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WHAT THE AUDIT REVIEWED

On July 9. 2020 the U.S. Agency for International
Development (USAID) awarded a cooperative
agreement to Management Sciences for Health Inc.
(MSH) to implement the Assistance for Families and
Indigent Afghans to Thrive (AFIAT) program. The
purpose of AFIAT is to improve health outcomes for
women of childbearing age and preschool-aged
children in the rural and peri-urban regions of
Afghanistan’s 34 provinces. The cooperative
agreement was for $117 000,000 with a
performance period of July 10, 2020, to July 9,
2025_ USAID modified the cooperative agreement
eight times. The modifications did not change the
agreement amount or end date.

SIGAR's financial audit. performed by Conrad LLP
{Conrad) reviewed $31 582 464 in costs charged to
the cooperative agreement including $23.173 in
cost share from August 1, 2021 through July 31,
2023_The objectives of the audit were fo (1) identify
and report on material weaknesses or significant
deficiencies in MSH's internal controls related to the
cooperative agreement; (2) identify and report on
instances of material noncompliance with the terms
of the cooperative agreement and applicable laws
and regulations, including any potential fraud or
abuse; (3) determine and report on whether MSH
has taken corrective action on prior findings and
recommendations; and (4) express an opinion on
the fair presentation of MSH's 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.
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WHAT SIGAR FOUND

Conrad identified three significant deficiencies in MSH’s internal
controls and three occurrences of noncompliance with the terms
of the cooperative agreement or applicable regulations. For
example, Conrad noted one instance when an undetected clerical
error resulted in $11.751 of ineligible costs charged to the AFIAT
program. MSH concurs with Conrad’s finding and has agreed to
credit the AFIAT program this amount. The audit also showed that
MSH overpaid a vendor supplying vehicle rental services.

Because of the deficiencies in internal controls and instances of
noncompliance noted above, Conrad identified a total of $44.280
in questioned costs, consisting of $15.241 in ineligible costs—
costs prohibited by the agreement or applicable laws and
regulations, and $29,039 in unsupported costs—costs not
supported with adequate documentation or did not have the
required prior approvals.

Cost Category Ineligible Unsupported nggttiz:led
Costs
Direct Costs $12,288 $24.001 $36.289
Indirect Costs $ 2,953 $ 5.038 $7.991
Total Costs $15,241 $29,039 $44,280

Conrad identified two prior audit reports relevant to its audit of
the AFIAT cooperative agreement. The two reports had four
findings and accompanying recommendations. Conrad conducted
follow-up procedures and concluded MSH has not taken
adequate corrective action on one of the four findings as it was a
repeat finding under this audit.

Conrad issued an unmodified opinion on MSH’s SPFS. Conrad
noted it presented fairly, in all material respects, revenues
received and costs incurred for the period audited.

WHAT SIGAR RECOMMENDS

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

1. Determine the allowability and recovery of, as
appropriate, the $44,280 in questioned costs identified
in this report.

2. Advise MSH to address the report’s three intermal
control findings.

3. Advise MSH to address the report’s three
noncompliance findings.

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



December 18, 2024

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

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

We contracted with Conrad LLP (Conrad) to audit the costs incurred by Management Sciences for Health Inc.
(MSH) under a cooperative agreement issued by the U.S. Agency for International Development (USAID) in support
of its Assistance for Families and Indigent Afghans to Thrive (AFIAT) program.1 The purpose of the AFIAT program
is to improve health outcomes of women of childbearing age and pre-school-aged children in rural and peri-urban
regions of Afghanistan’s 34 provinces. Conrad reviewed $31,582,464 in costs charged to the cooperative
agreement including $23,173 in cost share from August 1, 2021, through July 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 the responsible agreement officer at USAID:

1. Determine the allowability and recovery of, as appropriate, the $44,280 in questioned costs identified in
this report.

2. Advise MSH to address the report’s three internal control findings.
3. Advise MSH to address the report’s three 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 MSH’s Special Purpose Financial Statement, 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 November 21, 2024, and the conclusions expressed therein. However, our
review disclosed no instances in which Conrad did not comply, in all material respects, with U.S. generally
accepted government auditing standards issued by the Comptroller General of the United States.

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

John F. Sopko

Special Inspector General
for Afghanistan Reconstruction

(F-291)

1 The cooperative agreement No.72030620CA00006.
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November 21, 2024

Board of Directors
Management Sciences for Health
Arlington, Virgina

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

Conrad LLP (Conrad or we) hereby provides to you our final report, which reflects results from the
procedures we completed during our audit of Management Sciences for Health’'s Special Purpose
Financial Statement under Cooperative Agreement No. 72030620CA00006 awarded by the United States
Agency for International Development for the period of August 1, 2021 through July 31, 2023, supporting the
Assistance for Families and Indigent Afghans to Thrive.

On October 8, 2024, we provided SIGAR with a draft report reflecting our audit procedures and results.
Management Sciences for Health (MSH) received a copy of the report on October 28, 2024 and provided
written responses subsequent thereto. These responses have been considered in the formation of the
final report, along with the written and oral feedback provided by SIGAR and Management Sciences for
Health’s responses and our corresponding auditor analysis are incorporated into this report following our
audit reports.

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

Sincerely,

Sam Perera, CPA, CFE, CITP, CGMA
Partner



Management Sciences for Health, Inc.

Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

Background

On July 9, 2020, the United States Agency for International Development (USAID) awarded Cooperative
Agreement No. 72030620CA00006 (Cooperative Agreement) to Management Sciences for Health, Inc.
(MSH), in support of the activity entitled “Assistance for Families and Indigent Afghans to Thrive” (AFIAT)
formerly named as “National Health Technical Assistance Program” (NHTAP).

The purpose of the Cooperative Agreement was to improve health outcomes among the Afghan people,
particularly women of childbearing age and pre-school children in rural and peri-urban parts of the 34
Sehatmandi supported provinces. MSH was to offer an evidence-based, people-focused, systems
thinking approach to achieve the following objectives:

+ Improving the quality of primary and secondary health and nutrition services in targeted rural
areas.

« Increasing access to high-impact and evidence-based health and nutrition services.

« Enhancing adoption of optimal health and nutrition behaviors by communities and households.

« Strengthening GOA commitment and capacity to plan, finance and manage the health system in
both the public and private sectors.

As detailed in the Summary of Cooperative Agreement below, the period of performance was July 10,

2020 through July 9, 2025, with a total estimated USAID award amount of $117,000,000. The agreement
has been modified eight times, and the total award amount and period of performance remain unchanged.

Summary of Award

Original Budget and Period of Modified Budget and Period of
Performance Performance
Cooperative Einal
AEEHEHT Rl Ag”?é::' d Start End No. of Approved End
P Date Date Modifications  Budget Date
Budget ($) )
72030620CA00006 $117,000,000 07/10/20 07/09/25 8 No No

change change

MSH is a global health nonprofit organization based in Arlington, Virginia. It was founded in 1971, and
has expertise in strengthening health systems, COVID-19 prevention and control, and other health
related programs. Currently, MSH has offices in over 50 countries, and experience working at the
community, district, regional and federal levels, in over 150 countries.



