!Cc;ount for e.~dl project, bnt worl:;s ·with a c,1-sh 
pooling srs tem. 

Tius has ah n1ys b een. the case and is Dot in coatrndktion wit.h BHA guidelines_ 
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Bet1vee11 Angusr 2021, ,vhe11 tlle ba.ukillg system collapsed ill Afgiuulist~ and 
Octobe1 2023, w1,eu il becmne po,:s-ible lo 1eve:1t to the usn:11 b:mk.iug system, -
was using l\ITAs as it was the only option to send funds to the fields. 

It was not possibl~ to traui.{er cash project by project. 

The- system of cash pooling fo1. treasUL\' applied the same logic duriug mis paiod. 

Tue tHu1s:fers to a mission m:e not c:o,unecteu to a specific progrnm, as -
analytical acco11Uting system allow-s to track all dooox pavmeuts and all expenses 
relared to d1e siune project. 

i\lso. the tJ,IT,"1 fees an>. charged on a fair shared ~llocation among the on-going 
prnjeccs, while - ontrols thac transfE-r fees chargtsu on a speciric progiam are in 
line witll the perf'f-JJ.tnge agreed with the 1 LTA 

As mentioned ju - fina1.cial report for this. grant, '7 l 45K$ (direct costs) haye 
been spent on lhe field, those espeuditures being done following HQ h.ausfers 
applyiug a~% commi&sion on MTA d11,:ing thi~ specific period in whid1 tl1e grant 
has been achif.'\7 e<:l, with no bank available. 

Cons.ideriug the :i¼ 1-.ITA fees applied 011 transfers, a maxi.mum of 3:i7 k$ shonlcl 
have been chacged to the grant, which is the case as only 311 k$ bank fees have 
en,nt:u,tlly been charged on the at1dited Program, 

TI1etefore, .acc:o1clingto_,m1ciples, this thn:shoJd has beeu followt!d-up with a 
fair cost cha rged on this .BfL·\ progrnm. 

It is noted that - teYerted to using the rngufar l>aoking $)'Stem ruid b,u1ki11g 
ttansfers as sool.l as it becamP possible, .in October 2023. 

- - it ir. nKalled rh>J.t Coru:acl rrused the same is,mes il1 jt;; precede.i.1t audit of 

Howe,;e1., after - ":.-.-phmati011s, Comae! did not declare these cos ts 
uosnpported. 

It is d1e same l\ ITA that was coottacted by- or the two programs, ancl for the 
same sec1uity .reasons the compa1ison grid was also not nrchived by-

- asks Conrod to be consiste n t '\\<'ith its pre-vious decision and lo dechlre 
tb.e same costs supported as well. 

~ tresses that changing decisions when £acts are the same conld breach 
the univenml prfociple of right to a fair notice ("securi.te j,uinique" in 
European countries). 
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IU. On the Finding 2024-03. under which, according to Conrad, . 
insnfficientlymonitore.d its sub-awardees 

Please fiud enclosed 
ru.1de,:- th,s fu1ding_ 

aod - Lesponses to the issues raised 

fuib.imLl1:..- t est>oi1S es ro Fii1diug2Q24dU 
Exhibit 1S~ ~ing2024-03 

IV. On the Fi nding 2024-04, m1derwhich, according lo Conrad, navel 
costs charged to the Progmm were nol sufficiently S1.1ru;>orted 

OJJ 17 instances, the a.udirors fouurl thM 110 official trnYel ex_peuse fo rms- were 
provided, although- Afghanistan Human Resources (HR) Policy rnqui.res that 
sncb founs be ti.lied out prior to a trip, 

There seems to be a coniusiou related lo the different stat11s of PUI's emplo1rees. 

• ~ lwlistm1 HR Poiic\' 

~ fghrutistan HR Policy stlltes, i.nits a.ttide Ll.2 - Scope of applicauon: 

I "The Human Re5ources Policy apply lo all 
locallv recrnited employees''. 

