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WHAT THE AUDIT REVIEWED 

On June 10, 2022. the U.S. Agency for International 
Development's Bureau for Humanitarian Assistance 
(USAID/BHA) awarded a $4,500,000 grant to- to 
support the 

of Afghanistan program. On January 20, 2023, 
USAID/BHA awarded an additional $20,500,000 grant to - in 
Afghanistan program. The grants· objectives were to, 

USAID/ BHA moctified the grants four times, extending the 
first grant's perioct of performance from Apri l 30, 2023, 
through October 31, 2023. The modifications did not 
change the second grant's period of performance. which 
ended on November 30, 2024, nor the grants' total 
funding amount. 

SIGAR's financial audit, performed by Conrad LLP 
(Conrad), reviewed a total of $7,972,613 in costs 
charged to the grants from May 1, 2022, through 
November 30, 2023. The objectives of the audit were to 
(1) identify and report on material weaknesses or 
significant deficiencies in- internal controls 
related to the grants; (2) identify and report on 
instances of material noncompliance with the terms of 
the grants and applicable laws and regulations, 
including any potential fraud or abuse: (3) determine 
and report on whether- has taken corrective 
action on prior findings and recommendations; and 
(4) express an opinion on the fair presentation of 
- Special Purpose Financial Statement (SPFS). 
See Conrad's report for the precise audit Objectives. 

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

December 2024 

SIGAR 25-10-FA 

WHAT SIGAR FOUND 

Conrad identified one material weakness and seven significant 

deficiencies in - internal controls, and eight instances of 
noncompliance with grant terms. For example, Conrad noted 

multiple issues with- allocat ion of shared costs. In 368 
instances, rather than utilizing an equitable allocation met hodology, 

- improperly pooled budget amounts, charging t he programs 
based on percentages calculated from budgeted figures, which is 
not compliant with federal guidelines. 

Because of the deficiencies in internal controls and instances of 
noncompliance, Conrad identified a total of $387,254 in 
questioned costs, consisting of $39,582 in ineligible costs-costs 
prohibited by the grants and applicable laws and regulations, and 

$347,672 in unsupported costs- costs not supported with 
adequate documentat ion or t hat did not have required prior 
approval. 

Total 
Category Ineligib le Unsupported Questioned 

costs 

Direct Costs $768 $311,116 $311,884 

Indirect Costs $38,814 $36,556 $75,370 

Total costs $39,582 $347,672 $387,254 

Conrad identified f indings in one prior audit report t hat could have 
a material effect on t he SPFS or other financial data significant to 
the audit objectives. The report had three findings and 

accompanying recommendations. Conrad conducted follow-up 
procedures and concluded that- had not taken adequate 
corrective action on one of t he three findings, because it was 
repeated in this audit. 

Conrad issued a modified opinion on- SPFS, noting t hat 

the total questioned costs amount is material to the SPFS. 

WHAT SIGAR RECOMMENDS 

Based on t he results of the audit, SIGAR recommends that the 
responsible grant officer at USAID: 

1. Determine the allowability of and recover. as appropriate. 
$387.254 in questioned costs identified in the report. 

2 . Advise- to address the report's eight internal control 
findings. 

3. Advise- to address the report's eight noncompliance 
findings. 

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



 

 

December 23, 2024 

 

The Honorable Samantha Power  
Administrator, U.S. Agency for International Development 
 
Ms. Sonali Korde 
Assistant to the Administrator of USAID’s  
     Bureau for Humanitarian Assistance 
 
 
We contracted with Conrad LLP (Conrad) to audit the costs incurred by  under two grants from the U.S. 
Agency for International Development (USAID) in  

 in Afghanistan.1 The grants’ objectives were to, among other things,  
 

. Conrad reviewed a total of $7,972,613 in costs charged to the grants from May 1, 2022, through 
November 30, 2023. Our contract with Conrad required that the audit be performed in accordance with generally 
accepted government auditing standards issued by the Comptroller General of the United States. 

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

1. Determine the allowability of and recover, as appropriate, $387,254 in questioned costs identified in 
the report. 

2. Advise  to address the report’s eight internal control findings. 

3. Advise  to address the report’s eight noncompliance findings. 

Conrad discusses the results of the audit in detail in the attached report. We reviewed Conrad’s report and 
related documentation. We also inquired about Conrad’s conclusions in the report and the firm’s compliance with 
applicable standards. Our review, as differentiated from an audit of the financial statements in accordance with 
U.S. generally accepted government auditing standards, was not intended to enable us to express, and we do not 
express, an opinion on  Special Purpose Financial Statements, or conclusions about the effectiveness of 
internal control over financial reporting or on compliance with laws and other matters. Conrad is responsible for 
the attached auditor’s report, dated November 27, 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 completion for the 
recommendations to sigar.pentagon.audits.mbx.recommendation-followup@mail.mil, within 60 days from the 
issue date of this report. 

 

 

 

John F. Sopko 
Special Inspector General 
     for Afghanistan Reconstruction 
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1 The grant numbers are  and   
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Conra~ 
November 27, 2024 

Board of Directors 

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

Conrad LLP (referred to as "Conrad" or "we") hereby provides to ou our final report, which reflects results 
from the procedures we com-eted durin our audit of ecial Purpose Financial Statements 
under Grant Agreement Nos. and awarded by the United States 
Agency for International Deve opmen s ureau or Humanitarian ssIstance for the period of May 1, 2022 
through November 30, 2023, supporting various emergency response to vulnerable populations programs 
throughout Afghanistan. 

On September 23, 2024, we provided SIGAR with a draft report reflecting our audit procedures and 
results. - received a copy of the report on November 5, 2024 and provided written responses 
subsequerii"Thereto. These responses have been considered in the formation of the final report, along 
with the written and oral feedback provided by SIGAR and-Additionally, .... responses and 
Conrad's corresponding rebuttals are incorporated into this~following our ~orts. 

Thank you for providing us the opportunity to work with you, and to conduct the audit of these Grant 
Agreements. 

Sincerely, 

Sam Perera, CPA, CFE, CITP, CGMA 
Partner 

23161 Lake Center Dnve. Suite 200. Lake Forest, Ct. 92630 • T: {949) 552-77D0 • www.conrildllp.com 



-• ancial Statements for Grant Agreement Nos. 
nd 

t 

For the Period of May 1, 2022 through November 30, 2023 

Background 

Between 2022 and 2023, the United States Agency for International Development's Bureau for 
Humanitarian Assistance (USAID/BHA) awarded two (2) Grants to-

was awarded on June 10, 2022, to su ort the 

1. Affected population have access to adequate food consumption that ensures their survival , 
upholds their dignity, prevents the erosion of their assets and builds resilience, within the 
timeframe of this action. 

2. Reduced incidence and risk of communicable disease transmission and reduced rates of mortality 
and morbidity caused by communicable disease transmission. 

was awarded on Janua 20, 2023, --
~ 

program. e primary goa o Is program Is o a ress emergency umani anan needs of vulnerable 
populations through food assistance, WASH support, health and nutrition programming, shelter and 
agriculture assistance, and cash support. The objectives of this grant are as follows: 

1. Reduced excess morbidity and mortality through increased access to quality integrated life-saving 
health, nutrition, and mental health and psychosocial support services. 

2. Reduced incidence of food insecurity for the most vulnerable households and reduced reliance 
on negative coping strategies. 

3. Reduced incidence and risk of communicable disease transmission and reduced rates of mortality 
and morbid ity caused by communicable disease transmission. 

4. Shock affected households can cover their basic lifesaving needs. 
5. Reduced incidence of morbidity and mortality due to multisectoral winter needs. 
6. Reduced incidence and risk of food insecurity in agro-pastoralist communities. 
7. Affected population is able to receive temporary employment and meet basic needs while 

rebuilding community assets essential for (re)building livelihoods. 

The initial award amounts were $4,500,000 for-- and $20,500,000 for--for the period of 
performance of May 1, 2022 through April 30, ~ January 1, 2023 thr~ember 30, 2024, 
respectively. Three (3) modifications were made to--which did not change the total award amount 
but did change the period of performance end dat~er 31, 2023. One (1) modification was made 
to-which did not affect the total award amount nor the period of performance end date. See the 
Summary of Grants below. 
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For the Period of May 1, 2022 through November 30, 2023 

Summary of Grants 

Original Budget and Period of 
Performance 

Modified Budget and Period of 

Grant Number 

* - Close-out Grant 

Work Performed 

Original 
Approved 
Budget($) 

Start 
Date 

End 
Date 

$4,500,000 05/01/22 04/30/23 

$20,500,000 01 /01/23 11/30/24 

No. of 
Modifications 

3 

1 

Performance 

Final 
Approved End Date 
Budget($) 

No Change 10/31 /23 

No Change No Change 

Conrad LLP (Conrad) was engaged by the Office of the Special Inspector General for Afghanistan 
Reconstruction (SIGAR) to conduct a financial audit of the two (2) Grants, as mentioned above, of 
- Special Purpose Financial Statements (SPFS) for the revenue received of $7,075,294, costs 
incurred of $7,972,613, and a fund balance of negative $897,319 for the period of performance from May 
1, 2022 through November 30, 2023. 

Objectives, Scope, and Methodology 

Audit Objectives 

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

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

(Continued) 
- 2 -
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• Internal Controls – Evaluate and obtain sufficient understanding of  internal controls related 
to the Grants, assess control risk, and identify and report on significant deficiencies including material 
internal control weaknesses. 
 

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

 
• Corrective Action on Prior Findings and Recommendations – Determine and report on whether 

 has taken adequate corrective action to address findings and recommendations from 
previous engagements that could have a material effect on the SPFS or other financial data 
significant to the audit objectives. 

 
Scope 
 
The scope of this audit included all costs incurred during the period of May 1, 2022 through November 
30, 2023, totaling $7,972,613 under the Grant Agreements. Our testing of the indirect cost charged to 
the Grants was limited to determining that the indirect cost was calculated using the correct revised 
negotiated indirect cost rates or provisional indirect cost rates, as applicable for the given fiscal year, as 
approved in the Negotiated Indirect Cost Rate Agreement (NICRA) and subsequent applicable 
amendments. 
 
Audit Methodology 
 
In order to accomplish the objectives of this audit, we designed our audit procedures to include the 
following: 
 
Entrance Conference 
 
An entrance conference was held on March 13, 2024, with representatives of  Conrad, SIGAR, 
and USAID/BHA participating via conference call. The purpose of the entrance conference was to discuss 
the nature, timing, and extent of 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: 
 

-

-
-

-

-
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• Obtained an understanding of  The scope of our audit includes  management and 
employees, internal and external factors that affected operations, accounting policies and 
procedures. We gained an understanding of  through interviews, observations, and reading 
policies and procedure manuals. We interviewed top management and employees responsible 
for significant functions and/or programs. In addition, we reviewed the following:  
 

o The Standards for Internal Control in the Federal Government (GAO-14-704G: Published: 
September 10, 2014); 

o Foreign Assistance Act of 1961, as amended; 
o 2 CFR 200 Uniform Administrative Requirements, Cost Principles, and Audit 

Requirements for Federal Awards; 
o 2 CFR 700, USAID Uniformed Administrative Requirements, Cost Principles, and Audit 

Requirement for Federal Awards; 
o USAID Automated Directives System (ADS) Chapter 303; 
o Terms of the Grants between USAID/BHA and  and 
o  Policies and Procedures. 