Management Sciences for Health, Inc.

Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

Work Performed

Conrad LLP (Conrad) was engaged by the Office of the Special Inspector General for Afghanistan
Reconstruction (SIGAR) to conduct a financial audit of the Cooperative Agreement, as mentioned above,
of MSH’s Special Purpose Financial Statement (SPFS) for revenue received and costs incurred under
the Cooperative Agreement totaling $31,582,464 including $23,173 cost share for the period August 1,
2021 through July 31, 2023.

Objectives, Scope, and Methodology

Audit Objectives

The objectives of the audit of the aforementioned Cooperative Agreement include the following:

Scope

Special Purpose Financial Statement — Express an opinion on whether MSH’s SPFS for the
Cooperative 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 Cooperative Agreement and generally accepted accounting
principles or other comprehensive basis of accounting.

Internal Controls — Evaluate and obtain sufficient understanding of MSH's internal controls related
to the Cooperative Agreement, assess control risk, and identify and report on significant deficiencies
including material internal control weaknesses.

Compliance — Perform tests to determine whether MSH complied, in all material respects, with
the Cooperative Agreement requirements and applicable laws and regulations; and identify and
report on instances of material honcompliance with terms of the Cooperative 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
MSH 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.

The scope of this audit included all costs incurred during the period of August 1, 2021 through July 31,
2023, totaling $31,582,464 including $23,173 cost share, under the Cooperative Agreement. Our testing
of the indirect cost charged to the Cooperative 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.

(Continued)
2.



Management Sciences for Health, Inc.
Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

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 March 5, 2024, with representatives of MSH, Conrad, SIGAR, and
USAID patrticipating via conference call. The purpose of the entrance conference was to discuss the
nature, timing, and extent of 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 MSH. The scope of our audit includes MSH’s management and
employees, internal and external factors that affected operations, accounting policies and
procedures. We gained an understanding of MSH through interviews, observations, and reading
policies and procedure manuals. We interviewed top management and employees responsible
for significant functions and/or programs. In addition, we reviewed the following:

o Cooperative Agreement and modifications;

0 Any regulations that were specific to the agreement’s requirements, such as 2 CFR 200
Subpart E Cost Principles, 2 CFR 700 Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards, USAID Automated Directives
System (ADS) Chapter 303, Grants and Cooperative Agreements to Non-Government
Organizations;

o Audited financial statements; and

0 Previous SIGAR and USAID financial audit reports

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 were properly
recorded.

Special Purpose Financial Statement

In reviewing the SPFS, we performed the following:

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

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

(Continued)
-3-



Management Sciences for Health, Inc.

Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

e Traced receipt of funds to the accounting records;

e Sampled and tested the costs incurred to ensure the costs were allowable, reasonable, and
allocable to the Cooperative Agreement;

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

¢ Recalculated the indirect cost using the approved provisional negotiated indirect cost rates to
ensure that the rate was accurately applied.

Internal Controls Related to the Cooperative Agreement

We reviewed MSH'’s internal controls related to the Cooperative Agreement to gain an understanding of
the implemented system of internal control to obtain reasonable assurance of MSH’s financial reporting
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 Cooperative Agreement Requirements and Applicable Laws and Regulations

We performed tests to determine whether MSH complied, in all material respects, with the Cooperative
Agreement requirements, 2 CFR 200, 2 CFR 700, ADS 303, and any other applicable laws and
regulations. We also identified and reported on instances of material noncompliance with terms of the
Cooperative 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 from MSH and reviewed these reports to determine if there were any
findings and recommendations that could have a material effect on MSH’s SPFS. In addition, we also
conducted a search online of various governmental websites including SIGAR (www.sigar.mil), USAID
(www.usaid.gov), and other applicable Federal agencies, to identify previous engagements that could
have a material effect on MSH’s SPFS. For those engagements, Conrad evaluated the adequacy of
corrective actions taken on findings and recommendations that could have a material effect on the SPFS.
See the Status of Prior Audit Findings section on page 29.

Exit Conference

An exit conference was held on September 25, 2024, via conference call. Participants included
representatives from Conrad, MSH, SIGAR, and USAID. During the exit conference, we discussed the
preliminary results of the audit and reporting process.

(Continued)
-4 -



Management Sciences for Health, Inc.

Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

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 an unmodified opinion on the fairness of the presentation of the SPFS.

We identified $44,280 in total questioned costs, which comprised $15,241 in ineligible costs and $29,039
in unsupported costs. Ineligible costs are explicitly questioned because they are unreasonable, prohibited
by the Cooperative Agreement’s provisions or applicable laws and regulations, or not related to the
Cooperative Agreement. Unsupported costs are not supported with adequate documentation or did not
have required prior approvals or authorizations.

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

Internal Controls

Our audit identified three (3) internal control findings. All three (3) internal control findings are considered
to be significant deficiencies. See Independent Auditor's Report on Internal Control on page 16.

Compliance

The results of our testing identified three (3) instances of noncompliance. See the Independent Auditor’s
Report on Compliance on page 18.

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. MSH self-disclosed five (5) instances of alleged fraud that could have
a potential impact on the Program and the SPFS. Based on further discussions with MSH and review of
the alleged incidences of fraud, an internal investigation into these allegations was conducted by MSH
and the results found that there was no monetary or material effect to the Cooperative Agreement or the
SPFS during the period under review. As such, there are no further communications warranting additional
consideration.

(Continued)
-5-



Management Sciences for Health, Inc.

Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

Finding Nature of Ineligible Unsupported Cumu_latwe
. Questioned
Number Finding Costs Costs
Cost
Non-
compliance Missing
and Internal
2024-01 Conitiol — Procurement 3 - $ 29,039 $ 29,039
i) Documentation
Significant
Deficiency
Non-
gﬁ?f rllltaerr]ggl Unallowable costs
2024-02 o6l — were charged to the $ 15,241 $ - $ 15,241
e Program.
Significant
Deficiency
Non -
compliance MSH overpaid a
and Internal vendor supplying
2024-03 | ~ontrol — vehicle rental 3 ) $ B $ )
Significant services by $5,521.
Deficiency
Total Questioned Costs | $ 15,241 $ 29,039 $ 44,280

Review of Prior Findings and Recommendations

We requested copies of prior audit reports and engagements from MSH, SIGAR, and USAID pertinent to
MSH'’s activities under the Cooperative Agreement. We identified two (2) prior audit reports that contained
four (4) findings and associated recommendations that could have a material effect on the SPFS or other
financial data significant to the audit objectives. We conducted follow-up procedures which included a
discussion with management, reviewing evidence of revised policies and procedures or other applicable
recommended actions, and performing tests of the similar areas surrounding these issues during our
audit. We concluded that MSH had taken adequate corrective action on three out of the four prior audit
findings and associated recommendations. Accordingly, MSH has not 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. See Status of Prior Audit Findings
on page 29 for a detailed description of the prior findings and recommendations.

(Continued)



Management Sciences for Health, Inc.

Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

Summary of MSH’s Responses to Findings

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

2024-01: MSH disagreed with the finding stating that 1) the Taliban’s uncoordinated takeover of the
government led to the collapse of the banking system in Afghanistan, forcing MSH to switch to new
money transfer agents; 2) their procurement team did perform and document their due diligence around
collecting and collating information of over ten Hawala merchants; 3) MSH participated in a joint working
group of USAID Implementing Partners investigating the use of Hawalas during the time period.

2024-02: MSH agreed with the finding.

2024-03: MSH agreed with the finding.

(Continued)
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INDEPENDENT AUDITOR’S REPORT
ON THE SPECIAL PURPOSE FINANCIAL STATEMENT

Board of Directors
Management Sciences for Health, Inc.
Arlington, Virgina

To the Office of the Special Inspector General for Afghanistan Reconstruction (SIGAR)
2530 Crystal Drive
Arlington, Virginia 22202

Report on the Special Purpose Financial Statement

We have audited the accompanying Special Purpose Financial Statement (Statement) and the
related notes to the Statement, of Management Sciences for Health, Inc. (MSH) with respect to
the Cooperative Agreement No. 72030620CA00006 (Cooperative Agreement) awarded by the
United States Agency for International Development (USAID) to support the Assistance for
Families and Indigent Afghans to Thrive (AFIAT) for the period of August 1, 2021 through July 31,
2023.

In our opinion, 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 July 31, 2023, in accordance with the terms of the Cooperative
Agreement and requirements provided by the Office of Special Inspector General for Afghanistan
Reconstruction (SIGAR).

Basis for Opinion

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

Basis of Presentation and Accounting

We draw attention to Note 2 and 3 to the Special Purpose Financial Statement, which describes
the basis of presentation and the basis of accounting. As described in Note 2 to the Special
Purpose Financial Statement, the statement is prepared by Management Sciences for Health,
Inc. on the basis of the requirements provided by USAID. 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 SIGAR. 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:

e 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.

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

e 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.

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
November 21, 2024 on our consideration of Management Sciences for Health, Inc.’s internal
control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, terms of the Cooperative Agreement, and other matters. The purpose of these reports

(Continued)
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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 Management Sciences for Health, Inc.’s
internal control over financial reporting and compliance.

Restriction on Use

This report is intended for the information of Management Sciences for Health, Inc., the United
States Agency for International Development, 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
November 21, 2024

(Continued)
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Management Sciences for Health, Inc.

Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development

in support of the Assistance for Families and Indigent Afghans to Thrive

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

Special Purpose Financial Statement

Questioned Costs

Budget Actual Ineligible Unsupported Total
Revenues:
Cooperative Agreement No.
72030620CA 00006 $117,000,000 $ 31,582,464 - - -

Total revenues 117,000,000 31,582,464 - - -
Costs incurred:

Salaries & Wages 31,222,978 12,110,650 - - -

Allowances 2,644,135 448,319 - - -

Fringe Benefits 2,325,789 152,190 - - -

Travel & Transportation 2,102,437 1,543,911 537 - 537

Equipment & Supplies 6,400,390 168,358 - - -

Subawards 29,581,537 1,818,521 - - -

Consultants 947,488 551,320 - - -

Other Direct Costs 13,022,070 5,011,430 11,751 24,001 35,752

Unbillable

Security Costs 4,398,940 2,607,172 - - -

Indirect Costs & G&A 24,354,236 7,170,593 2,953 5,038 7,991
Total Costs incurred $117,000,000 $31,582,464 $ 15,241 $ 29039 $ 44,280
Outstanding fund balance - - - - -

Cost Share $ 7285893 $ 23,173 - - -

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

Purpose Financial Statement

-11 -
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Management Sciences for Health, Inc.

Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

Notes to Special Purpose Financial Statement!

(1)

(2)

()

4)

()

Background

Management Sciences for Health, Inc. (MSH) was established in 1971 to support the
development and application of management concepts in the fields of public health and preventive
medicine throughout the world. The Organization has United States (U.S.) offices in
Massachusetts, and Virginia, and field offices in various developing countries.

On July 10, 2020, the United States Agency for International Development (USAID) awarded MSH
Cooperative Agreement No. 306-72030620CA000006. The Assistance for Families and Indigent
Afghans to Thrive (AFIAT) strives to improve the quality of primary and secondary health and
nutrition services in targeted rural areas; increase access to high-impact and evidence-based
health and nutrition services; enhance adoption of optimal health and nutrition behaviors by
communities and households; and strengthen the Government of the Islamic Emirate of
Afghanistan (IEM) commitment and capacity to plan, finance, and manage the health system in
both the public and private sectors.

Basis of Presentation

The accompanying Special Purpose Financial Statement (SPFS) presents revenue and expenses
incurred under the AFIAT program for the period August 1, 2021 through July 31, 2023. The
activity for the period July 10, 2020 through July 31, 2021 as previously reported is shown for
comparative purposes and contains costs incurred by MSH prior to the start date of the project
(July 10, 2020) which were approved by USAID for charging under the Agreement.

Basis of Accounting

Expenditures reported on the SPFS are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance,
wherein certain types of expenditures are not allowable or are limited as to reimbursement.

Foreign Currency Conversion Method

The U.S. dollar (USD) is considered to be the functional currency of the MSH’s operations,
including for the AFIAT program. Transactions in currencies other than USD have been translated
into USD at the applicable exchange rates. For revenue and expense items, translation is
performed monthly using the average rate for the month (per publicly available rates).

Revenue

In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) 2014-09, Revenue from Contracts with Customers (Topic 606 or ASC 606). Topic

1The Notes to the Special Purpose Financial Statement are the responsibility of MSH.
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Management Sciences for Health, Inc.

Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

Notes to Special Purpose Financial Statement!
(Continued)

(6)

(7)

(8)

9

606 provides a single comprehensive revenue recognition framework and supersedes existing
revenue recognition guidance. MSH adopted the standard for the period ended June 30, 2021
and applied the modified prospective method of adoption. Under the modified prospective
method, MSH revenues reported through June 30, 2021 recognized the cumulative effect of
applying the standard as to this fiscal period and applied to the Revenue reported on the SPFS.
Revenue reflected on the SFPS matches amounts reported on quarterly Federal Financial
Reports (Forms SF 425) without exception. Cash receipts from USAID totaled $31,582,464 for
the period of August 1, 2021 — July 31, 2023.

Costs Categories

The budget categories presented, and the associated actual expense amounts, match the budget
line items presented in the Cooperative Agreement. These categories include typical expense
groupings with one exception. Security costs are presented separately and can reflect labor,
fringe, and other categories. Security costs are determined to be those directly related to time
and expense needed to keep facilities, staff, and operations safe and secure in the Afghanistan
environment.

Cost Share

Cooperative Agreement No 306-72030620CA000006, signed by USAID and MSH, contains cost
share requirement of $2,340,000 over the life of the project activity. As of the end of the audit
period, July 31, 2023, MSH recorded $23,173 in cost share. However, the cost share requirement
is expected to be fulfilled prior to the project performance end date of July 9, 2025, in compliance
with the terms of the Cooperative Agreement and 2 CFR 200.306.