1l1e same Policy states rh2c: 

'Tbe emplf(yee '"l!l l>e teqµiro,t to rMrf11ct r/titie~· 01ttsirfe ef his/ het d11!)r statiori. o.r sptcfjieil 
i11 his/ her e11lj)l'!)'111mi to1Ilmcl and/ orjob d;,.mipticn. 

Irr tbis regnrd, _ _ '1/3hn11islnt1 shall co1w !be fal/011111,g expemes. ns n,q;· be needed: 
Food (breakfrut. /un(b 1111d/ or din11f-r) 

Trnf/spormtion 

Acro111111odation 
1\lahmm tosts 

The request must be do,,e filling ,i, the Am,e.x 7 p.-ior lo mn/eir,g lhe /.rip!' 
11 

In od1e.r words, the ofticial ln.vel request form must be filkd for work reL1 ted 
mwel~ within Afghanistan. Imemacional travels fa lls under a tliffeienl procedure 
called the Expatriates Gui.de. 
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~ xpatriate G1,ude ~pplies to exp~triate st.1ft: 1
"' 

In Section 1.3 .. 3 - Trnvelliug, the G11.ide smtes: 

"' - Trn11el home / HQ / missio11 / HQ/ homl! 
( ... ) 

TJ,e t1srocit1tio11 t1Jro covers all the travel expenses from HQ/home (for 
expatriates who do uot p,us k>' r/QJ to the assigned mirsinn ku:ntion and 
vice verst1 for the return. These• e.vpenses fire in lheory subject to ll direct 
purd111se ~v the association, r,r orcasio1111lf1• to 1111 <1dt•anre to jtistijj Qr ;.xpmse report, 
to ,-,.imlm1:re. This i11d11rler: 
o Tm1u,t101tt1tiM bet11·m1 home/HQ a11d tht immurtio11a/ aipo1t qf depa1111re/ nrriwL 
and to !he base. Thi, 
i11rlt1rle•· tn>.i 1-ostJ. 
o Ro1111d trip/fight li,l:et far Iii,, rmiglfed ro1111t')', i11dt1diJ1,g .1rcolldmyjligh1(,) i11 m.<I' the 
ns.rigm11e11t re;gio11 is 11ot dim:tf)r ,m·ed. ., 

Section 1.3. 5 - Oo Holiclav of the same Guide stares: 

'The ot-gaJ1iz.a tion rovers a return tirket to the e.xpatriate's country of 
,·esidem;e after 6, 12, 18, 24 1110J1!h-, ek of 11S.sig11111mt !1//ll mu/er t/Je ,011di!itJ/I tbm the 
txpatriale ag.rw.; t.o ron;i,1.we her/ his 11,ork for a t1hiim11m t/;1 ratio11 .of 2 additio11.t1I 111011/}u~ 

( ... ) 

The OIJ!,a11isatiu11 tove1;r i11 tbiJ sit11atio11: 
o fottr11ati0Mlj!igh1(IJ t.o/jr0111 the JJ1tematiot1al nipolt of the to1111t~'i of midN1u1 

IJ Se,wu'fa!)' lm11s,DMoliut1 to.rls lo/jio111 the ai,po11/ home 
a 1 'i.ra cost., r111rl pote11d11/ t11xe1 . • , 

Hl:'J1ce, U1e travels to and from tl1e nmsion Iocatiou br expatriate staff -including 
befo(e or after holidays - does 11or reqnire to fill in an official travel request form. 

Instead, ui ~et?,tl, th.ese expenses; are subject to a direct purchase by- mean.tng 
che HR sniff manages tl1e flight litke ts . 