 
• 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 Grants, and the applicable general ledgers; 
 

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

• Traced receipt of funds to the accounting records; 
 

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

• 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 Grant Agreements 

-

- --

- -
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We reviewed  internal controls related to the Grants to gain an understanding of the implemented 
system of internal control to obtain reasonable assurance of  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 Grants Requirements and Applicable Laws and Regulations 
 
We performed tests to determine whether  complied, in all material respects, with the Grants 
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 Grants 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  and SIGAR and reviewed these reports to determine if 
there were any findings and recommendations that could have a potential impact on this audit. 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  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 40. 
 
Exit Conference 
 
An exit conference was held on September 4, 2024, via conference call. Participants included 
representatives from Conrad,  SIGAR, and USAID/BHA. During the exit conference, we discussed 
the preliminary results of the audit and reporting process. 
 
Summary of Results 
 
We have summarized the details of these results in the Findings and Questioned Costs subsection below. 
Our summary is intended to present an overview of the audit results and is not intended to be a 
representation of the audit results in their entirety. 
 
Auditor’s Opinion on the SPFS 
 
Conrad issued a modified opinion on the fairness of the presentation of the SPFS. 
 
Conrad identified eight (8) audit findings with a combined questioned costs of $419,252.  Of this amount, 
$31,998 was also questioned among different findings.  As such, the net questioned costs of $387,254 
was presented in the SPFS to avoid duplicate questioned costs.  The net questioned costs comprised 

-

- -
-

-
-
-
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$39,582 in ineligible costs and $347,672 in unsupported costs. Ineligible costs are explicitly questioned 
because they are unreasonable, prohibited by the Grant’s provisions or applicable laws and regulations, 
or not related to the Grants. 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  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 eight (8) internal control findings. Seven (7) internal control findings are considered 
to be significant deficiencies and one (1) internal control finding is considered to be a material weakness. 
See Independent Auditor’s Report on Internal Control on page 21. 
 
Compliance  
 
The results of our testing identified eight (8) instances of noncompliance. See the Independent Auditor’s 
Report on Compliance on page 23. 
 
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.  self-disclosed several instances of alleged fraud that could have 
a potential impact on the Program and the SPFS. Based on further discussions with  and review 
of the alleged incidences of fraud, there was no significant financial impact to the Program or the SPFS 
during the period under review. As such, there are no further communications warranting additional 
consideration. 
 
 
 
 
 
 
 
 
 
 
 

-

-

- -
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Finding Nature of Ineligible Unsupported 
Cumulative 

Matter Questioned Number Finding Costs Costs 
Cost 

Non-
Missing or insufficient 

compliance 
supporting 
documentation to 

2024-01 and Internal support an equitable $ $ 318,196 $ 318,196 Control - -
Material 

allocation methodology 

Weakness 
for costs charged to the 
programs. 

Non-
compliance Indirect cost rate was 

2024-02 and Internal not updated within 38,724 356,920 
Control - grant agreement -
Significant requirements. 
Deficiency 

Non-
compliance Missing supporting 

2024-03 and Internal documentation for cost 6,772 363,692 Control - charged to the -
Significant programs. 
Deficiency 

Non-
Procurement 

compliance procedures were not 
performed on 

2024-04 and Internal consultants in _1 363,692 
Control - -
Significant accordance with 

Deficiency 
.. 

procurement 
p y 

1 See explanation of questioned costs under Finding 2024-04 in the Schedule of Findings and Questioned Costs. 
(Continued) 
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2024-05 

Non-
compliance 
and Internal 
Control – 
Significant 
Deficiency 

Procurement 
procedures were not 
performed on a direct 
purchase. 

- 1,324 365,016 

2024-06 

Non-
compliance 
and Internal 
Control – 
Significant 
Deficiency 

Lack of 
reasonableness check 
for direct purchases. 

- 1,501 366,517 

2024-07 

Non-
compliance 
and Internal 
Control – 
Significant 
Deficiency 

Costs charged were 
related to other 
programs. 

- 19,879 386,396 

2024-08 

Non-
compliance 
and Internal 
Control – 
Significant 
Deficiency 

Unallowable costs 
were charged to the 
programs. 

858 - 387,254 

Total Questioned Costs $    39,582 $    347,672 $    387,254 
 
Review of Prior Findings and Recommendations 
 
We requested copies of prior audit reports and engagements from  SIGAR, and USAID pertinent 
to  activities under the Grants. We identified one (1) prior audit report that contained three (3) 
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 

-

- -
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audit. Based on our review,  had taken adequate corrective actions on two out of the three findings 
and recommendations and did not take adequate corrective action on one finding and recommendation. 
See Status of Prior Audit Findings on page 40 for a detailed description of the prior findings and 
recommendations. 
  
Summary of  Responses to Findings 
 
The following represents a summary of the responses provided by  to the findings identified in this 
report (the complete responses received can be found in Appendix A to this report): 
 

(1) Finding 2024-01:  did not explicitly state whether they agreed or disagreed with the finding 
and provided explanations for their allocation methodologies for direct costs and shared costs. 

 indicated that their new Financial Planning & Analysis tool will improve their process for 
calculating and reallocating costs across multiple awards and will be rolled out in Q4 2025. 

 
(2) Finding 2024-02:  did not explicitly state whether they agreed or disagreed with the finding 

and explained that they retroactively correct NICRA provisional rates the month after the official 
rate is received.  maintained that no payback could be considered for an open award.  
 

(3) Finding 2024-03:  did not explicitly state whether they agreed or disagreed with the finding 
and provided explanations for the questioned costs associated with the payroll corrections, 
additional work and materials for a construction project, and accrued audit costs.  
 

(4) Finding 2024-04:  did not explicitly state whether they agreed or disagreed with the finding 
and explained their process for hiring consultants, claiming they complied with internal guidelines 
and recruitment best practices. 
 

(5) Finding 2024-05:  did not explicitly state whether they agreed or disagreed with the finding 
and claimed the finding was a result of a misunderstanding of its procurement procedures. 
 

(6) Finding 2024-06:  did not explicitly state whether they agreed or disagreed with the finding 
and claimed compliance with internal guidelines, stating that for purchases under $1,000,  
logistics practice is to compare market prices before approving purchases. 
 

(7) Finding 2024-07:  did not explicitly state whether they agreed or disagreed with the finding 
and provided several explanations for each of the categories falling under this finding.    
 

(8) Finding 2024-08:  did not explicitly state whether they agreed or disagreed with the portion 
of this finding related to Fringe Benefits costs and explained that R&R allowances are allocated 
based on available budget.  agreed with the portion of the finding related to an incorrect 
tax payment and the cost of an employee’s farewell party.        
 

-

-
- --- ---

-
-- --- -



Conraei) 
INDEPENDENT AUDITOR'S REPORT 

ON THE SPECIAL PURPOSE FINANCIAL STATEMENT 

Board of Directors 

To the Office of the Special Inspector General for Afghan istan Reconstruction 
2530 Crystal Drive 
Arlington, Virginia 22202 

Report on the Special Purpose Financial Statement 

We have audited the accompanying Special Purpose Financial Statement of- (SPFS) and 
the related notes to the S ecial Pur ose Fina • ent), ~spect to the 
Grant Agreeme an Grants) awarded by the 
United States • • • 
(USAID/BHA) t 
throughout Afgh 

In our opinion, except for the possible effects of the matter described in the Basis for Qualified 
Opinion paragraph, the Special Purpose Financial Statement referred to above presents fairly, in 
all material respects, the respective revenue received, costs incurred, and balances for the 
indicated period of May 1, 2022 through November 30, 2023, in accordance with the terms of the 
Grants and requirements provided by the Office of Special Inspector General for Afghanistan 
Reconstruction. 

Basis for Qualified Opinion 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. Our responsibilities 
under those standards are further described in the Auditor's Responsibilities for the Audit of the 
~ Purpose Financial Statement section of our report. We are required to be independent of 
- and to meet our other ethical responsibilities, in accordance with the relevant ethical 
requirements relating to our audit. We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our audit opinion. 

We identified $387,254 in aggregated questioned costs resulting from the material weakness and 
significant deficiencies in internal controls and non-compliance with the terms and conditions of 
the Grants. The total questioned cost amount is considered material to the Special Purpose 
Financial Statement. 

Basis of Presentation and Accounting 

We draw attention to Note 1 and 2 to the Special Purpose Financial Statement, which describes 
the basis of presentation and the basis of accounting. As described in Note 1 to the Special 

- 10 -
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Purpose Financial Statement, the statement is prepared by  on the basis of the 
requirements provided by SIGAR, which is a basis of accounting other than accounting principles 
generally accepted in the United States of America. Our opinion is not modified with respect to 
this matter. 
 
Responsibilities of Management for the Special Purpose Financial Statement 
 
Management is responsible for the preparation and fair presentation of the Special Purpose 
Financial Statement in accordance with the requirements provided by the Office of the Special 
Inspector General of Afghanistan Reconstruction. Management is also responsible for the design, 
implementation, and maintenance of internal controls relevant to the preparation and fair 
presentation of the Special Purpose Financial Statement that it is free from material misstatement, 
whether due to fraud or error. 
 
Auditor’s Responsibilities for the Audit of the Special Purpose Financial Statement 
 
Our objectives are to obtain reasonable assurance about whether the Special Purpose Financial 
Statement as a whole is free from material misstatement, whether due to fraud or error, and to 
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of 
assurance but is not absolute assurance, and therefore is not a guarantee that an audit conducted 
in accordance with generally accepted auditing standards and Government Auditing Standards 
will always detect a material misstatement when it exists. The risk of not detecting a material 
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. 
Misstatements are considered material if there is a substantial likelihood that, individually or in 
the aggregate, they would influence the judgment made by a reasonable user based on the 
financial statements. 
 
In performing an audit in accordance with generally accepted auditing standards and Government 
Auditing Standards, we: 

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

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

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

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

 
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. 
 
 

-

-
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Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our reports dated 
November 27, 2024 on our consideration of  internal control over financial reporting and 
on our tests of its compliance with certain provisions of laws, regulations, terms of the Grants, 
and other matters. The purpose of those reports is to describe the scope of our testing of internal 
control over financial reporting and compliance, and the results of that testing, and not to provide 
an opinion on internal control over financial reporting or on compliance. Those reports are an 
integral part of an audit performed in accordance with Government Auditing Standards in 
considering  internal control over financial reporting and compliance. 
 