Balance

The balance presented on the SPFS represents the difference between revenues earned and
costs incurred such that an amount greater than $0 would reflect revenues have been earned that
exceed the costs incurred or charged to the Agreement and an amount less than $0 would indicate
that costs have been incurred but are pending additional evaluation before a final determination
of allowability and amount of revenue earned may be made.

Program Status

The AFIAT program started July 10, 2020 and has a five-year performance period, ending July 9,
2025.

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

(Continued)
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Management Sciences for Health, Inc.

Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

Notes to Special Purpose Financial Statement!
(Continued)

(10) Indirect Cost

MSH has an approved Indirect Cost Rate Agreement (NICRA) with the following provisional rates
applicable to the period of the SPFS:

On 06/10/2021 MSH received forgiveness for the Payroll Protection Program (“PPP”) loan and
allocated $372,376 to this award. The indirect cost reported on the SPFS is the net amount after
the PPP credit was applied.

(11) Subsegquent Events

MSH Management has performed an analysis of the activities and transactions subsequent to
July 31, 2023 as covered by the SPFS. This analysis was performed through 11/21/2024.

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

(Continued)
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Management Sciences for Health, Inc.
Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive
For the Period of August 1, 2021 through July 31, 2023

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

(A) Travel & Transportation

MSH reported a total of $1,543,911 for Travel & Transportation for the period of August 1, 2021
through July 31, 2023. During our audit of these costs, we noted one (1) instances where an
unallowable cost was charged to the program, which resulted in ineligible Travel & Transportation
costs of $537. See Finding No. 2024-02 in the Schedule of Findings and Questioned Costs section
of this report.

(B) Other Direct Costs

MSH reported a total of $5,011,430 for Other Direct Costs for the period of August 1, 2021, to July
31, 2023.

During our audit of these costs, we noted the following:

o Two (2) instances where MSH did not provide evidence of adequate procurement taking
place, resulting in unsupported costs of $24,001. See Finding No. 2024-01 in the Schedule
of Findings and Questioned Costs section of this report.

e One (1) instance where MSH charged an unallowable cost to the program, resulting in
ineligible costs of $11,751. See Finding No. 2024-02 in the Schedule of Findings and
Questioned Costs section of this report.

The issues identified above resulted in total ineligible Other Direct Costs of $11,751 and total
unsupported costs of $24,001.

(C) Indirect Costs

MSH reported a total of $7,170,593 for Indirect Costs for the period of August 1, 2021 through July
31, 2023.

The indirect costs associated with the questioned costs identified in Note A and Note B above
resulted in total unsupported indirect costs of $7,991.

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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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL

Board of Directors
Management Sciences for Health, Inc.
Arlington, Virgina

To the Office of the Special Inspector General for Afghanistan Reconstruction (SIGAR)
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 Auditing
Standards issued by the Comptroller General of the United States, by Management Sciences for
Health, Inc. (MSH) under Cooperative Agreement No. 72030620CA00006 (Cooperative
Agreement) in support of the Assistance for Families and Indigent Afghans to Thrive for the period
of August 1, 2021 through July 31, 2023. We have issued our report thereon dated November 21,
2024 with an unmodified 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 July 31, 2023, we considered Management Sciences for Health, Inc.’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinion on the Special
Purpose Financial Statement, but not for the purpose of expressing an opinion on the
effectiveness of Management Sciences for Health, Inc.’s internal control. Accordingly, we do not
express an opinion on the effectiveness of Management Sciences for Health, Inc.’s internal
control.

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. 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.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section 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 have not been identified.
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Given these limitations, during our audit we did not identify any deficiencies in internal control that
we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified. We identified three (3) deficiencies in internal control as described in the
accompanying Schedule of Findings and Questioned Costs. Findings 2024-01, 2024-02, and
2024-03 are considered to be significant deficiencies.

MSH’s Response to Findings

Management Sciences for Health, Inc.’s response to the findings identified in our audit is included
verbatim at the Appendix A. Management Sciences for Health, Inc.’s 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 Management Sciences
for Health, Inc.’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 Management Sciences for Health, Inc., the United
States Agency for International Development, 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 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
November 21, 2024

(Continued)
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INDEPENDENT AUDITOR’'S REPORT ON COMPLIANCE

Board of Directors
Management Sciences for Health, Inc.
Arlington, Virgina

To the Office of the Special Inspector General for Afghanistan Reconstruction (SIGAR)
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 Auditing
Standards issued by the Comptroller General of the United States, by Management Sciences for
Health, Inc. (MSH) under Cooperative Agreement No. 72030620CA00006 (Cooperative
Agreement) in support of the Assistance for Families and Indigent Afghans to Thrive for the period
of August 1, 2021 through July 31, 2023. We have issued our report thereon dated November 21,
2024 with an unmodified opinion.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Management Sciences for Health, Inc.’s
Special Purpose Financial Statement is free from material misstatement, we performed tests of
its compliance with certain provisions of laws, regulations, and the aforementioned Cooperative
Agreement, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed three (3) 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, and 2024-03.

Management Sciences for Health, Inc.’s Response to Findings

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of compliance, and the

results of that testing, and not to provide an opinion on compliance. This report is an integral part
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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 Management Sciences for Health, Inc., the United
States Agency for International Development, 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 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
November 21, 2024

(Continued)
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Management Sciences for Health, Inc.

Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

Schedule of Findings and Questioned Costs

Finding 2024-01: Missing procurement documentation

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

Condition: Conrad tested 58 samples out of 18,239 transactions in the Other Direct Cost category,
representing $1,231,959 out of a total of $5,011,430 to determine if costs incurred under the Cooperative
Agreement were allowable, reasonable, and adequately supported.

During our review, we noted two (2) instances where MSH did not provide procurement documentation
such as a request for quotation, comparative bid analysis, and vendor quotes to show that competitive
bidding was performed for a money service provider used. MSH stated that due to the emergency
situation in Afghanistan, the normal procurement procedures or non-competitive procedures were not
followed. MSH informed USAID that they would be using this vendor; however, the letter to USAID did
not mention that they would skip procurement procedures nor that the vendor would not be competitively
procured. This resulted in total questioned costs of $29,039.

Criteria:
MSH’s Procurement of Goods & Commercial Services Outside the U.S. procedures, states in part:
“Selecting Vendors Based on a Thorough Justification for Noncompetitive Procurement

The following process shall be completed by Authorized Purchasers when issuing a Purchase Order (PQ)
based on a thorough Justification for Noncompetitive Procurement:

1. Consider whether it is possible to revise the specifications and/or scope of work in a way that would
allow vendors to propose alternative products or solutions.

o [fyou feel that a noncompetitive procurement is truly the only option Complete questions #1-#10
of the JUSTIFICATION FOR NONCOMPETITIVE PROCUREMENT form. Lack of proper
planning is NEVER an acceptable justification for awarding a purchase without adequate
competition. Use of “unusual and compelling urgency” as the justification for awarding on a
noncompetitive basis is meant to be used in cases where there has been a natural or manmade
disaster, or major political/military disturbance, not when a project has failed to plan ahead...”

MSH Country Office Procurement Procedures, states in part:

“Procurement in Emergencies Thresholds
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Management Sciences for Health, Inc.

Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

Schedule of Findings and Questioned Costs (Continued)

1 | Below $3,000 - Direct Solicitations | Authorized 1 vendor No
from Vendors on the Purchaser
Approved Preferred
Vendor List

2 | $3,000 - $9,999 - Shopping from Authorized At least 3 No
Vendors on the Purchaser vendors
Approved Vendor list
- Restricted
Solicitations

3 [ $10,000 - $49,999 - Shopping from Authorized At least 3 Yes
Vendors on the Purchaser vendors
Approved Vendor list
- Restricted
Solicitations

4 | $50,000 - $99,999 - Shopping from Procurement | At least 5 Yes
Vendors on the Committee vendors
Approved Vendor list
- Restricted
Solicitations

5 | $100,000 and above - Shopping from Procurement | At least 5 Yes
Vendors on the Committee | vendors
Approved Vendor list
- Restricted
Solicitations

2 CFR 200.319 Competition, states in part:
“(a) All procurement transactions must be conducted in a manner providing full and open
competition consistent with the standards of this section. In order to ensure objective contractor
performance and eliminate unfair competitive advantage, contractors that develop or draft
specifications, requirements, statements of work, and invitations for bids or requests for proposals
must be excluded from competing for such procurements...

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...
(c)Be consistent with policies and procedures that apply uniformly to both federally financed and
other activities of the non-Federal entity...”

(Continued)
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Management Sciences for Health, Inc.

Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

Schedule of Findings and Questioned Costs (Continued)

Cause: MSH did not have adequate management oversight for ensuring either its normal procurement
procedures or noncompetitive procurement procedures were followed during emergency situations.

Effect: MSH may not have achieved the most advantageous price for the U.S. government resulting in
potential overpayment of program costs.

Questioned Costs: We identified $24,001 in unsupported costs and $5,038 in associated indirect costs,
which resulted in $29,039 in total costs questioned.

Recommendation:

(1) We recommend that MSH provide evidence demonstrating the money service provider was most
economical and competitive, or return $29,039 of unsupported costs.

(2) We recommend that MSH develop and implement adequate management oversight policies and
procedures to ensure normal procurement procedures or non-competitive procurement
procedures are followed during emergency situations.

(Continued)
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Management Sciences for Health, Inc.
Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

Schedule of Findings and Questioned Costs (Continued)

Finding 2024-02: Unallowable costs were charged to the Program

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

Condition: Conrad tested 58 samples out of 18,239 transactions in the Other Direct Cost category,
representing $1,231,959 out of a total $5,011,430, and 50 samples out of 3,997 transactions in the Travel
& Transportation category, representing $325,169 out of $1,543,911 to determine if costs incurred under
the Cooperative Agreement were allowable, reasonable, and adequately supported.

During our review, we noted two (2) instances where MSH charged unallowable costs to the Program as
follows:

One (1) instance in Travel where a fine was charged as a result of a work permit cancellation.
This resulted in questioned costs of $537.

One (1) instance in Other Direct Costs where MSH acknowledged that U.S. government was
overcharged due to a booking error made on an employee’s expense report. The amount of
$11.76 was recorded as $11,763.05. This resulted in total questioned costs of $11,751. MSH
performed an impact analysis on similar transactions and did not identify any other recording
errors.

This resulted in total ineligible costs of $12,288.

Criteria:

MSH Country Office Finance Procedures Manual, states in part:

“The US government as a matter of law and regulation will not reimburse contractors for certain
types of costs it may incur. This does not mean that an organization is not allowed to incur these
costs; it simply means the government is not willing to pay for them, either directly or indirectly,
through government contracts. To manage these expenses, MSH has separate accounts set up
in Costpoint to avoid charging them to contracts. These costs are generally referred to as
Unallowable Costs. Also, the government will not knowingly negotiate a contract based on cost
including any unallowable costs. Unallowable costs are prohibited from any billing, proposal or
claim. Also, penalties can be assessed for passing such costs onto the government. Costs can
be made unallowable by regulation (Office of Management and Budget (OMB) 2CFR 200 subpart
E), by statute or by contracting/grant officer decision.”

MSH Country Office Finance Procedures Manual, states in part:

“1.6.6. Monitoring and Oversight

(Continued)
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Management Sciences for Health, Inc.

Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

Schedule of Findings and Questioned Costs (Continued)

Ongoing evaluations, separate evaluations, or some combination of the two are used to ascertain
whether each of the five components of internal control, including controls to affect the principles
within each component, is present and functioning. Ongoing evaluations, built into business
processes at different levels of the entity, provide timely information. Separate evaluations,
conducted periodically, will vary in scope and frequency depending on assessment of risks,
effectiveness of ongoing evaluations, and other management considerations. Findings are
evaluated against criteria established by regulators, recognized standard-setting bodies or
management and deficiencies are communicated to management and the board of directors as
appropriate.
 Full disclosure includes sharing relevant and material information to management
at the HQ PDG (Program Delivery Group), CFO, HQ RMU, HQ Accounting as it
relates issues that materially impact the financial statements. This includes errors,
omissions, ineligible costs, potential litigation, penalties, fraudulent acts, legal
compliance breaches etc. The Project director and Finance lead should include these in
the MFR (Monthly Financial Report) under the disclosure section. This should also be
disclosed in the MSH Quarterly Certification reporting mechanism...”

2 CFR 200.441, Fines, penalties, damages and other settlements, states:
“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.”

2 CFR 200.302(b)(2), Financial Management, states in part:
“(b)The recipient's and subrecipient's financial management system must provide for...:
(2) Accurate, current, and complete disclosure of the financial results of each Federal award or
program...”

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, 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...
(c)Be consistent with policies and procedures that apply uniformly to both federally financed and
other activities of the non-Federal entity...”

(Continued)
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Management Sciences for Health, Inc.

Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

Schedule of Findings and Questioned Costs (Continued)

Cause: MSH field office finance team and management team did not follow their policies and procedures
regarding unallowable costs, which resulted in? erroneous charges to the Program and ineligible costs,
such as fines.

Effect: MSH charged unallowable costs to the Program.

Questioned Costs: We identified $12,288 in ineligible costs and $2,953 in associated indirect costs,
which resulted in $15,241 in total questioned costs.

Recommendation:

(1) We recommend that MSH either provide evidence to support the costs questioned were allowable
or return $15,241 of ineligible costs.

(2) We recommend that MSH develop and implement policies and procedures to ensure its field office
finance and management team properly follow its finance manual to ensure MSH does not charge
to the Program unallowable costs, due to errors or costs that are ineligible.

(Continued)
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Management Sciences for Health, Inc.
Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

Schedule of Findings and Questioned Costs (Continued)

Finding 2024-03: MSH overpaid a vendor supplying vehicle rental services by $5,521

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

Condition: During our inquiries with MSH management regarding alleged fraud, MSH received a report
of potential allegations involving improper hiring and procurement of a vendor that was performed by the
Program’s Senior Security Officer. MSH stated that although the investigation found that the alleged fraud
was unsubstantiated, objective evidence showed that the procurement process had been tainted by
potential conflict of interest between the Senior Security Officer and the vendor. Furthermore, it appeared
that the lowest bidder had been rejected without legitimate reason. The MSH? investigation concluded
that they had overpaid the vendor supplying vehicle rental services by $5,521. MSH has credited the
amount back to the Program.