Exhibir 20: faq11fri.ote Guide 

J\pplicatiou to the am1ited P1o_grrun 

A simple peek to tl1e Table of Preliminary issues 11.s of Febmaiy 6, 2024 show that 
8 .instauces cout:tins d1e name of j11tem11tional au.lines, 3 i.nslauces conmi.n 1mmes 
of well-ki1owu international .i ii.ports (i\Iadrid, D oha, ... ). 
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TI,e other contains either the month of travel (ex:: T-12,Jaumuy and l\L-u:ch), and a 
3-month tran,l doe,;; usuo.Jly imply ,,acatio115, or the mention "R.t'\JR"_ 

In addition, if the a1iditocs compare the Cl3-cne of the travelers in question with the 
staff list p10\-icled b_v- they will find that - t'l'.cepl fo1 2 instances - all the 
quastloned travels a,rE h:a,els ornde- by exp~ttiate or HQ staff. 

~ ons are (HR O fficer t'or Afghanistan) and 
--(P:rogram officet fo1 Afghanistan) , who a1e 1:1ot on the emploree list, 
but are HQ staff declic;ated ,o Afghanist<'IJ1. As snd1, no travel request form had to 
be filled 01.1t eilhe1. 

Exhibit 71: Emplqp:e L1t - - missionmAfgh;u1isra11 

Tbe_refore, there is uo rlonbt that these .instanres are related to .intemational trn;v<?J;; 
and do not r:eqau:e an official travel request form ? rior to thr tta,-eL because as 
ex.pl:uned above,IIIIIIHQ is directly buying rhe. tickets. 

The 17 instances identified by the auditors where no official travel request fonn 
was prnvided all reb te to the tmvels of expatriate s~ff. 

ln coo sequ euce, ,n these 17 in.stances, no travel forms bad lo be filled out 
per policie.s. 
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V. On the Finding 2024-05, u nder which, according to Conrad, 
iuelib>ible costs were <Jh,uged to 1111;: Program 

On l instance, Conrad found t.l:mtll-luuged twice the same o:ansaction to the 
general ledger (duplicate wmsaaion)- . 

However, these are not duplicate transactions. 

On Septembet 5, 2019, - igned a lease agree>.meot for two arljoiui.llg tmilrliJJ@I, 
- of 27 moms. The contract was signed wili1 

One building wa.& cledi<:aced lo U1e guest house, the otLei on e lo tile oifice. 

At the begiluiing of 2020, Pl 'I decidecl to separate the g11esl house from the office. 

Tiiat is wh r, on Febrnru.")' 20, 2020, PUI signed a new kase agreemicnt fo1 only one 
of the b11ildiogs, composed of 'IS rooms. 

Tue coul.tact was sigued with 

1l1is new 1111d sep,uate lem.e agreement c01.responds to the 1e11ting oi the sole 
gues!honse. 

Rtltiuit 23: Le.use Agieen,eut - ,20 Fel.,rn«9' 2020 

There are two different lease agreements - one corresponding toa.loffice 
- 0-27), the other one lo - guesthouse (ins tance 0 -28), in 

Tue two H'tll~, cones pondiug to two <li£ferful !easf agi.eemeuto, ate prud sep,uately. 

However, tlw Afghaui Minist1y of Finauce issued onlv one U-t..X cru.1 for d1e two 
buildings, for the months of !\larch and April 2022. 

1lrnt is why the taxes - corresponding to the snm of the taxes related both to the 
office mid the guest house - were paid 61· oue singie pavment. 

Also, tfa, ta.,es due for the month of March 2022 were paid on April 26, 2022 - on 
r.be same day as the ta:se:-. cine foe the mo orb of Apa.I 2022 were paid. 

Esbibit 24: '.r~..fuJJ.d.s u~osiet detail ap,d srate1nCAt..oti.c.c.ount for i\farcl,12022 
E"illimt.~ttan~fct..detailand...s:t3I~tlle11, of acrmmt.=fi:u .. April.2.Ql2 
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In conclusion, fhe two instances are not duplicate transactions - one 
corresponds co the ~etll payment for ..,flice, tl1e olhet oue to
gnest house, in- AE, snch, they :u~ perfo.ctly eligible cos1s. 
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VI. On the Finding 2024-06. uncle,: which, according lo Conrad. 
inconsistent foreign exchange .rates were used to incur c,osts billed 
t o USAJD 

U11cler this finding, the auditors rep roached two different things to- rehlted to 
dle calculation of the rnomluy a1renge 1ate (A) and cuu ency conv-e1sious (B}. 