Restriction on Use 
 
This report is intended for the information of  the United States Agency for International 
Development, 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 27, 2024 

-
-

-

~UP 
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Combined 

Questioned Costs   

  Budget  Actual Budget  Actual Budget  Actual Ineligible  Unsupported  Total  Notes  

Total revenues   $20,500,000 $2,852,083 $4,500,000 $4,223,211 $25,000,000 $7,075,294 $            - $               -    $             -    (4) 

 
Costs incurred: 

 

         
 Personnel 3,647,552 837,354 809,685 549,398   4,457,237 1,386,752              -                111,801    111,801    (A) 
 Fringe Benefits 1,024,561 382,589 251,078 188,619 1,275,639 571,208              -                 127,309                 127,309    (B) 
 Travel 165,979 83,971 46,879 62,590 212,858 146,561 -    6,596    6,596    (C) 
 Supplies 2,574740 132,342 2,531,053 2,868,482 5,105,793 3,000,824              422    6,670   7,092   (D) 
 Contractual 10,098,717 1,317,223 89,351 51,699 10,188,068 1,368,922              -                 4,116         4,116   (E) 
     Other Direct Costs 675,108 354,004 264,147 271,405 939,255 625,409 346 54,624 54,970 (F) 
 Indirect Costs     2,313,343     365,130       507,807       507,807     2,821,150     872,937          38,814           36,556       75,370 (G) 

Total costs incurred $20,500,000 $3,472,613 $4,500,000 $ 4,500,000 $25,000,000  $7,972,613 $        39,582 $      347,672 $   387,254  

Outstanding fund balance $               - $  (620,530)    $               - $  (276,789)    $                 - $ (897,319)        

-



(1) 

(2) 

-• ancial Statements for Grant Agreement Nos. 
nd 

For the Period of May 1, 2022 through November 30, 2023 

Notes to Special Purpose Financial Statement1 

Basis of Presentation 

.... s 
incurred under the 

t 

ran greemen o or e peno ay , 
o c o er , . ecause the Statement presen s on y a se ec ed portion of the operations 
of- it is not intended to and does not present the financial position, changes in the net 
assets,Dr cash flows of- The information in this Statement is presented in accordance with 
the requirements spec~ SIGAR and is specific to the aforementioned Federal Grant 
Agreement. Therefore, some amounts presented in this Statement may differ from the amounts 
presented in, or used in the preparation of, the basic financial statements. 

The accompanyin 
incurred un 

anuary , . ecause e 
of the operations of- it is not intended to and does not present the financial position, 
changes in the net assets,Dr cash flows of- The information in this Statement is presented 
in accordance with the requirements spec~ SIGAR and is specific to the aforementioned 
Federal Grant Agreement. Therefore, some amounts presented in this Statement may differ from 
the amounts presented in, or used in the preparation of, the basic financial statements. 

Basis of Accounting 

-d on the Statement are reported on cash basis of accounting and presents 
amounts as presented under the terms of the Agreement. Such expenditures are recognized 
following the cost principles contained in 2 CFR 200 Subpart E, wherein certain types of 
expenditures are not allowable or are limited as to reimbursement. The Statement revenue 
corresponds to flow of funds received from USAID. 

-d on the Statement are reported on cash basis of accounting and presents 
amounts as presented under the terms of the Agreement. Such expenditures are recognized 
following the cost principles contained in 2 CFR 200 Subpart E, wherein certain types of 

1 The Notes to the Special Purpose Financial Statement are the responsibility of­
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1 The Notes to the Special Purpose Financial Statement are the responsibility of  
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expenditures are not allowable or are limited as to reimbursement. The Statement revenue 
corresponds to flow of funds received from USAID. 

 
(3)  Foreign Currency Translation Method 
 

 
For purposes of preparing the Statement, conversions from local currency to United States dollars 
were not required as all costs presented were in United States dollars and were converted in the 

  accounting system and the  accounting system when the transactions were 
recorded. 
 

 
For purposes of preparing the Statement, conversions from local currency to United States dollars 
were not required as all costs presented were in United States dollars and were converted in the 

  accounting system and the  accounting system when the transactions were 
recorded. 

 
(4)  Revenues 
 

 
Revenue is recognized on the cash basis which recognizes expenditures at the time cash is paid. 
Revenues on the Statement represent the total of funds drawn against the letter of credit for this 
Program during the audit period.  is entitled to receive these funds from USAID for 
allowable, eligible costs incurred under the grant during the period of performance. The Total 
Revenue drawdown for the audit period is $4,223,211 resulting in an outstanding fund balance of 
($276,789). 
 

 
Revenue is recognized on the cash basis which recognizes expenditures at the time cash is paid. 
Revenues on the Statement represent the total of funds drawn against the letter of credit for this 
Program during the audit period.  is entitled to receive these funds from USAID for 
allowable, eligible costs incurred under the grant during the period of performance. The Total 
Revenue drawdown for the audit period is $2,582,083 resulting in an outstanding fund balance of 
($620,530). 

 
 
 
 

-

-- -
-- -

-
-

-



(5) 

(6) 

(7) 

(8) 

-• ancial Statements for Grant Agreement Nos. 
nd 

For the Period of May 1, 2022 through November 30, 2023 

Notes to Special Purpose Financial Statement1 

(Continued) 

Costs Incurred by Budget Category 

t 

-es presented and associated amounts within the approved eighteen-month 
budget plan are detailed in the agreement. It encompasses the entire period of performance. 

-es presented and associated amounts within the approved twenty-three­
month budget plan are detailed in the agreement. It encompasses the entire period of 
performance. 

Cost Share 

- re required for this program. 

- re required for this program. 

Activity Status 

Indirect Cost 

as an approved Negotiated Indirect Cost Rate Agreement ("NICRA") allocation base 
o a costs excluding Management and General Expenses" dated May 25, 2022, which 

establishes the following indirect cost rate. 
1 The Notes to the Special Purpose Financial Statement are the responsibility of­

(Continued) 
- 16 -



Type 
Provisional 

-• ancial Statements for Grant Agreement Nos. 
nd 

For the Period of May 1, 2022 through November 30, 2023 

Notes to Special Purpose Financial Statement1 

(Continued) 

t 

Effective Period Indirect Cost Rate 
From I Through 
01 -01 -2022 I Until amended 12.72 

as an approved Negotiated Indirect Cost Rate Agreement ("NICRA") allocation base 
o a costs excluding Management and General Expenses" dated July 26, 2023, which 

establishes the following indirect cost rate. 

Effective Period 
Tvoe From I Throuah 
Provisional 01 -01 -2022 I Until amended 

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

(Continued) 
- 17 -

Indirect Cost Rate 

11 .75 
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(A) Personnel 
 

 reported a total of $1,386,752 for Personnel for the period of May 1, 2022 through 
November 30, 2023. 
 
During our audit of these costs, we noted the following: 
 

•  calculated the allocation based on budget and not actual costs incurred and did not 
provide sufficient timesheets or supporting documentation for actual costs resulting in 
unsupported Personnel costs of $111,801. See Finding No. 2024-01 in the Schedule of 
Findings and Questioned Costs section of this report. 
 

• Costs where  did not provide sufficient support. As such, we were unable to tie or 
recalculate the amount charged to the general ledger resulting in unsupported Personnel 
costs of $1,798. See Finding No. 2024-03 in the Schedule of Findings and Questioned 
Costs section of this report. Please note that of this amount $1,798 was also questioned 
in Finding 2024-01. As such, the net amount of $0 is presented as the questioned costs 
in the SPFS. 

 
• Costs charged to the Program were missing sufficient support showing that the costs are 

related to the Program. The supporting documentation provided by  referenced other 
project codes. This issue resulted in unsupported Personnel costs of $15,244. See Finding 
No. 2024-07 in the Schedule of Findings and Questioned Costs section of this report. 
Please note that of this amount $15,244 was also questioned in Finding 2024-01. As 
such, the net amount of $0 is presented as the questioned costs in the SPFS. 

 
The issues identified above resulted in total unsupported questioned Personnel costs of $111,801. 
 

(B) Fringe Benefits 
 

 reported a total of $571,208 for Fringe Benefits for the period of May 1, 2022 through 
November 30, 2023. 
 
During our audit of these costs, we noted the following: 
 

•  calculated the allocation based on budget and not actual costs incurred and did not 
provide sufficient timesheets or supporting documentation for actual costs resulting in 

-

-
-

-
-

-
-
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unsupported Personnel costs of $127,309. See Finding No. 2024-01 in the Schedule of 
Findings and Questioned Costs section of this report. 
 

•  charged unallowable costs to the Program which included rest and recuperation 
costs and payroll taxes that were charged 100% to the Program when only 50% of the 
payroll costs for these employees were allocated to the Program. This resulted in ineligible 
Fringe Benefits costs of $1,044. See Finding No. 2024-08 in the Schedule of Findings and 
Questioned Costs section of this report. Please note that of this amount $1,044 was also 
questioned in Finding 2024-01. As such, the net amount of $0 is presented as the 
questioned costs in the SPFS. 

 
The issues identified above resulted in total questioned Fringe Benefits costs of $127,309, 
consisting of $1,044 in ineligible costs and $127,309 in unsupported costs which includes the 
$1,044 in ineligible costs. 
 

(C) Travel 
 

 reported a total of $146,561 for Travel for the period of May 1, 2022 through November 30, 
2023. 
 
During our audit of these costs, we noted that costs charged to the Program were missing sufficient 
support showing that the costs are related to the Program. The supporting documentation provided 
by  referenced other project names and/or project codes. This issue resulted in unsupported 
Travel costs of $6,596. See Finding No. 2024-07 in the Schedule of Findings and Questioned 
Costs section of this report. 

 
(D) Supplies 
 

 reported a total of $3,000,824 for Supplies for the period of May 1, 2022 through November 
30, 2023. 
 
During our audit of these costs, we noted the following: 
 

•  allocated 100% of the invoice costs to the Program when the internal approval 
provided states the costs were to be split among several programs. This issue resulted in 
unsupported Supplies costs of $6,670. See Finding No. 2024-01 in the Schedule of 
Findings and Questioned Costs section of this report. 

-

-

-
-
-
-
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•  charged unallowable costs to the Program which included the loss of cash during a 

security incident in  and a tax payment that was not correctly reversed out of the 
general ledger. This resulted in ineligible Supplies costs of $422. See Finding No. 2024-
08 in the Schedule of Findings and Questioned Costs section of this report. 

 
The issues identified above resulted in total questioned Supplies costs of $7,092, consisting of 
$422 in ineligible costs and $6,670 in unsupported costs. 

 
(E) Contractual 
 

 reported a total of $1,368,922 for Contractual for the period of May 1, 2022 through 
November 30, 2023. 
 
During our audit of these costs, we noted the following: 
 

•  calculated the allocation based on budget and not actual costs incurred and did not 
provide sufficient supporting documentation for actual costs resulting in unsupported 
Contractual costs of $453. See Finding No. 2024-01 in the Schedule of Findings and 
Questioned Costs section of this report. 
 

• Costs where additional construction work not listed in the original construction contract was 
performed and did not have prior approval from  were charged to the Program. This 
resulted in unsupported Contractual costs of $3,663. See Finding No. 2024-03 in the 
Schedule of Findings and Questioned Costs section of this report. 

 
The issues identified above resulted in total unsupported questioned Contractual costs of $4,116. 

 
(F) Other Direct Costs 
 

 reported a total of $625,409 for Other Direct Costs for the period of May 1, 2022 through 
November 30, 2023. 
 
During our audit of these costs, we noted the following: 
 

•  calculated the allocation based on budget and not actual costs incurred and did not 
provide sufficient supporting documentation for actual costs. In some instances,  did 

-

- -

-
-

-
-
- -
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not provide sufficient allocation support. As such, we were unable to tie or recalculate the 
amount charged to the general ledger resulting in unsupported Other Direct Costs of 
$38,506. See Finding No. 2024-01 in the Schedule of Findings and Questioned Costs 
section of this report. 
 

• Costs where  did not provide supporting documentation to substantiate the 
percentage used to accrue audit costs to the Program and support the amounts charged 
to the general ledger. This resulted in unsupported Other Direct Costs of $4,042. See 
Finding No. 2024-03 in the Schedule of Findings and Questioned Costs section of this 
report. Please note that of this amount $1,645 was also questioned in Finding 2024-
01. As such, the net amount of $2,397 is presented as the questioned costs in the SPFS. 
 