Criteria:

MSH Country Office Finance Procedures Manual, states:

“1.5. Ethical Principles and Standards

Members of the finance and accounting community of MSH, as well as all country office staff,
have a responsibility to comply with and uphold the standards of Competence, Confidentiality,
Integrity, and Credibility. Failure to comply may result in disciplinary action.

Competence: You shall maintain an appropriate level of professional leadership and
expertise by enhancing knowledge and skills. This includes performing your professional
duties in accordance with relevant laws, regulations, and technical standards. You will
provide decision support information and recommendations that are accurate, clear,
concise, and timely.

Confidentiality: You must keep information confidential except when disclosure is
authorized or legally required. You will inform all relevant parties regarding appropriate
use of confidential information. You will refrain from using confidential information for
unethical or illegal advantage.

Integrity: You must report all actual conflicts of interest as they relate to you. You shall
also report conflicts of interest of other member of staff if they become apparent. You must
refrain from engaging in any conduct at work that may prejudice you carrying out your
duties ethically.

Credibility: You shall communicate information fairly and objectively. You shall provide all
relevant information that could reasonably be expected to influence an intended user's
understanding of the reports, analyses, or recommendations. You must report any delays
or deficiencies in information, timeliness, processing, or internal controls in conformance
with organization policy and/or applicable law.

(Continued)
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Management Sciences for Health, Inc.

Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

Schedule of Findings and Questioned Costs (Continued)

MSH Country Office Finance Procedures Manual, states:
“1.6.6. Monitoring and Oversight

Ongoing evaluations, separate evaluations, or some combination of the two are used to ascertain
whether each of the five components of internal control, including controls to affect the principles
within each component, is present and functioning. Ongoing evaluations, built into business
processes at different levels of the entity, provide timely information. Separate evaluations,
conducted periodically, will vary in scope and frequency depending on assessment of risks,
effectiveness of ongoing evaluations, and other management considerations. Findings are
evaluated against criteria established by regulators, recognized standard-setting bodies or
management and deficiencies are communicated to management and the board of directors as
appropriate.
* Full disclosure includes sharing relevant and material information to management
at the HQ PDG (Program Delivery Group), CFO, HQ RMU, HQ Accounting as it
relates issues that materially impact the financial statements. This includes errors,
omissions, ineligible costs, potential litigation, penalties, fraudulent acts, legal
compliance breaches etc. The Project director and Finance lead should include these in
the MFR (Monthly Financial Report) under the disclosure section. This should also be
disclosed in the MSH Quarterly Certification reporting mechanism...

1.8. Fraud and Dishonesty Procedures

False claims are a specific type of fraud. They are any claims that an individual presents or
causes to be presented despite knowing the claim is false or fraudulent. The False Claims Act
imposes severe civil penalties which could result in individuals and/or MSH paying three times
the amount of damages sustained by the US Government, in addition to substantial penalties
for each claim or invoice, and limit or prohibit MSH from engaging in future business with the
US Government. Examples of situations that may constitute a false claim include:

* Failure to return money owed to the U.S. Government

» Overcharging for a product or service,

 Fraudulently reporting results

» Underpaying money owed to the Government and;

 Charging for one thing or service while providing another.”

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...”

(Continued)
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Management Sciences for Health, Inc.

Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

Schedule of Findings and Questioned Costs (Continued)

Cause: MSH field office employees did not follow its finance manual to perform ongoing evaluations to
ensure improper procurement practices were either prevented or caught in a timely manner. This led to
improper procurement practices being identified through a reported allegation.

Effect: There is no cost effect since MSH credited the overpaid amount back to the Program.

Questioned Costs: There are no associated costs questioned with this finding, as MSH credited the
overpaid amount back to the Program.

Recommendation:
(1) We recommend that MSH develop and implement policies and procedures to ensure its

monitoring and oversight procedures are strengthened in order to prevent and identify any
improper procurement practices, such as identifying conflicts of interest, in a timely manner.

(Continued)
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Management Sciences for Health, Inc.

Cooperative Agreement No. 72030620CA00006
Awarded by the United States Agency for International Development
in support of the Assistance for Families and Indigent Afghans to Thrive

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

Status of Prior Audit Findings

We requested prior audit reports, evaluations, and reviews from MSH, SIGAR, and USAID pertaining to
Cooperative Agreement activities under this audit. We identified two (2) prior audit reports which
contained four (4) findings and associated recommendations that could have a material effect on the
SPES or other financial data significant to the audit objectives. We conducted follow-up procedures,
including discussion with MSH'’s management, and performed testing of similar activities during our audit.
We have summarized the results of our procedures below:

1. Management Sciences for Health, Inc. —Financial Statements and Report of Independent Certified
Public Accountants 06/30/2022 and 06/30/2021

Finding 2022-001: Late subrecipient monitoring submission.

Issue: Under the requirements of the Federal Funding Accountability and Transparency Act
(FFATA) (Pub. L. No. 109-282), codified in 2 CFR 170.330, the disbursement should be reported
in the FFATA Subaward Reporting System (FSRS) no later than the last day of the month
following the month in which the subaward amendment obligation was made or the subcontract
award modification was made. FFATA monitoring submissions were not submitted timely in in the
FSRS.

Status: For the current engagement, Conrad reviewed MSH’s general ledger and tested
transaction samples for the audit period, as well as completed compliance testing for the audit
period. Based on our testing, this issue was not repeated. As such, we concluded that MSH has
taken adequate corrective action on this finding.

2. Management Sciences for Health, Inc. Assistance for Families and Indigent Afghans to Thrive
Special Purpose Financial Statement For the Period July 10, 2020 through July 31, 2021

Finding 2022-01: Personnel positions charged to the Award are not listed in the approved
budget.

Issue: MSH charged costs to the Award for two (2) positions that were not specifically listed in
the approved budget.

Status: For the current engagement, Conrad reviewed MSH’s general ledger and tested
transaction samples for the audit period. Based on our testing, this issue was not repeated. As
such, we concluded that MSH has taken adequate corrective action on this finding.

Finding 2022-02: Employees were paid in_excess of the respective National Technical
Assistance (NTA) salary amount.

Issue: Conrad noted three (3) employees were paid in excess of the NTA salary scale step/grade
amount.
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Status of Prior Audit Findings (Continued)

Status: For the current engagement, Conrad reviewed MSH’s general ledger and tested
transaction samples for the audit period. Based on our testing, this issue was not repeated. As
such, we concluded that MSH has taken adequate corrective action on this finding.

Finding 2022-03: MSH incorrectly charged a Subaward overbilling and travel related
penalty fees to the Award.

Issue: Conrad noted an instance where a sub-awardee overbilled for consultant fees and airfare
change penalty fee.

Status: For the current engagement, Conrad reviewed MSH’s general ledger and tested
transaction samples for the audit period. Based on our testing, this issue was repeated. Please
see Finding 2024-02 in the Schedule of Findings and Questioned Costs.