As a preliminary rernark, rhe ver:y specific aud difficult conte.'lt iu which Ehe mission 
and transactions listed below were cau ied ont tnU'it be recn.lled, as was detailed in 
pa1t II. above. 

A. Ou 1he calculation of the monthly iweragerate 

In 2 instances, according to the auclitocs, . 1sed an average exchange rate but 
did not maincaiu sufficient tlocurnentati.on ro sh0w how d1e mouthly 1.'ll.te was 
c.ilcnla tecL 

~ s,ag1ees with this finding fo1 the follo,ving 1.ea.sons. 

- caknlat.ion method is ertens.i,,ely doc1m1ented i.n the following, already 
provided to thE>. an<litors: 

PUI's E1{Clliltlge R11res Caln1fation P10cedm:e (l p11ges); 
Tutonal for exchange Rates Calmlatioo. 

E--tllibit 26: - Eschange &ttes Calculation Procetlnre 
E.shibit 27: Tncoi.ial io£ Exchru1ge R,t~ Calculation 

o·\ccocclit1g to th.is method, the process of calc11.lati11g the momhly exchange cHes if 
cu1iecl out l.,y the Fiuancia! ruid .Acln:tinist1alive Coordi.nato1 (FAC), which is then 
chocked al headqrnuteis. 

To be ::ts acou;ate as possible. tbe F.AC uses 3 different refeceuces to obtain the 
mo11_i:hly exchange rate: 

OANDA
DAB. l, 

Tiiat is whi-· if the auditors n~e the InfoEnro monthly rnte, they will not find the 
same rate a• vhen it 11sed its sofi:wa.re. 

However, chac does uor me.au the exchange rate. used by. canuor be verified or 
i:ecakulated - it does simply memn tha t the 3 abo'v-e-meunoned references have to 
be t-,1ke;1 into ~cconnt when recalc11lat.ing the rnte. 

lil this specific instance, the two questioned trausactious occuued on February 16, 
2022 24 . 

.!"J Accessible 1 
::D Ato-ssi.blC" -»::o,.~'f>0'>'1 
~, P-20 ,_.,cl p . 
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..,roYic1ed the aoditors with a sneenshot of fhe 11111 sofrwru:e sbo:-1':ft.J&. 
February 2U22's monthly 11vemge exchauge rnte USD / .-\FN, as well as the exd1at1s-c 
iate calculation file fo1 Febnia1y 2022. • 

Exhibit 2S· P..hma,;y 2022 exr.hw,,e miJ: $q;e,;nsh 
Exhihit 29· Feba1..1cy 2021 exc;Jw,ge rate Cnlculation tile 

It theTefore appears th.lt ~ xpUcitly documented aJ1d showed how the 
.average exchange rnte was determined and calculated - rate that c<111 be 
recalr.ufated if nsiJ-,g the same 3 .references. 

It must be meutio11ed that - calculation of the mouth~• a, chauge rates has 
ueve1 been questioned by any aµditor, bv SIG.'\R or by- USAID. 

B. Ou <'llrrency couversions 

TI1e auditms alleged tl1at in 5 instances, the cos ts i.i1e ,ured were invoiced in 11.S. 
dollars (USD) aud cortve1ted to AFN fo1 paymetlt. usittg a dailv e..".chauge iate. 
\\?hen these cosg were entered i11to the general ledger, the paymeutamouut in :\FN 
w~s rhen converted h~.-k to 1JSD nsing a monthly exdunge rnre. TI,is wonlrl h~ve 
r~s,i,u~e<l in,:t..Ll .Q:tre:ril'w1,t:~ of costs as the cost it1ctirred to the Program shonld hnye 
beeu t !JP. uio aroo1,l....:li-.ced 011 the original invoice. 