• Costs where  did not perform procurement procedures on consultants as required 
by their procurement policy resulting in unsupported Other Direct Costs of $8,499 See 
Finding No. 2024-04 in the Schedule of Findings and Questioned Costs section of this 
report. Please note that of this amount $8,499 was also questioned in Finding 2024-
01. As such, the net amount of $0 is presented as the questioned costs in the SPFS. 
 

• Costs where  did not perform procurement procedures on a direct purchase due to 
the urgency of the request resulting in unsupported Other Direct Costs of $1,185. See 
Finding No. 2024-05 in the Schedule of Findings and Questioned Costs section of this 
report.  
 

• Costs where we identified  lack of reasonableness checks on direct purchases 
resulting in unsupported Other Direct Costs of $1,343. See Finding No. 2024-06 in the 
Schedule of Findings and Questioned Costs section of this report.  
 

• Costs charged to the Program were missing sufficient support showing that the costs are 
related to the Program. The supporting documentation provided by  referenced other 
project names and/or project codes. This issue resulted in unsupported Other Direct Costs 
of $11,595. See Finding No. 2024-07 in the Schedule of Findings and Questioned Costs 
section of this report. Please note that of this amount $402 was also questioned in 
Finding 2024-04. As such, the net amount of $11,193 is presented as the questioned costs 
in the SPFS. 
 

-

-
-
-

-
-



 
 

Financial Audit of the Special Purpose Financial Statements for Grant Agreement Nos. 
 and  

Two Grants Awarded by the United States Agency for International Development 
 

throughout Afghanistan 
 

For the Period of May 1, 2022 through November 30, 2023 
 

Notes to Questioned Costs Presented on the Special Purpose Financial Statement2 
(Continued) 

 

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

 
(Continued) 

- 22 - 
 

•  charged unallowable costs to the Program which included costs for employee 
farewell parties. This resulted in ineligible Other Direct Costs of $346. See Finding No. 
2024-08 in the Schedule of Findings and Questioned Costs section of this report. 

 
The issues identified above resulted in total questioned Other Direct Costs of $54,970, consisting 
of $346 in ineligible costs and $54,624 in unsupported costs. 
 

(G) Indirect Costs 
 

 reported a total of $872,937 for Indirect Costs for the period of May 1, 2022 through 
November 30, 2023. During our audit of these costs, we noted that  did not apply the revised 
provisional NICRA rate provided by USAID when calculating the indirect cost associated with Grant 
No.  This resulted in ineligible costs of $38,724. See Finding No. 2024-02 in 
the Schedule of Findings and Questioned Costs section of this report. 
 
In addition, the indirect costs associated with questioned costs identified in Notes A through F 
above resulted in total associated questioned indirect costs of $36,646 which includes associated 
unsupported indirect costs of $36,556 and associated ineligible indirect costs of $90. This resulted 
in total questioned indirect costs of $75,370. 

-

-

- -



Conraei) 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL 

Board of Directors 

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

We have audited, the Special Purpose Financial Statement (Statement) and related notes to the 
Statement, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing 
Standards issued b the Com troller General of the United States, by under Grant 
A reement Nos. and (Grants) in 

roug out Afghanis an or e peno o 
our report thereon dated November 27, 

2024 with a modified opinion. 

Internal Control over Financial Reporting 

In planning and performing our audit of the Special Purpose Financial Statement for the period of 
May 1, 2022 through November 30, 2023, we considered-- internal control over financial 
reporting (internal control ) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the Special Purpose Financial 
Statement, but not for the purpose of expressing an opinion on the effectiveness of 
internal control. Accordingly, we do not express an opinion on the effectiveness of 
internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a 
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable 
possibility that a material misstatement of the entity's financial statements will not be prevented, 
or detected and corrected, on a timely basis. We considered the deficiency described in the 
accompanying Schedule of Findings and Questioned Costs, as Finding 2024-01 to be a material 
weakness. 

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is 
less severe than a material weakness, yet important enough to merit attention by those charged 
with governance. We identified seven deficiencies in internal control as described in the 
accompanying Schedule of Findings and Questioned Costs, as Finding 2024-02, Finding 2024-
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03, Finding 2024-04, Finding 2024-05, Finding 2024-06, Finding 2024-07, and Finding 2024-08 
are considered to be significant deficiencies. 

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 . 

- Response to Findings 

response to the findings identified in our audit is included verbatim at the Appendix A. 
response was not subjected to the auditing procedures applied in the audit of the Special 

urpose 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-- internal control. 
This report is an integral part of an audit performed in accordance w~rnment Auditing 
Standards in considering the entity's internal control. Accordingly, this communication is not 
suitable for any other purpose. 

Restriction on Use 

This report is intended for the information of- the United States Agency for International 
Development, and the Special Inspector Gene~fghanistan 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 Afghan istan. 

~UP 
Lake Forest, California 
November 27, 2024 

(Continued) 
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Conraei) 

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE 

Board of Directors 

To the Office of the Special Inspector General for Afghan istan Reconstruction 
2530 Crystal Drive 
Arlington, Virginia 22202 

We have audited, the Special Purpose Financial Statement (Statement) and related notes to the 
Statement, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing 
Standards issued b the Com troller General of the United States by under Grant 
A and (Grants) in 

roughout Afghanis an or e peno 
our report thereon dated November 27, 

2024 with a modified opinion. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether -- Special Purpose Financial 
Statement is free from material misstatement, we performedtestsof its compliance with certain 
provisions of laws, regulations, and the aforementioned Grants, 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 eight (8) 
instances of noncompliance or other matters that are required to be reported under Government 
Auditing Standards and which are described in the accompanying Schedule of Findings and 
Questioned Costs as Findings 2024-01, 2024-02, 2024-03, 2024-04, 2024-05, 2024-06, 2024-07, 
and 2024-08. 

- Response to Findings 

response to the findings identified in our audit is included verbatim at the Appendix A. 
response was not subjected to the auditing procedures applied in the audit of the Special 

urpose Financial Statement, and accordingly, we express no opinion on it. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of compliance, and the 
results of that testing, and not to provide an opin ion on compliance. This report is an integral part 
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. 
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Restriction on Use 
 
This report is intended for the information of  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 27, 2024 
 
 
 

-
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-• ancial Statements for Grant Agreement Nos. 
nd 

For the Period of May 1, 2022 through November 30, 2023 

Schedule of Findings and Questioned Costs 

t 

Finding 2024-01: Missing or insufficient supporting documentation to support an equitable 
allocation methodology for costs charged to the Program. 

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

Condition: Conrad tested a combined 536 out of 7,742 transactions in the Personnel, Fringe Benefits, 
Supplies, Contractual and Other Direct Costs representing $3,572,257 out of a total of $6,953,114 to 
determine if the costs were reasonable, adequately supported, allowable and properly approved. 

During our testing, we identified the following: 

1) For Personnel, Fringe Benefits, Contractual and ODC costs, we noted 368 instances where -
calculated the allocation of costs based on budget rather than an equitable allocation metho~ 
- pooled the budget amounts of multiple programs into a general fund and then charged the 
programs based on the percentages calculated from the budgeted figures. This allocation procedure 
did not provide an equitable share of costs allocated to each program and was not compliant with 
federal guidelines. This resulted in $247,738 in unsupported costs. 

Cost Category Description 

Personnel 
Fringe Benefits Allocation was calculated based on 

Contractual 
budget which was not equitable 
allocation methodology. 

ODC 

Instances 

133 

229 

1 

5 

368 

Unsupported 
Costs 

$ 111,801 

127,309 

453 

8,175 

$247,738 

2) For Supplies costs, we noted one instance where - erroneously allocated 100% of the invoice 
cost to the program when the internal approval provicleclstates the costs were to be split among several 
programs. This issue resulted in unsupported Supplies costs of $6,670. 

3) For ODC costs, we also noted 21 instances where - either did not provide the support for the 
percentage of shared costs charged to the programs or thesupport provided for the percentage of shared 
costs used to charge costs to the programs was unjustified as detailed source documents were not 
provided. As such, we were unable to determine what allocation methodology was applied to these 
transactions or if they were based on budget. This issue resulted in unsupported ODC costs of $30,331. 
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In total, we noted 26 instances in ODC where  either incorrectly allocated costs or did not provide 
sufficient support to demonstrate allocated costs were consistent with the benefits received. This resulted 
in total unsupported ODC costs of $38,506. 
Criteria:  
 

 Allocation of Shared Costs Policy, Section 2 Allocation Keys, states: 
 

“Shared costs, notably the costs incurred for the base(s) that support implementation, are 
allocated using an apportionment key (fair share/simplified method) or, by exception, records of 
actual use…” 
 

 Allocation of Shared Costs Policy, Section 2.1 Allocation of incurred costs based on an 
apportionment key, states: 
 

“  allocates actual field support costs (base shared costs) to projects subject to limits set in 
the approved project workplan and within the agreed budget limits. At the time of proposal and 
grant agreement, an estimate of value was made to budget the costs, however actual expense 
and actual relative values are used when preparing the reports on usage of grant funds…” 
 
2.1.1 Timing of the share calculations 
The share calculations shall be done at the planning and proposal stage by forecasting spending 
on project and on shared costs, and revised by replacing budgets with actual spending on a month 
by month basis. The ratio will be monitored to inform base allocation in the remaining months of 
the grant to maintain a fair share ratio.” 

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

“(1) Charges to Federal awards for salaries and wages must be based on records that accurately 
reflect the work performed… 
(viii) Budget estimates .,.,(meaning, estimates determined before the services are performed) 
alone do not qualify as support for charges to Federal awards, but may be used for interim 
accounting 
purposes, provided that… 
(C) The Non-Federal entity’s system of internal controls includes processes to review after-the-
fact interim charges made to a Federal awards based on budget estimates. All necessary 
adjustment must be made such that the final amount charged to the Federal award is accurate, 
allowable, and properly allocated.” 

 
2 CFR 200.405, Allocable Costs, states in part: 
 

-

-
-
- -
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“(a) A cost is allocable to a particular Federal award or other cost objective if the goods or services 
involved are chargeable or assignable to that Federal award or cost objective in accordance with 
relative benefits received. This standard is met if the cost…(1) Is incurred specifically for the 
Federal award…  
(d) Direct cost allocation principles: If a cost benefits two or more projects or activities in 
proportions that can be determined without undue effort or cost, the cost must be allocated to the 
projects based on the proportional benefit. If a cost benefits two or more projects or activities in 
proportions that cannot be determined because of the interrelationship of the work involved, then, 
notwithstanding paragraph (c) of this section, the costs may be allocated or transferred to 
benefitted projects on any reasonable documented basis…" 
 

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. These internal controls should be in compliance with guidance in “Standards for 
Internal Control in the Federal Government” issued by the Comptroller General of the United 
States or the “Internal Control Integrated Framework”, issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (COSO); 
(b) Comply with the U.S. Constitution, Federal statutes, regulations, and the terms and conditions 
of the Federal awards; 
(c) Evaluate and monitor the non-Federal entity's compliance with statutes, regulations and the 
terms and conditions of Federal awards…” 

 
Cause:  did not follow its cost allocation policies and procedures.  stated that a manual 
cost allocation evaluation is performed at the completion of each program. Due to the tremendous effort 
and staffing requirements in conducting the evaluation, it was not feasible for  to perform the cost 
allocation evaluations on an ongoing basis.  stated that they are in the process of implementing a 
new accounting system that will perform actual allocation studies efficiently to equitably allocate shared 
costs. In addition,  did not have adequate management oversight to ensure allocated shared costs 
are properly supported by source documentation.  
 
