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WHAT THE AUDIT REVIEWED

On August 27, 2011, the U.S. Agency for
International Development (USAID) issued a 1-year
cooperative agreement for nearly $65 million to
International Relief and Development, Inc. (IRD) to
implement the Southern Regional Agricultural
Development (SRAD) program. The primary
objectives of SRAD were to strengthen economic
stabilization and promote long-term agricultural
development in Kandahar and Helmand provinces
in southern Afghanistan. The cooperative
agreement’s initial period of performance ended
on August 31, 2012. After six modifications, the
period of performance was extended through
October 15, 2012, and the program funding
increased to nearly $70 million.

SIGAR’s financial audit, performed by Crowe
Horwath LLP (Crowe Horwath), reviewed
$69,834,921 in expenditures charged to the
award from August 27, 2011, through October 15,
2012. The objectives of the audit were to (1)
identify and report on significant deficiencies or
material weaknesses in IRD’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 IRD has taken corrective action on
prior findings and recommendations; and (4)
express an opinion on the fair presentation of
IRD’s Special Purpose Financial Statement. See
Crowe Horwath’s report for the precise audit
objectives.

In contracting with an independent audit firm and
drawing from the results of the audit, SIGAR is
required by auditing standards to review the audit
work performed. Accordingly, we oversaw the audit
and reviewed its results. Our review disclosed no
instances where Crowe Horwath did not comply, in
all material respects, with U.S. generally accepted
government auditing standards.
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WHAT THE AUDIT FOUND

Crowe Horwath LLP (Crowe Horwath) identified two material weaknesses
and one significant deficiency in internal control, and four instances of
material noncompliance with laws, regulations, or the terms and
conditions of the cooperative agreement. Specifically, IRD used the
highest value for donated goods rather than using the fair market price as
required by the Code of Federal Regulation. In addition, IRD’s cooperative
agreement required USAID to approve local procurements above $5
million, which is consistent with the agency’s standard regulations.
However, IRD did not obtain approval for local procurements that
exceeded the $5 million threshold because IRD believed modification 1 to
the cooperative agreement waived the requirement. However, as
confirmed by USAID, the agency did not waive the requirement, and
approvals were still required for local procurements above the $5 million
threshold.

As a result of these internal control deficiencies and instances of
noncompliance, Crowe Horwath identified $28,417,356 in questioned
costs, consisting entirely of unsupported costs—costs not supported with
adequate documentation or that did not have the required prior approval.
Crowe Horwath did not identify any ineligible costs—costs prohibited by
the cooperative agreement, applicable laws, or regulations.

Category Ineligible  Unsupported Total Questioned Costs
Cost sharing $0 $85,409 $85,409
Local procurement $0 $28,331,947 $28,331,947
Totals $0 $28,417,356 $28,417,356

Crowe Horwath reviewed two audit reports that included the SRAD
program within their scopes. However, there were no findings pertinent to
the program that required follow-up.

Crowe Horwath issued an unmodified opinion on IRD’s Special Purpose
Financial Statement, noting that it presents fairly, in all material aspects,
revenues received, costs incurred, and the balance for the indicated
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 of and recover, as appropriate,
$28,417,356 in questioned costs identified in the report.

2. Advise IRD to address the report’s three internal control findings.
3. Advise IRD to address the report’s four noncompliance findings.

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



July 14, 2015

The Honorable Alfonso E. Lenhardt
Acting Administrator
U.S. Agency for International Development

Mr. William Hammink
USAID Mission Director for Afghanistan

We contracted with Crowe Horwath LLP (Crowe Horwath) to audit the costs incurred by International Relief and
Development, Inc. (IRD) under a U.S. Agency for International Development (USAID) cooperative agreement to
implement the Southern Regional Agricultural Development (SRAD) program.® Crowe Horwath’s audit covered
$69,834,921 in expenditures charged to the cooperative agreement from August 27, 2011, through October 15,
2012. Our contract 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 responsible agreement officer at USAID:

1. Determine the allowability of and recover, as appropriate, $28,417,356 in questioned costs identified in
the report.

2. Advise IRD to address the report’s three internal control findings.
3. Advise IRD to address the report’s four noncompliance findings.

The results of Crowe Horwath’s audit are further detailed in the attached report. We reviewed Crowe Horwath'’s
report and related documentation. Our review, as differentiated from an audit 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 IRD’s Special Purpose Financial Statement. We also express no opinion on the effectiveness of IRD’s
internal control or compliance with the contract, laws, and regulations. Crowe Horwath is responsible for the
attached auditor’s report and the conclusions expressed in the report. However, our review disclosed no instances
where Crowe Horwath did not comply, in all material respects, with generally accepted government auditing
standards issued by the Comptroller General of the United States.

We will be following up with your agency to obtain information on the corrective actions taken in response to our
recommendations.

John F. Sopko
Special Inspector General
for Afghanistan Reconstruction

(F-041)

1USAID awarded cooperative agreement number 306-A-00-11-00525-00 to IRD to implement the SRAD program, which
intended to strengthen economic stabilization and promote long-term agricultural development in Kandahar and Helmand
provinces in southern Afghanistan.
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International Relief and Development, Inc.
Special Purpose Financial Statement
Southern Regional Agricultural Development Program
For the Period August 27, 2011, through October 15, 2012

Questioned Costs

The accompanying notes to the Special Purpose Financial Statement are an integral part of this Statement.

Budget Actual Ineligible Unsupported Notes

Revenues

USAID Letter of Credit 69,834,921 $ 69,834,921 4
Total Revenue 69,834,921 69,834,921 $ 85,409 A
Costs Incurred 7

Personnel 6,772,290 $ 6,772,290

Fringe Benefits and Allowances 1,669,676 $ 1,669,676

Equipment 182,528 164,892

Allowances 3,380,876 3,380,876

Consultants 974,580 974,580

Trave_l, Transportation, and Per 871,415 871,415

Diem

Other Direct Costs 4,443,931 4,748,649 $ 479,949 B

Contractual 11,088,304 13,353,261 9,569,264 B

Program Intenventions 30,721,014 28,173,129 12,538,642 B

Indirect Costs 9,730,307 9,726,453 5,744,092 B
Total Costs Incurred 69,834,921 $ 69,834,921 28,417,356
Balance $ - 8









































































SIGAR’s Mission

Obtaining Copies of SIGAR
Reports and Testimonies

To Report Fraud, Waste, and
Abuse in Afghanistan
Reconstruction Programs

Public Affairs

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, U.S. 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;

e 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 publically 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:

o  Web: www.sigar.mil/fraud

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

e  Phone Afghanistan: +93 (0) 700-10-7300

e Phone DSN Afghanistan: 318-237-3912 ext. 7303

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

e 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