- disagrees with this analysis. 

JJ.1deed, on '.\Jovembe:r 2, 202 1, the Tal.ilnn. anuom1ced a complete ban on the use 
of foreign etu-rency- ii1 .\fghamsta.n. c; 

In othe1: words, the Taliban banned using l."SD as a cU1Ien9· in Afghanistan for all 
Lra.11S9ctions-. Tbei._efo,e, everything in ,<\ fgh:111ista11 had to be paid iu .~ . 

Dne to the high int1ation and the extreme volatility of the local currency, it ·was 
impossible to set a price in AFK for tram,tction!;, not to me11ti011 the fact th11t 
suppliers a,Jd service provide1s refused it. 

TI1e g u.ick devalua.tion of the local c,m ency made it impossible to ti., a pcice in AFN 
for mo-1.e than a few days- ot weeks. This situation made it also impos.sible to do 
market aualysis and bids in AFN, llS the offered price would be val.id o nly tor a " el:)' 

shoit tin1<:. In this regru:d, specific supplies and works ,1re per thei.t; natrue paid in 
iDstalLneut aucl cleloyed io time. 

In these circnmstauces, the price wits negotiated in l:SD, 1<ncl then paid .Ll.11\.fl',i 
accordi.i1g to the daily USD / AFN excruwge 11lte. 
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Hence, the amon-ot in USD li sted in the original invoice is not the aO\onnt 
paid, but l11e basis for the calculation for rl1e actual amouni lo be paid in 
AFN. 

The transaction iu AFN was then com•erted m USD using the nsualmootb.ly 
exchange rate. 

Given the very specific context rec~1lled in part Il. Hoove,. had no other 
cb.oice but ro proceed thi.s way io order to continue the vital aid it was. 
providing to local populations rute.r the fall of Kabul. 

'I11ese ate tlle r.ibsel'.\•atious made by - allowing Coruad's draft 1ep01t undE:i the
p(esent Progi:arn. 

\'{'e ask yon to take these.into acc:oum, a.u<l to nedare allquestlooedco,.ts supported, 
eligible and a llow1lble 

Tiuuk y-on in adv:rnce for yonr attemioo. 

Faith.tiillyyonrs, 
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Exhibit 24: Tax call. fuuds trnns te1. detail and s tatement of account - i<n 1'-fa1·ch 
2 0 22 

Exhibit 25: T ax call, fuud s transfer detail aud statement o:f acco"L..nt - t:or April 2022 

Exhibit 26: - E.xchange Rates C:tlculatiou Procedure 

E.xlub.it 27: Tutorial for Excl:u ,.nge R ates Cslculatiqn 
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(Continued) 
- 81 -

.32 



APPENDIX 8 

Financial Audit of the Special Pur ose Financial Statement for 
Grant A reement No. 

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

Auditor's Rebuttal to - Responses to Audit Findings 

~eed with Finding 2024-01, 2024-02, 2024-03, 2024-04, 2024-05 
an - . u I or s re u a o- 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 i:>rovided by- during = after fieldwork. For example, the latest preliminary issues provided to■ on 02.~024 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 • on 02.08.2024. 
Howeve~ support provided was reviewed prior to our conclusion on the 'fflrnings and drafting 
of the report. 

(1) Finding 2024-01 

I 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 t~al 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 
~ 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 
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Financial Audit of the Special Pur ose Financial Statement for 
Grant A reement 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 clai~ 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 provide a breakdown of the allocation for the $625,000 air charter purchase. However, 
did not provide invoices of the medical equipment purchased and transported on the air 

rter 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 thedifferent projects stated in the allocation breakdown. 