Effect: Lack of adequate reviews of allocated shared costs and system to keep track of actual level of 
effort increases the risk that USG will overpay for work under the programs, including services that were 
never rendered, or are not related to the programs. 
 
Questioned Costs: We identified $284,739 in unsupported costs and $33,457 in associated indirect 
costs, which resulted in total unsupported costs of $318,196. 
 
Recommendation: 

-

- -- --
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(1) We recommend that  provide adequate allocation support to demonstrate that the costs 
charged were consistent with the benefits received or return $318,196 of questioned costs. 

 
(2) We recommend that  review their cost allocation methodology and process and implement 

a system that allocates costs that are equitable among different Programs rather than using budget 
as the  basis for allocating costs. 
 

(3) We recommend that  management improve their oversight of allocation studies and ensure 
that the process performed is in line with their shared costs policy. 

  
(4) We recommend that  implement additional management oversight to ensure adequate 

allocation support is maintained for shared costs charged to the Program as well as oversight over 
the shared costs process to ensure compliance with their policies and procedures. 

 
 
  

-

--
--
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Finding 2024-02: Indirect cost rate was not updated within grant agreement requirements. 

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

Condition: During our testing of Indirect Costs, did not adjust the predetermined indirect cost 
rate approved in the Grant No. modification 2, to reflect the updated provisional 
rate approved in a subsequent ego Ia e n ,rec ost Rate Agreement (NICRA). Using the subsequent 
approved provisional rates in the NICRA, we calculated the variance, and the amounts represent an over­
charge as below. 

Indirect 
Cost 

Base 
Amount 

Rate 
Applied 

Indirect 
Costs 

Revised 
Rate 

Audited IDC 
Amount 

Based on 
Revised 

Rate 

Over-charge 

2022 $2,346,767 12.72% $298,509 11.75% $275,745 $ 22,764 

2023 1,645,426 12.72% 209,298 11.75% 193,338 15,960 

Total $3,992,193 $507,807 $ 469,083 $38,724 

Criteria: 

According to Section 1.14 - Attachment 3 Standard Provisions of the Grant Agreement with 
USAID dated June 10, 2022: 

"RAA2. Indirect Costs - Negotiated Indirect Cost Rate Agreement (NICRA) (NOVEMBER 2020) ... 

(b) Provisional indirect cost rates must be established for the recipient's fiscal years during the 
term of this award. Pending establishment of revised provisional or final rates, allowable indirect 
cost will be reimbursed at the rates, on the bases, and for the periods shown in the Schedule of 
this award ... 
(e) The results of each negotiation will be set forth in a Negotiated Indirect Cost Rate Agreement 
(NICRA) signed by both parties and is automatically incorporated into this award ... 

(f) Pending establishment of final indirect cost rates for any fiscal year, the recipient will be 
reimbursed either at negotiated provisional rates or at billing rates acceptable to the AO ... " 

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 ... 

(Continued) 
- 31 -
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(b) Conform to any limitations or exclusions set forth in these principles or in the Federal award 
as to types or amount of cost items." 

Cause: - did not adjust and did not have a policy to adjust the predetermined indirect cost rate to 
the updatedprovisional rate as required by the terms of the award. 

E~ lack of a policy to adjust indirect cost rate to reflect the approved provisional rate resulted 
in~harging the U.S. Government for indirect costs. 

Questioned Costs: We identified $38,724 in ineligible costs. 

Recommendation: 

(1) We recommend that - refund $38,724 in ineligible costs to the U.S. Government. 

(2) We recommend that - develop and implement policies and procedures to ensure the 
predetermined indirectcostr8te listed in the Grant Agreements is adjusted to updated provisional 
rate or final rate. 

(Continued) 
- 32 -
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Finding 2024-03: Missing supporting documentation for cost charged to the programs. 
 
Nature of Finding: Non-Compliance and Internal Control – Significant Deficiency 
 
Condition: Conrad tested a combined 264 out of 5,883 transactions in the Personnel, Contractual and 
Other Direct Costs representing $1,305,078 out of a total of $3,381,082 to determine if the costs were 
reasonable, adequately supported, allowable and properly approved. During our testing, we noted the 
following: 
 

• Twenty-seven (27) instances in Personnel where  did not provide supporting 
documentation to substantiate the payroll corrections reflected on the employee’s pay slips and 
policies to substantiate various fringe benefits paid to employees. This issue resulted in 
unsupported Personnel costs of $1,798. 

• One (1) instance in Contractual where additional construction work not listed in the original 
construction contract was performed and  was not able to provide prior approval for the 
additional work. This resulted in unsupported Contractual costs of $3,663. 

• Three (3) instances in ODC where  did not provide supporting documentation to 
substantiate the accrual of audit costs to one of the two programs under audit. This resulted in 
unsupported ODC costs of $4,042. 

 
The issues identified above resulted in total unsupported questioned costs of $9,503. 
 
Criteria:  
 

 Finance Manual, Transactions General Principles, states in part: 
 

“All transactions should be supported by documentary evidence, which becomes part of the 
accounting records… 
 
Finance Manager reviews the expenses in Field Connect before they are posted in  at the 
mid-month posting, or at the month end closing. In case of needs in some of country Programs, 
Field Specialist review Field Connect entries to strengthen control.” 

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

“Except where otherwise authorized by statute, costs must meet the following general criteria in 
order to be allowable under Federal awards: 
(a) Be necessary and reasonable for the performance of the Federal award and be allocable 
thereto under these principles… 
(g) Be adequately documented..." 

-

-
--

-
-
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Cause:  management did not follow its finance manual to review and ensure all transactions were 
adequately supported by document evidence due to poor management oversight.  
 
Effect: Missing supporting documentation for costs charged to the programs increased the risk of the 
U.S. government overpaying for costs or paying for costs not incurred. 
 
Questioned Costs: We identified $9,503 in unsupported costs and $1,117 in associated indirect costs, 
which resulted in total unsupported costs of $10,620. 
 
Please note the amount questioned under this finding of $3,443 and the associated indirect costs of $405 
totaling $3,848 have already been questioned in Finding 2024-01. Therefore, in the SPFS presentation, 
the amount of $6,772 was questioned under this finding. However, if these costs are found to be 
supported under Finding 2024-01, then total questioned costs identified under this finding should be 
questioned and should be refunded under this finding.  
 
Recommendation: 
 

(1) We recommend that  provide sufficient documentation to support the costs incurred were 
correctly charged to the Program or return $10,620 in unsupported costs and associated indirect 
costs. 

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

to ensure management reviews all transactions to ensure supporting documentation is 
maintained.  

 
  

-

-

-
-
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Finding 2024-04: Procurement procedures were not performed on consultants in accordance with 
 procurement policy. 

 
Nature of Finding: Non-Compliance and Internal Control – Significant Deficiency 
 
Condition: Conrad tested 104 out of 2,615 transactions in Other Direct Costs representing $127,990 out 
of a total of $625,409 to determine if the costs were reasonable, adequately supported, allowable and 
properly approved. During our testing, we noted seven (7) instances where  did not perform 
procurement procedures for consultants, which resulted in unsupported ODC costs of $8,499. 
 
Criteria:  
 

 Procurement Policy, 2.1.3. Principle of Best Value for Money, states: 
 

“Best value for money” means the goods and/or services supplied should represent the required 
quantity and quality, available within the time required and at the lowest acceptable cost.  
 
This means selecting offers that present the optimum combination of factors such as appropriate 
quality, life-cycle costs, delivery time and other parameters, which can include social, 
environmental or other strategic objectives that meet the end-user needs. Best value does not 
necessarily mean the lowest price option, but rather represents the best return on the investment, 
taking into consideration the evaluation criteria in the specified solicitation documents.” 

 
 Procurement Policy, Section 4.9.3. Consultancies, states: 

 
“…  keeps a Consultants Database, but in most cases a regular procurement process is 
still required.” 

 
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 200.319, 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 

-

-
-

-

- -
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must be excluded from competing for such procurements…” 
 
2 CFR 200.404, Reasonable Costs, states in part: 
 

“A cost is reasonable if, in its nature and amount, it does not exceed that which would be incurred 
by a prudent person under the circumstances prevailing at the time the decision was made to 
incur the cost. The question of reasonableness is particularly important when the non-Federal 
entity is predominantly federally-funded. In determining reasonableness of a given cost, 
consideration must be given to… 
(c) Market prices for comparable goods or services for the geographic area. 
(d) Whether the individuals concerned acted with prudence in the circumstances considering their 
responsibilities to the non-Federal entity, its employees, where applicable its students or 
membership, the public at large, and the Federal government. 
(e) Whether the non-Federal entity significantly deviates from its established practices and 
policies regarding the incurrence of costs, which may unjustifiably increase the Federal award’s 
cost." 

 
Cause:  stated a standard recruitment process for employees was conducted on Consultants and 
therefore, no procurement was necessary. 
 
Effect: Due to the lack of procurement and competitive bidding documentation, there is a risk that U.S. 
government may have overpaid for goods and services. 
 
Questioned Costs: We identified $8,499 in unsupported costs and $999 in associated indirect costs, 
which resulted in total unsupported costs of $9,498. 
 
Please note the entire amount questioned under this finding of $8,499 and the associated indirect costs 
of $999 have already been questioned in Finding 2024-01. In addition, the amount questioned under 
this finding of $1,645 and the associated indirect costs of $193 have already been questioned in Finding 
2024-03. Therefore, in the SPFS presentation, no questioned costs were presented under this finding. 
However, if these costs are found to be supported under Finding 2024-01 and Finding 2024-03, then they 
would still be questioned and should be refunded under this finding. 
 
Recommendation: 
 

(1) We recommend that  provide support showing consulting services were properly procured, 
a reasonableness check was performed or return $9,498 in unsupported costs and associated 
indirect costs. 

 
(2) We recommend that  develop policies and procedures to ensure that when a consultant is 

recruited,  procurement policies and procedures are followed. 

-

-

-
--
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Finding 2024-05: Procurement procedures were not performed on a direct purchase. 

 
Nature of Finding: Non-Compliance and Internal Control – Significant Deficiency 
 
Condition: Conrad tested 104 out of 2,615 transactions in Other Direct Costs representing $127,990 out 
of a total of $625,409 to determine if the costs were reasonable, adequately supported, allowable and 
properly approved. During our testing, we noted one (1) instance where laptops were purchased but due 
to an urgent need for these items, procurement procedures were not performed which resulted in 
unsupported ODC costs of $1,185. 
 
Criteria:  
 

 Procurement Policy, Annex 3 “Regular Procurement Procedures”, states: 
 

“  requests, collects and compares two or more quotations from potential suppliers. (An 
insufficient number of quotes needs to be justified…)” 

 
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 200.319, 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 200.404, Reasonable Costs, states in part: 
 

“A cost is reasonable if, in its nature and amount, it does not exceed that which would be incurred 
by a prudent person under the circumstances prevailing at the time the decision was made to 
incur the cost. The question of reasonableness is particularly important when the non-Federal 
entity is predominantly federally-funded. In determining reasonableness of a given cost, 
consideration must be given to… 
(c) Market prices for comparable goods or services for the geographic area. 

-

- -
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(d) Whether the individuals concerned acted with prudence in the circumstances considering their 
responsibilities to the non-Federal entity, its employees, where applicable its students or 
membership, the public at large, and the Federal government. 
(e) Whether the non-Federal entity significantly deviates from its established practices and 
policies regarding the incurrence of costs, which may unjustifiably increase the Federal award’s 
cost." 