(Continued)
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MSH’s Responses to Audit Findings

z)ymsh

November 13, 2024

Ta: Canrad, LLF
23161 Lake Center Drive, Suits 200
Lekes Forest, CA 82630

Subject: MSH Mansgemant Response to Audit Findings Reported in Conjunction with the Financal Audit
of Costs incurred Under Cooperative Agreement No.720306620CA00D06 — Assistance for Families and
Indigent Afghans to Thrive ("AFIAT"]

Finding 2024-01: Missing procurament decumentstion

IA5H Kanagement Response
MisH respacully disagrees with the findings and quastoned costs.

Starong around August 15, 2021, the Taliban's uncoordinated takeover of the governmeant l2d to the
collapse of the banking system in Afghanistan. This abrupt and sudden event impactad M5+ and other
impiementing organizations, preventing them from using banking services to pay staff and vendors
leaving na room to plan treasury measures.

Refzrence 1o CNN 2rmicls ‘o ons has money’ Under Taliban rule. Afhanistan's banking systam is

i in; N Business.

The flow of LSD currency ceased completely, l=aving no means for anyones to access funds for personal
or business use. in the weeks following the tzkeover; & few local banks recpened, but only to sccess
inward transfers and deposits, with no assurance of making payments out. Eventually, they started to
3llow withdrawals of 2 maximum of 5100 per person per week, and [3ter per day. Thass restrcoons
caused significant distress 10 our staff and vendors, who sought alternative measures from organizations
likez BASH o maks cash zvailable for services repderad.

Due to these significant challenges, the leadership team 3t M5H AFIAT 2nd other implementing partners
sought alternate money providers outside the banking system to ensure prompt paymant and continuity
of sarvices during this unprecedent=d ome. After reviewing more than 10 loca! Hawalz money transfer
agents and one UK based agent, and =fter consufting with other implementing partners and sscuring
USAID epproval, M3H AFIAT identified this Uk-based money trznsfer company, [ NNNNGNGNGNGN"=: v=:
maore 2uthentic, trusted and promisad eMcient service 2cross the country, The condibans and
enwironment left no cradible altemative money trensfer sgency capable of delivering this service.
Additionally, local money transfer companies, which are mostly informal family-led businesses, would fail
the US venfication tesns.

The MSH AFIAT leadership consulted the MS5H Treasurer and VP Chief Financial Officer for exceptionsl
approval w2 proceed with I =ou=:t that was speroved in line with MsH Financial and
Procurement Procedures.

It is important to note that banking restnctions continued for 2n 3ddinenzl seven months sfter tae
Taliban takzover For example, as of February 2022, so months after the restrictions were imposed,
approximately 20% of the AFIAT staff were still unable to access their full bank accounts, including salary

Harmrrat § o ber Hawith | Pilinn Esivares S 500 Srleason. Vb 200+ 41 FISEASH0 ] weres ey

=
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MSH’s Responses to Audit Findings (Continued)

Hmsh

payments. Addimonally, vendors began o refuse to work with MSH AFIAT due 1o paymeant terms 2nd
liguidity :ssues, preferring to be paid in cash. Howsver, with the limitanons sround cash withdrawals,
cash paymants to employees and venders were not a viahie solution. The banking systems continued to
tie fragile, with 2 sarious risk of collapse.

To ensure that AFIAT could continus its work m the country, the team actively worked to identify
additional solutions to bring monay into the country and make necessary payments. Although AFLAT
intended to continue working through the insttutionzl banking system for most payments, 35 long as the

bznking systems funcooned, the supplementary banking system was intendad 10 serve 25 3 backup and
nelp resolve ongping problems such 25 st5fF access to cash,

Wwith the above background, below outlings the procurement procedures followed to identify 2n
siternative monay transfar agent. The AFIAT procurement staif begzn to sxplors slemative payment
systems which included twe options:

1 Hawals Systam: kawalz is an informal methoa of trensferming money outside of the wraditianz|
banking system without any physical money 2ctually maeving, it largely relies on trust and
personal rélationships rather than s formal banking system. Although trusted in afghanistanasa
reasonable cash transfer method, there are inherent risks.

2 iz 2 prepaid srrangement and is more secure than the Hawalz system 3z
a ritish for-profit organization with more than 1S years of experience working in
countries ke Afghanistan and Syria. They gartner with charites experiencing challenges in the
zbsence of banks te deliver financial support directly to people experencing severs stress in
crisis areas. They have worked with many internations| donors such 35 USA|D, DFID, EU, GAC,
etc. and use an online system and softwars which can generats payment reports esch month,
which sllows for the necessary paper frail to confirm compliance and follow proof of payment,

Az noted by the suditors, M5H's mternal polices regarding 2rocurament of Goods & Commarcial
seryices Outside the U S states:

“The following process sholl be completer by Authorized Burchasers when issuing o Purchase Order
{80} bosed on o thorough Justificotion for Nopcompentive Procursment:

1. Consider whether [t is possible to revise the specifications and/or scope of wark in o way that
would olfow vendors to propase giterngtive progucts or solubons.
= [ you feel thot o noncompertive procurement is truly the only ootion Complete guesnons #1-
#10 of the JUSTIFICATION FOR NONCOMPETITIVE PROCUREMENT form. Lock of proper plapning
is NEVER on occeptoble justification for owgrding o purchase without adequote competition,
Use of “unusual ond compelling urgency”™ os the justification for owarding on o
noncompetitive basis is meant to be used in cases where there hos been o noturo! or
manmode disaster, or major political/mifitory disturbance, not when o project has failed fo
olon ghead.."
Given the “unusus! and compelling urgency” that the tesm was sxparencing in Afghanistan during this
fime, using M3H's standard competitive procurement process (issuing an AFQ)| for this parmcularly
comgplex issus was not feasible. That said, the MSH procurement tzam did perform and documeant their
due difigence around collecting and collating information of over 1en (10) Hawala merchants, incuding

(Continued)
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MSH’s Responses to Audit Findings (Continued)

(ZYmsh

physical addresses, contact informiation, valid money service licenses, edchange rate terms, applicable
feas, ability to provide cash in 2 Bmely manner, liquidity concerns, and whather or not their past
performance includes sddinonal NGOs/USAID implementing Partners. MSH also participated in a joint
working group of USAID implementing Partners investigating the use of Hawalas during these urgent and
unprecedented circumstances

Given the sbove description of the due diligence conducted, M5H respectfully disagrees with the
auditor’s determination that M5H did not have sdeauste management oversight for ensuring either s
ngrmal procurement procedures or nancompatitive procursment procedures weare followed during
Emergency situations.