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 - mentioned, - allocation method based on budget 
estimates was developed in 2013. 2~ 200 was publislied 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 
'l'!'IT'As to transfer cash from headquarters to Kabul. Due to the Taliban takeover in Afghanistan, 
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Financial Audit of the Special Pur ose Financial Statement for 
Grant A reement No. 

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

Auditor's Rebuttal to - Responses to Audit Findings 

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, -
performed the comparative bidding analysis but did not archive the comparison grid to protectthe 
identities of the MT As. Apart from archiving the comparison grids, all other steps necessary for 
comparative bidding analysis were made by • . 

In addition,• disputed the transfer of funds relating to the audited Program. Moes not use 
a specific b~ account for each project but works with a cash pooling system. analytical 
accounting system allows them to track all donor payments and all expenses rela e o the same 
project. 

Auditor's Rebuttal: 
- 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 MT As were related solely to the Program under audit. Due to the reasons stated, our finding 
and recommendation remain unchanged. 

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

Auditor's Rebuttal: 
The find in.nd recommendations are related to controls surrounding - monitoring of sub 
awardees did not provide any management response to these aspects of the finding and 
recommen a ,on. The responses to each questioned transaction by the sub awardee does not 
address the find ing 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 unc~ed. 

(4) Finding 2024-04 
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Auditor's Rebuttal to - Responses to Audit Findings 

- stated that official travel request forms must be fi led for work related to travels within 
~anistan 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 tliese 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 inltrare-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 

I stated that the two transactions charged to the Program under other direct costs are not 
plicate transactions. The transactions are for two (2) different lease agreements; one 

corresponding tollll office and the other for- guest house in . The two (2) rents, 
corresponding to two1'.2) different lease agreements, are paid separa e y aid 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 

, OAN DA, and Da Afghanistan Bank. -stated that a screenshot of the_ 
are s owing ebruary 2022's monthly average exchange rate was provided. 

In addition, - disagrees with the finding regarding currency conversion in instances where costs 
were invoicecTin U.S. dollars (USO), converted to AFN for payment using a daily exchange rate, 
and converted back to USO 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. 
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Auditor's Rebuttal to -Responses to Audit Findings 

Auditor's Rebuttal: 

APPENDIX 8 

- provided links t~, OANDA, a-d Da Af hanistan Bank, however, we were 
notable to locate the~e rate from . As such, we were unable 
to confirm if the average rate used was correct. Due o e ac o support for the exchange rate 
source, we used the monthly exchange rate from lnforEuro 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 fromlnforEuro. 

Regariin currency conversion issue for costs invoiced in USO, the issue here is directly related 
to wha charged to the US government. If the invoices were stated in USO, then the amount 
charge o he US government should be the USO amount. The internal conversion done by-, 
and any gain or loss from the conversion, were not applicable to these transactions in quesm. 
Due to the reasons stated, our finding and recommendation remain unchanged. 
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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 conduct ing independent and Objective 

audits. inspections. and investigations on the use of taxpayer dollars 
and related funds. SIGAR works to provide accurate and balanced 

informat ion. evaluations. analysis. and recommendations to help t he 
U.S. Congress. U.S. agencies. and other decision-makers to make 
informed oversight. policy, and funding decisions to: 

• improve effectiveness of the overall reconstruct ion strategy 
and its component programs: 

• improve management and accountability over f unds 
administered by U.S. and Afghan agencies and their 

contractors: 

• improve cont racting and cont ract management processes: 

• prevent fraud. waste. and abuse: and 

• 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. test imonies. 
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: 

• Web: www.sigar.mil/fraud 

• Email: sigar.pentagon.inv.mbx.hotline@mail.mil 

• Phone International: +1-866-329-8893 

• Phone DSN Internat ional: 312-664-0378 

• U.S. fax: +1-703-601-4065 

Public Affairs Officer 

• Phone: 703-545-597 4 

• Email: sigar.pentagon.ccr.mbx.public-affairs@mail.mil 

• Mail: SIGAR Public Affairs 
2530 Crystal Drive 
Arlington. VA 22202 