 
Cause: For the laptop purchase,  did not have a policy for urgent items to ensure they were still 
properly procured.  
 
 
Effect: Due to the lack of procurement and competitive bidding documentation, there is a risk that U.S. 
government may have overpaid for goods and services. 
 
Questioned Costs: We identified $1,185 in unsupported costs and $139 in associated indirect costs, 
which resulted in total unsupported costs of $1,324. 
 
Recommendation: 
 

(1) We recommend that  provide support showing the goods and services were properly 
procured, a reasonableness check was performed, or return $1,324 in unsupported costs and 
associated indirect costs. 
 

(2) We recommend that  develop policies and procedures to ensure that urgent item 
purchases follow proper procurement prior to purchase. 

 
 
  

-

-

-
-



 
 

Financial Audit of the Special Purpose Financial Statements for Grant Agreement Nos. 
 and  

Two Grants Awarded by the United States Agency for International Development 
 

throughout Afghanistan 
 

For the Period of May 1, 2022 through November 30, 2023 
 

Schedule of Findings and Questioned Costs (Continued) 
 

(Continued) 
- 39 - 

Finding 2024-06: Lack of reasonableness check for direct purchases. 
 
Nature of Finding: Non-Compliance and Internal Control – Significant Deficiency 
 
Condition: Conrad tested 104 out of 2,615 transactions in Other Direct Costs representing $127,990 out 
of a total of $625,409 to determine if the costs were reasonable, adequately supported, allowable and 
properly approved. During our testing, we noted three (3) instances where the transactions for training 
hall rental, training costs and Wi-Fi equipment were below  direct purchase threshold of $1,000. 
As such, price reasonableness checks were not conducted. This issue resulted in unsupported ODC 
costs of $1,343. 
 
Criteria:  
 

 Procurement Policy, Annex 3 “Regular Procurement Procedures”, states: 
 

 
 
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 200.404, Reasonable Costs, states in part: 
 

“A cost is reasonable if, in its nature and amount, it does not exceed that which would be incurred 
by a prudent person under the circumstances prevailing at the time the decision was made to 
incur the cost. The question of reasonableness is particularly important when the non-Federal 
entity is predominantly federally-funded. In determining reasonableness of a given cost, 
consideration must be given to… 
(c) Market prices for comparable goods or services for the geographic area. 
(d) Whether the individuals concerned acted with prudence in the circumstances considering their 
responsibilities to the non-Federal entity, its employees, where applicable its students or 
membership, the public at large, and the Federal government. 
(e) Whether the non-Federal entity significantly deviates from its established practices and 
policies regarding the incurrence of costs, which may unjustifiably increase the Federal award’s 

-

-
-
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cost." 
 
Cause:  did not have a policy in place for items under the direct purchase threshold to ensure 
these purchases were in accordance with the 2 CFR 200.404 Reasonable Costs requirement. 
 
Effect: Due to the lack of reasonableness check, there is a risk that U.S. government may have overpaid 
for goods and services. 
 
Questioned Costs: We identified $1,343 in unsupported costs and $158 in associated indirect costs, 
which resulted in total unsupported costs of $1,501. 
 
Recommendation: 
 

(1) We recommend that  provide support showing the goods and services were reasonable, a 
reasonableness check was performed, or return $1,501 in unsupported costs and associated 
indirect costs. 
 

(2) We recommend that  develop policies and procedures to ensure a price reasonableness 
check is performed on direct purchases to meet the 2 CFR 200.404 requirement.   

 
 
 
 
  

-

-

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

t 

Condition: Conrad tested a combined 277 out of 6,486 transactions in the Personnel, Travel and Other 
Direct Costs representing $273,556 out of a total of $2,158,722 to determine if the costs were reasonable, 
adequately supported, allowable and properly approved. During our testing, we noted the following 
transactions were related to other programs: 

Description 

Supporting document referenced to 
another project name and/or project 
codes 

Criteria: 

Cost Categories 

Personnel 

Travel 

Other Direct Costs 

Instances 

16 

7 

10 

33 

- Finance Manual, Transactions Dimensionality Coding, states in part 

Unsupported 
Costs 

$ 15,244 

6,596 

11,595 

$33,435 

"4.18 Project code and new FUND codes are created in-at- (based on the signed grant). 
It identifies a set of activities to be implemented in a spec/he iocation. The exactness of proj ect 
dimension coding is crucial because this is used as base for donor fund coding. " 

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

"Except where otherwise authorized by statute, costs must meet the following general criteria in 
order to be allowable under Federal awards: 
(a) Be necessary and reasonable for the performance of the Federal award and be allocable 
thereto under these principles .. . 
(g) Be adequately documented ... " 

(Continued) 
- 41 -
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2 CFR 200.405, Allocable Costs, states in part: 
  

“(a) A cost is allocable to a particular Federal award or other cost objective if the goods or services 
involved are chargeable or assignable to that Federal award or cost objective in accordance with 
relative benefits received. This standard is met if the cost… 
(1) Is incurred specifically for the Federal award; 
(2) Benefits both the Federal award and other work of the non-Federal entity and can be 
distributed in proportions that may be approximated using reasonable methods; or 
(3) Is necessary to the overall operation of the non-Federal entity and is assignable in part to the 
Federal award in accordance with the principals in this subpart… 
(c) Any cost allocable to a particular Federal award under the principles provided for in this part 
may not be charged to other Federal awards to overcome fund deficiencies…” 
 

2 CFR 200.451, Losses on other awards or contracts, states in part: 
 
“Any excess of costs over income under any other award or contract of any nature is 
unallowable… Also, any excess of costs over authorized funding levels transferred from any 
award or contract to another award or contract is unallowable…” 

 
Cause:  claimed that the reclassed costs were related to the programs. In addition,  stated 
that some costs were split between programs in order to obtain an equitable share of costs. For example, 
one shared cost would be charged 100% to one program one month and in the next month, it would be 
100% charged to a different program.  
 
Effect: Improper accounting practices and costs coded to another program cause the U.S. government 
to fund items that are not related to the Program. 
 
Questioned Costs: We identified $33,435 in unsupported costs and $3,929 in associated indirect costs, 
which resulted in total unsupported costs of $37,364. 
 
Please note the amount questioned under this finding of $15,244 and the associated indirect costs of 
$1,791 have already been questioned in Finding 2024-01. In addition, the amount questioned under this 
finding of $402 and the associated indirect costs of $48 have already been questioned in Finding 2024-
04. Therefore, in the SPFS presentation, the net amount of $19,879 was questioned under this finding. 
However, if these costs are found to be supported under Finding 2024-01 and Finding 2024-04, then they 
would still be questioned and should be refunded under this finding.  
 
 
 
 
 

-

- -



 
 

Financial Audit of the Special Purpose Financial Statements for Grant Agreement Nos. 
 and  

Two Grants Awarded by the United States Agency for International Development 
 

throughout Afghanistan 
 

For the Period of May 1, 2022 through November 30, 2023 
 

Schedule of Findings and Questioned Costs (Continued) 
 

(Continued) 
- 43 - 

Recommendation: 
 

(1) We recommend that  provide evidence and sufficient justification to demonstrate that these 
costs were 100% allowable and allocable to the programs or return $37,364, or any portion 
thereof, which cannot be supported as allocable to the programs to the U.S. government. 

 
(2) We recommend that  develop policies and procedures to ensure a clear audit trail and 

supporting documentation are maintained to prove reclassed expenses are related to the 
program. 
 

(3) We recommend that  develop policies and procedures to ensure costs split among different 
programs are consistent with the benefits received and supporting documentation shows all 
program codes related to the transactions. 

  

-

-
-
-



-• ancial Statements for Grant Agreement Nos. 
nd 

For the Period of May 1, 2022 through November 30, 2023 

Schedule of Findings and Questioned Costs (Continued) 

Finding 2024-08: Unallowable costs were charged to the programs. 

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

t 

Condition: Conrad tested a combined 376 out of 4,474 transactions in the Fringe Benefits, Supplies and 
Other Direct Costs representing $2,395,169 out of a total of $4,197,441 to determine if the costs were 
reasonable, adequately supported, allowable and properly approved. During our testing, we noted the 
following unallowable costs: 

Description 

Fringe benefits such as rest and 
recuperation costs and payroll taxes 
were 100% charged when evidence 
showed associated payroll costs 
were onl 50% char ed. 
Incorrect tax payment was identified 
by- but was not refunded to 
the ro ram. 
Costs for employee farewell parties 
were char ed to the ro ram 

Criteria: 

Cost Categories Instances 

Fringe Benefit 3 

Supplies 2 

Other Direct Costs 2 

7 

- Finance Manual, Transactions General Principles, states in part: 

Unsupported 
Costs 

$ 1,044 

422 

346 

$1 ,812 

''All transactions should be supported by documentary evidence, which becomes part of the 
accounting records ... 

Finance Manager reviews the expenses in Field Connect before they are posted in - at the 
mid-month posting, or at the month end closing. In case of needs in some of country~ grams, 
Field Specialist review Field Connect entries to strengthen control. " 

2 CFR 200.438, Entertainment costs, states. 

(Continued) 
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“Costs of entertainment, including amusement, diversion, and social activities and any associated 
costs are unallowable, except where specific costs that might otherwise be considered 
entertainment have a programmatic purpose and are authorized either in the approved budget for 
the Federal award or with prior written approval of the Federal awarding agency.” 

 
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…" 

 
2 CFR 200.405, Allocable Costs, states in part: 
  

“(a) A cost is allocable to a particular Federal award or other cost objective if the goods or services 
involved are chargeable or assignable to that Federal award or cost objective in accordance with 
relative benefits received. This standard is met if the cost… 
(1) Is incurred specifically for the Federal award… 
(3) Is necessary to the overall operation of the non-Federal entity and is assignable in part to the 
Federal award in accordance with the principals in this subpart…” 

 
Cause:  did not have adequate management oversight to ensure unallowable costs were not 
charged to the funding agency. In addition,  management was unfamiliar with the unallowable 
costs requirements in 2 CFR 200. 
 
Effect: Ineligible costs were charged to and paid by the U.S. government. 
 
Questioned Costs: We identified $1,812 in ineligible costs and $213 in associated indirect costs, which 
resulted in total ineligible costs of $2,025. 
 
Please note the amount questioned under this finding of $1,044 and the associated indirect costs of $123 
have already been questioned in Finding 2024-01. Therefore, in the SPFS presentation, the amount of 
$858 was questioned under this finding. However, if these costs are found to be supported under Finding 
2024-01, then they would still be questioned under this finding and should be refunded.  
 
 
Recommendation: 
 

(1) We recommend that  provide sufficient documentation to support that the costs incurred 
were related to the Program or return the $2,025 of ineligible costs and associated indirect costs. 

 

-

- -

-
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(2) We recommend that  develop policies and procedures to ensure sufficient management 
review of transactions so that ineligible costs are not charged to the U.S. government. 
 

(3) We recommend that  hold trainings to ensure  management and staff become 
familiar with unallowable costs requirements in 2 CFR 200. 

-

-- -



-• ancial Statements for Grant Agreement Nos. 
nd 

For the Period of May 1, 2022 through November 30, 2023 

Status of Prior Audit Findings 

t 

We requested prior audit reports, evaluations, and reviews from - SIGAR, and USAID pertaining 
to Grants activities under this audit. We identified one prior aud~which contained three 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, including discussion with-­
management, and performed testing of similar activities during our audit. We have summariZedthe 
results of our procedures below: 

1. Re ort: SIGAR 22-16 Financial Audit -

Finding 2022-01: Indirect cost rate was not updated within grant agreement requirements. The 
Auditor's testing found that the auditee did not adjust the provisional indirect cost rate approved 
in the award to reflect the updated provisional rate approved in a subsequent Negotiated Indirect 
Cost Rate Agreement (NICRA). 