By carrying out due diligence on over 10 potential vendors and participaing in 3 joint working group of
UsAID implamenting partners, the AFIAT procurement team exceedad the sequired internal threshold of
evaluating at lzast 5 petenmal vendors. I this regard, by sefecting i&r‘m‘r was able to ensure
that we mitgated risks associated with unsanchioned banking processas and potentzl freud. The
selection and use of ' mately ensured that AFIAT was ssfeguarding Us government funds to
the best of our ability and demaonstrating the money service provider was most economical snd
competitive,

Furthermaorz, the suditors point to the following regulations:
2 CFR 200.319 Competition, states in part:
(o} All pracurement transactions must be conducted in & manner providing full and apen
competition CONSIStent with the stongdords of this section. in order to ensure cbjective contractor
performance ond eliminate unfoir compentive odvontoge, controctors that develop or droft
spedificotions, requirements, stotements of work, and imvitotions for bids or requests for proposols
must be excluded from competing for such procurements_

2 CFR 200,403, Factors affecong allowahility of costs, states in parn

“Except where otherwise guthorized by stotute, costs must meet the following general criteria i
order, to be silowable under Federal awards:

(a)8= mecessory gnd reasonoble for the performance of the Federal oward ond be aliecoble thereto
under thess principles...

(c)Be consistent with policies and procedures that apoly unifarmly to both federally finonced ond
other activives of the non-Fegeral entity. *

M5H respectfully reiterates that due diligence was carried cut on over ten [10) organizations and
ultmately 3=l=cted an mtemananal banking vendor thersby reducing the potental for unfair
competitive advantage. Addifionally, MSH determined that considering the unpracadented political
instability and its effects on the banking insttutions in-coustry, that the seiection of [ RE < th=
aszocizted fees for use of this service ars necessary 2nd ressonzble to ensure svailability of cash for our
staff and vendaors 1o ensure 2 smooth and uninterrupted implementation of the AFIAT program, The
selecton of s done in fine with MS5#'s policies and procedurss in light of the "unusua! and
compelling urgency justification.

In M3H's detailed analysis of the yizble banking aptions, it was determined that many organizations have
used Hawala successfully. Howsever, BEH falt that the use of Hawalas presented 3 riskizr option FequUiIning
complicated and robust sk mitgation protocols in prder 1o safeguard funds. As = result of the
procurement team'’s 2nalysis, =S @=termined to be mare s2cure than the use of Hewalas

(Continued)
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MSH’s Responses to Audit Findings (Continued)
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and it was determined that it would be preferable 1o use -s the primary slternate 1o the
banking systam and Hawala a5 the last ootion, if 2bsolutely necessary
Responsible Manzzement Official

Gordon Kihugury,

Chief Financial Officer, Treasurer & Vics President
Wanagement Sciences for Heslth

Tel {IP): 417036673955
Finding 2024-02: Unallowable costs wers charged to the Progrzm

MSH Manassment Response

MEH agrees with the findings and questionad costs. M5H has glso taken steps to reverss the unalliowable
amount of 511 751 by crediting the amount back to the AFLAT project in November 2024 and the credits
shall be reflected in this quarters report

5537 penalty cost was incurred For the cancellstion delay of a work permit dus to circumstancas beyond
the contral of MSH or the individual 3t the Gme the cancellaton fes was incurrad. This was due to the
emergancy evacuation of staff from the country and & changs in government. The conseguance of this
work parmit cancellaton charge resulted in an eror from improper applicztion of existing policy and
procedurs under MSH'S country finance procedures manual section 112 5. “M5H Account codes for
Disallowed Costs." Appropriate remediation has been undsrtaken 1o reverse these unallowable costs and
further reinforce staff understanding of existing policies 2nd procedures,

in the sscond jnstance under Other Direct Costs MSH ackmowledged that US zovernment was
overcharged dus to 2 derical error made on an employes's expense report. Due to dencal goor, the
amount of 511,76 was recorded as 312,763.05. This resulted in totsl questioned costs of 511,751, MSH
performed an impact 2nalysis on simifar transactions to determine if the error was 2n isolated incident or
3 pattern 3nd did not identify any other such errors.

Responsible Management Official

sordon Kihwgury,

Chief Financial Officer, Treasurer & Vice President
Management Sciences for Hesith

(Continued)
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Finding 2024-03: MSH overpaid 2 vendor supplying vehicla rental sarvices by 55,521
MSH Marugemem Response

MSH Manasement Responss
M5H agrees with this finding M5+ confirms thar it has developed and implement=d appropriate polices
and procedurss that ensure the monionng and oversight protedures that prevent and identify any
improper procuramant practices, such 25 identifying confiicts of intzrest, The finding itself indicstas that
thes= policies and procedures are continually being strengthened and thay asiso ensurs that issues sre
identified in 3 timely manner

Responsible Management Official

Gardon Kihugumy

Chief Financial Officer, Treasurer & Vice Prasident
Management Sciences for Health

4301 Fairfax Dr, nrlininn, WA 22203, United Srates

(Continued)
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Auditor’s Rebuttal to MSH’s Responses to Audit Findings

MSH disagreed with Finding 2024-01 and agreed with Findings 2024-02 and Finding 2024-03. Since
MSH agreed with finding Findings 2024-02 and 2024-03, no rebuttal is necessary for these two findings.
Below is our rebuttal to MSH’s response on Finding 2024-01.

Finding 2024-01

MSH disagreed with the finding stating that 1) the Taliban’s uncoordinated takeover of the government
led to the collapse of the banking system in Afghanistan, forcing MSH to switch to new money transfer
agents; 2) their procurement team did perform and document their due diligence around collecting and
collating information of over ten Hawala merchants; 3) MSH participated in a joint working group of USAID
Implementing Partners investigating the use of Hawalas during the time period.

Auditor’'s Rebuttal

The issue here is directly related to MSH'’s inability to provide evidence showing a competitive
procurement process took place. MSH references a procurement process involving over ten Hawala
merchants, however, no documentation was provided to support this claim. Additionally, MSH mentions
communication with USAID regarding the use of however, the only documentation provided
a vetting request, which does not pertain to procurement or a procurement process.
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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 conducting independent and objective
audits, inspections, and investigations on the use of taxpayer dollars
and related funds. SIGAR works to provide accurate and balanced
information, evaluations, analysis, and recommendations to help the
U.S. Congress, US. agencies, and other decision-makers to make
informed oversight, policy, and funding decisions to:

e improve effectiveness of the overall reconstruction strategy
and its component programs;

e improve management and accountability over funds
administered by U.S. and Afghan agencies and their
contractors;

& improve contracting and contract management processes;
e prevent fraud, waste, and abuse; and

e advance U.S. interests in reconstructing Afghanistan.

To obtain copies of SIGAR documents at no cost, go to SIGAR's Web site
(www.sigar.mil). SIGAR posts all publicly released reports, testimonies,
and correspondence on its Web site.

To help prevent fraud, waste, and abuse by reporting allegations of fraud,
waste, abuse, mismanagement, and reprisal, contact SIGAR’s hotline:

e Web: www_sigar.mil/fraud

&  Email: sigar_pentagon.inv.mbx_hotline@mail_.mil

*  Phone Interational: +1-866-329-8893

*  Phone DSN International: 312-664-0378

e US fax: +1-703-601-4065

Public Affairs Officer
e  Phone: 703-545-5974

e  Email: sigar_pentagon_ccr.mbx public-affairs@mail_mil

e  Mail: SIGAR Public Affairs
2530 Crystal Drive
Arlington, VA 22202