Status: For the current engagement, we identified 1 instance where - did not adjust the 
provisional indirect cost rate applied to the updated provisional rate approved in a sub~ 
Negotiated Indirect Cost Rate Agreement (NICRA). As such, Conrad concluded that_ 
has not taken adequate corrective action on this finding. 

Finding 2022-02: Fines related to visas and licenses were charged to the program. The Auditor 
tested 31 samples totaling $10,159 out of a population of 157 transactions totaling $25,961 for 
the Non-Payroll Personnel Costs and 102 samples totaling $211,598 out a population of 3, 172 
transactions totaling $650,636 for Other Direct Costs to determine if the costs incurred under the 
Program were adequately supported, accurate, and properly approved. 

o In 10 out of the 31 samples tested for non-payroll personnel costs, the auditee charged 
fines related to late fines associated with visa processing of employees to the Program. 
This resulted in overcharges to USAID in the amount of $2,971 . 

o In 1 out of the 102 samples tested for the other direct costs, the auditee charged a two 
month fine related to the late renewal of a Very High Frequency ("VHF") license to the 
Program. This resulted in overcharges to USAID in the amount of $102. 

The auditee did not have policies and procedures in place to ensure its staff initiate the renewal 
process for visas and BHF licenses in a timely manner to avoid any late fines. In addition, the 
auditee did not have a procedure in place to review and exclude unallowable costs from Program 
costs. 
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Status: For the current engagement, no instances of fines related to visas and licenses were 
identified. As such, Conrad concluded that  has taken adequate corrective action on this 
finding. 

 
Finding 2022-03: Unallowable Personnel Costs Charged to the Program. The Auditor tested 325 
samples totaling $258,939 out of a population of 3,422 transactions totaling $1,914,614 for 
Personnel Costs to determine if the costs incurred under the program were adequately supported, 
accurate, and properly approved.  
 

o In 2 out of 325 samples tested, an overpayment of salary was made to each of the 
employees by error but was not refunded to the program This resulted in overcharges 
to USAID in the amount of $1,459. 

 
o In 1 out of 235 samples tested, a payment for safety compensation was made to an 

employee outside of the agreement effective dates and as such is not related to the 
Program. This resulted in overcharges to USAID in the amount of $175. 

 
The auditee stated they did not adhere to its payroll policy to perform the monthly reconciliation 
because the number of transactions to review is overwhelming and as such only performs 
reconciliation periodically. 
 
Status: For the current engagement, no instances of overpayment of salary or payments for 
safety compensations made outside of the agreement effective dates were identified. As such, 
Conrad concluded that  has taken adequate corrective action on this finding. 
 

 
 
 

-

-

-



APPENDIX A 

-Financial Audit of th~ nancial Statements for Grant Agreement Nos. 
- and 

Two Grants Awarded b the United States 

For the Period of May 1, 2022 through November 30, 2023 

Finding 2024-0:t: M i ssi n g o r in suffici en t supporting documentation t o suppo rt en e q u i t_1J_ble a llocation m eth odology 
f or costs char ged to t h e Program . 

D irect costs are linked to project(s), while sha red costs. i n caUed base costs, a re linked to base sup port 
costs. D i rect costs, once are incurred, a re a llocated to t:he donor{s) fun d i ng th£ BFPl£7 E,g. a proj!!ct is funded 
b y ECHO (60%) and soc (40%). The actual expenses tha t relate to, this project ■ ■•1■ai re allocated t o either of the two 
f unders, as per budget split at donor p roposal preparation..■■-■to not spli t each expense by apportionini;r it to all 
donors fur>ding t h e p roject.. Only i n the event of very large costs i ncu r red tor the p ro j ect, which all donors fun d i ng the 
p roject are contributing to, an a ll.ocation to multiple funder s i s booked . Hence, the allocation of costs across funders In 
co-funding p ro j ects is achi'eved on the tota l costs a llocated by cost category, as agre-ed with the donor at p ,oposa l 
stage, ,rather than at each transacti on booking. 

Sllared/base costs fall under the fai r -share calcu l ations method. The ta i r •share p r inciple is that each p ro j ect must 
Shoul der a certain a mount of base cosi,s, in a oc·at ion, based o n the weight of t!hat p roject versus the t<nal 
p r ojects implement ed i n t h at l ocati on during that month. Based on this p rincip le , the fair- Share calcu lations are 
cal cu lated m onthJy and monitored month a fter mont h . Until the new Financia l Planning & Analysis tool is rolled out in 
Q4 2025, ■■■■do,esn't have an automated syst em to ca lculate and automat:Kally reallocate a ll base costs each 
month based on, fair -share percentages across a ll donors' awards. Theref ore. during t:his t ransit:io.n tlme,■■■■µses 
tt,e fa i r -share ca lcu l ations t.o c harge base costs to eac.h donor within the fa ir ,share thr eshold by the end of the award 
period (i.e. b y the end of t h e awarn. t h e fai r share will have b een charged). 

Finclrn g 2024-02; l ndirect cost rat e was not u p d aTed within grant agreement requi rements. 

applies the NICRA p rovisional rate ret:roactively f r om the month after the one i n which the official r at:e 
document is received. 

In 'this speclfical case. the award in question was endin g tV.o months after the receipt date of the new p rovisional r ate. 
Considering that most o f ttle award ca-sh was a lread ',1 requested, t.he appllcatfon o f the new rate would have created a 
fina l report w it.h a negative amo'l.mt This was the r easo n rng behin d the lack of u pdate f o r first grant: i n t he list above. 

Fo r the 2023 awc1rd , the p rovisi o n a l rat e was u pdated in later months and r e flected to~ the entire ctirneframe. 
The refore, a[thoug h the audit spotted an overch arge o f NICRA dunng t he audited t imeframe, t h i.s was retr oactively 
cor r ected before the end of the awar d, so it is no longer t he case. So. no paybac k could be considered for an open 
award. 
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Finding 2024·03: Missing Supporting documentation for cost charged to the programs 

APPENDIX A 

1. Payroll Corrections: Payroll corrections are supported by a monthly payroll report provided by field HR 
Officer and submitted to HR Manager for the next month's payroll. The report contains information on 
new sta ff joiners, employees leaving t1,e organization, contract amendments and - importantly - the 
changes and corrections. Each field HR Officer reviews the payslips to ensure that the correct entitled 
amount is paid to the employees. The correct ion mainly addresses any incorrect amounts and amounts 
from the previous month not paid w ithin the same month but to be paid in the next month (e.g. if the 
employee starts late in the month after the payroll has been processed), changes in the allowance based 
on the approved policies). The cliecks performed by the field HR staff are designed to ensure the right 
entitled amount is paid within the approved applicable payroll policies. 

2. Additional w ork and mat erials for constructio n 
The payment made was for additional works undertaken during the originally planned rehabi litation of 
water points (the rehabilitation of which had already been approved), not for additional water points 
(which would have needed approval). 
The .idditional payment covers the fact that the contractor needed to use additional labour workforce 
and material to complete the repair of the same water points in the construction agreement. However, 
the cost of these additional workers and materials had not been captured in the original agreement. The 
need for these additional costs became known during the course of the works rather than beforehand, 
which Is why it was not shown in the ori~ s contract. Verbal agreements and whats'app voice 
messages confirm the agreement between~ ash Manager and the contractor on the extra work 
force and material being used to complete the work under the existing agreement, but unfortunately a 
formal amendment to the contract was not created. A note to file was submitted alongside the contract 
as part of the payment package to explain and justify these additional costs, given that they were 
incurred in the implementation of the agreed project activities. 

3. Accrual of Audit Costs: 
- projects .:ire tuncled by various donors ~ ire that an audit is carried out by the end of the 

proje~ mentation. Some donors require - a manage the audit on their behalf. In this last 
case, ..... elects an auditors' firm .ipproved by the donor and/or cert ified for auditing th.:it specific 
donor's award-
The cos!$ that ncurs for t he finalization of the audit are shouldered by the donor. An estimated 
cost for the audit is included in the donor budget during the proposal budget preparation. As the audit 
cost s are incurred after the closure of the award, after the final report has already been sent to the 
donor, accruals bookings are required to alloca te the estimated audit costs to the donor. 
The estimation of the audit fees is based on prior years' costs, with some buffer factored in to allow for 
additional cost fluctuation from one year to the next. For this award, estimated audit cost s are lJased on 
the 2020 audit fees from CROWE audit firm whict, audits USAID, DFID and EU awards implemented by 

The audit fees estimates are calculated based on the standard percentage of 0.126% applied to the total 
award amount net of admin. 

(Continued) 
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APPENDIX A 

Finding 2024-04: Procurement procedures were not performed on consultants in accordance wit~ 
procurement policy 

In 2018, - 11anagement decided to divide responsibil ities for service contracts between Logistics and Human 
Resources depending on the nature of the service provided. The attached memo explains the differences between a 
Special Service Agreement and a consultancy Agreement. You can see t he specificit ies in the table in t he memo below. 
The two cases that were f lagged were handled in compliance with the guidelines laid down in the memo. 

Hiring people under Special Service Agreement {SSA) is an exception. Please find attached the Guideline for Approving 
Requests to Contractua lly Work Remotely, where it is stated Iha- wants to have such workers employed under 
an Employer of Record's (EoR) contract . We also have a st r ict policy on who can be working remotely, and the cases 
identified by the audit are forme,■■■staff who qualify for the service needed. Since 2024, as made good 
improvements and have more and more people on EoR. For instance, one of the cases flagged by 
the audit find ing, is one of those who is no longer on an SSA anymore but is now on an EoR contract - does not 
have EoR in all countries; for example, in Canada, as we have only one staff member also flagged in 
the audit under this finding), she is not on an EoR cont ract yet . We follow our internal guidelines and are compliant 
w ith recruitment best pract ices. 

- has been working with 
moving to remote work, and 

since 2015 for some years in the Afghanistan Country Programme prior t o 
as been working for years in - country Programmes (st art ing from 

2003). 

Please find below the memo with the explanation table: 

To 

Emon addrca.s 

M.emo 

0111e- 06 11.2016 

Sub})ct: MonogOfl"IOt\t of Con ou11oney 
tigtel!!nu·;nt s 

-----------
-11, Cc;i'-!ntry progr~n, mon i,.gt::mc::ni, Aff\11;.tte d ilcctoQ 

l'tR ,vtl be managlno consutency aoreaments Wha1e an indh'ldual offer, th~ r services 1n ,me T hts type of agree.m ents fr,>m now on w lli be callad •Special Se.Mee Agmemenl". 

Logialica nrm•ln~ r~p,on&itle kir C-orn.ult.,ney AQ,e<em.nt& Vl'h,e,,r• •n individU4'1 or e,(,nlr• c:tor d.-liver& e prodvd or- oenn•O flHk. 

Typo: 
PtOCOC-C ownor. 
R e no ·re m ~ 

Condition. 

S eoh:u:liun Ou o uoh. 
Commitm ent: 

W <111(de1lnednv· 

Exomplo 

Spoci.;:il Sorvico Aqroo,nont Con c;ulblnc:" Aqroomont 
Hutnl:t.l'I Roc;ouioo.c Logictic-c 
lndividu•I re""-:.t e.-.d A$ consultant ln dividu,11 renistcted A$ a eo~t ont 

Revuitn1enl <>toce- P 101:u, .,1ne11l uiroc.-~ 
Provf3Jon o f t!tne C omplcfon of Cl t _.l!lk 
5 f tO"l•le1rn o r 10'1-Q•IVIIH S h0tl-101fn 
J o b O@S('IT tint! l em,g, 01 R@1@r@nc,e 

cor- Vl'Orklng (Ott'\OtOly lrom "Ol'l'IO ~=i;i~; coneuftant lo do~ cun.oy o, proYido 
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Finding 2 0 24-0S: Procure m en t p rocedures w ere not perform e d on a d irect purchase. 

APPENDIX A 

The lapt op purchase was carr ied out w ith in the framework of th~ rocurement procedures. This findi ng s eems 
to result from a misunderstanding about which - procurement route was used t o purchase the laptop. 

T he laptop was procured online b The has a different t hres hold 
for d irect purchase than ountry Programmes see Annex 1 of rocurement Guideline 6.0 and 7.0): 
Field threshold for direct purct1ase is 1000 USD;- hreshold for d i rect purchase is 2500 USO. 

Finding 20 24-06 : L.aek o f reaso nablene ss che ek for direct purcha se s, 

All the 3 instances poin ted out by the auditors a re belo~ hreshold of $1'000 for direct purchase . The­
Proc u rement Guideline (a copy of which w as submi tted ~ HA award appl ication) allows..._,:;gistics 
to proce ss Purchase Request s w ith a tota l v alue of less than $1'000 using a single quote. The transactions flagged by the 
auditors w ere conducted in co mpliance w it h t h is guidel ine. 

A lthough it is not documented i n most cases, t he buyers I in pract ice compare previous prices a nd the 
existing market p rices (offe red by other suppl iers of si m i lar products) before decidi ng to proceed w it h procure ment of 
Purchase Requests w it h v alue below $ 1' 000. If the Logistics Manager or Budget Holde r hav e doubts about the 
reasonableness of the cost , t h ey ca n stop t h e purchase by not signing off on the planned procureme nt . 

Fi n d i ng 2024-07 : Costs charge d w e re r e la t ed to other programs. 

T h e transactions related to t h ese find ings fall into several d ifferent groupings: 

Attend ance at t he annual Afghanistan BHA partner meetings, where t he-=D and PFM were invited by 
BHA to attend, and t he cost s were charged to the award. 

• Pro visio n of food f a - clinical staff w ho werel■■■l>Y the D FA in the course of their duties w orking at 
a SHA-supported h ealth faci lity and held for several days. (In Afghanistan no food is p rov ided in detention 
facil ities). 

Cost of prov iding IMNCI train ing for - cli n ical staff working w ho w ere delivering these se rvices to 
beneficiaries under the BHA aw ard. 

Rental payment for a sub- base in f rom which BHA award activ ities w ere to 
However, wit hin t he first few months of t he project, the location had to be changed due to 
being transferred to a d ifferent province by the de facto authorit ies. (At this point the rent a l cont ract was 
ended). 

mplemented a new f inancial system, which led t o a change o f proj ect code from it 
appears that this has led t o sev eral trans actions being questi oned. 

There are t w ~ ts for information managem e nt servi ces from--M shared service centre . These 
cost s e nable~ o set-up the M EA L d ashboard for the BHA-funded p ro j ect needed to t rack indicat ors for 
p roject managem e nt and donor re porting . 

T here are also severa l shared costs that appear under t his section of the audit report - e .g. t he cost of bank 
transfers between t he capital base and a locat ion where SHA -funded activities were being implemented. 

11111111111111.pproach is to charge a reasonable share of these costs to each applicable donor over t he course of 
~ d rather than t o sp lit every transaction across several different donors. 

(Continued) 
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• The remaining lines appear to relate to r e classes between two diffe rent BHA-funded aw a rds. 

APPENDIX A 

o Redassificat ion (reclass) occur when t h ere are transactions w ith wrong dimensions (such as wrong GL 

Account Codes, Award, or project number) that need to be modif ied o r corrected, or where t here is an 
incomplete or unclear description to be changed, etc. Reclass is done using the same t ransaction date, so as 
to ensure the same exchange rate is applied - so the same document date and posting date are used as in 
the ini t ial transaction. The period i s based on the period in which the reclass t ransaction is posted into the 
accounting system. All reclass must be approved via emai l before posting. If there is a change r equest f o r 
sector, p roject o r aw a rd, approval is required from the budget holder of the budget t o which the 
transaction is to be reclassed. 

Prior to reclass, the Finance Partner checks to ensure costs a re e l igible t o charge, based on the donor 
award agreement and compl iance documents, the award implementation period, the cost being wit hin 
budget avai labi lity and having appropr iate approval. 

The attachment and the email approval need to be saved in SharePoint as reference to the r eclassificat ion 
for audit purposes. 

Fin d in g 20 24-08: U nallowable co sts w ,ue charged to t h e p rog r ams . 

• Fringe ben efit $: 

o Rest & Recuperation: R&R allow ance for the emplo yee wor king directly for the BHA funded project is 100% 
al located to the BHA award, but for those staff shared across different p rojects or sectors, R&R costs a re 
al located based on the available budget amount under each project/award.- nt il the new FP&A tool 
is rolled out in Q 4 2025, doesn't have an adequate system to calculat~ tomatically reallocate, 
monthly, a ll costs based on fair-shar e percentages across a ll donors' awards. 

o Payroll Tax: Previously payroll taxes w ere charged based on the available budget amount under each aw ard 
covering t he specific role wi thin the proj ect or base- has since improved the payroll tax a llocation 
process where the allocations are based on the fund matrix and the employee labour report to allocate the 
correct percentage to each donor. 

• Incorrect t a x pa y m ent 

o The transaction number 110000037378 under Supplies -- p.9 is a wrong booking that was made in 
the field. Initially the pdf was o pened for the refer ral contribution for a sick patient (support for referra ls is 
an activity covered under award) . However, but the cash was lost by the payment disbursement 
r equester due to the security i n cident h ighlighted in t he f i le note attached to the payment documents. T he 
pdf was recorded with the initial description (pat ient referral) rather than t he revised description on the 
pdf which w as approv ed by the budget holder (cash loss). Normal ly the entry posted into the system or 
expense sheet is checked by t he Project Support Manager i n t he field, but due to a gap during staff 
transition, it appears t hat th is error was unfortunately not identified at the t ime. 

~ as since put in place internal control processes whereby we have dual signature approval, review 
of f inancial documents is done by both the budget holder and the finance department , and post ing into the 
system is initiated by the finance officer but approv ed by the finance manager. 

- oncurs with the USO 202.34 disallowance. 

(Continued) 
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APPENDIX A 

o Initia l ly the payment was made to the supplier on 12/ 10/ 2024 under t ransaction number (110000048831 & 
110000048832) booking the payment (gross amount) as debit and t ax amount as (credit) 24400. Only the 
net amount was paid to the supplier. 

later the payment w as rejected by t he s ~ nk as the account provided by the supplier w as inactive . 
The payment w as then credit ed back tollllllllllllaccount . The reversal w as posted using the net amount 
showing on the bank statement, rather than reversing the complete transaction amount that w as i nit ially 
posted in the system that reflect ed t he tax amount. 

- has since put in place a workflow in the new accounting system whereby entries made by the 
finance officer are reviewed and approved by the finance manager to ensure correctness and 
complet eness. 

- oncurs with the USO 219.49 disallowance. 

• Cost of em ployee farew ell pa rty : 

o The cost reported under transaction number ODC 

~ -3 is a cost associated with staff members w ho were involved in management and oversight of the 
BHA project (Deputy Country Di rector and Project Manager). The farew ell w as to appreciate the staff 
member for the valuable contribution they made to the project. 

The management concurs with this finding and w i ll be organising more regular grant awareness trainings 
for the entire team involved in t he BHA proj ect to refresh them on al lowable costs and the related BHA 
requirements. 

(Continued) 
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Included on the following pages are the auditor’s rebuttals to  responses received to the findings 
identified in this report. 
 

(1) Finding 2024-01: 
 

•  explained that direct costs are allocated to donors funding a project based on the budget 
split agreed upon at the proposal stage. Costs are not apportioned transaction by transaction 
unless they represent significant expenses shared among all donors funding the project. 

•  stated that shared/base costs are allocated using a “fair-share” principle, where each 
project is charged a proportion of shared costs based on its relative weight of each project versus 
the total projects implemented in that location during a given month. . 

•  acknowledged that until the planned rollout of a Financial Planning & Analysis tool in Q4 
2025, there is no automated system to allocate base costs monthly. Instead, manual fair-share 
calculations are performed each month, with the total allocation reconciled within the fair-share 
threshold by the end of the award period. 

•  asserted that its methodology complies with donor agreements by focusing on total cost 
allocation by category, rather than individual transaction-level apportionment. 

Auditor Rebuttal: 
 

•  did not explicitly state whether they agreed or disagreed with the finding. Although  
provided an explanation of its allocation methodology and acknowledged limitations, its reliance 
on manual calculations increases the risk of potential errors or inequities in the allocation of 
shared costs. 

•  response did not include supporting documentation to demonstrate the accuracy or 
consistency of its fair-share calculations or evidence that costs are equitably allocated across 
donors during the award period. 

• While  proposed rollout of an automated system in Q4 2025 may address these concerns 
in the future, the absence of an automated solution in the interim leaves gaps in internal controls 
over cost allocations. 

As such, our finding and recommendations remain unchanged. 
 

-

-------------,---------

-
-
-
-
-
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(2) Finding 2024-02: 
 

•  explained that it applies the NICRA provisional rate retroactively starting from the month 
following the receipt of the official rate document. 

• For the award in question, the new provisional rate was not updated because the award was 
nearing its end and the majority of funds had already been requested.  stated that applying 
the new rate would have resulted in a negative balance in its final financial report to USAID. 

• For the 2023 award,  updated the provisional rate in subsequent months, applying it 
retroactively for the entire award timeframe.  clarified that although the audit identified an 
overcharge of NICRA during the audited period, this was corrected retroactively before the end 
of the award period, eliminating the overcharge. 

•  asserted that because the overcharge was corrected during the open award period, no 
payback is applicable. 

Auditor Rebuttal: 
 

•  did not explicitly state whether they agreed or disagreed with the finding. While  
provided a rationale for not updating the NICRA rate for one award and explained the retroactive 
correction for the 2023 award, this does not align with grant agreement requirements to apply 
updated rates promptly. 

• The decision not to apply the updated rate for the first award due to concerns over a negative 
final balance raises questions about compliance with grant agreement terms and the transparency 
of indirect cost allocations. 

• Although  asserted that the overcharge was corrected, evidence supporting the corrected 
overcharge was not provided.  As such, we cannot conclude if the overcharge was actually 
corrected. 

As such, our finding and recommendations remain unchanged. 
 

(3) Finding 2024-03: 
 

• Payroll Corrections:  explained that payroll corrections are documented through a 
monthly payroll report submitted by field HR Officers to HR Managers. These reports include 

-

-
-

-- -
-
- -
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updates on staff changes, contract amendments, and corrections, such as adjustments for 
employees joining mid-month or changes in allowances per policy. Field HR staff are tasked with 
reviewing payslips to ensure accurate payment is in line with approved payroll policies. 

• Additional Work and Materials for Construction :  stated that additional 
payments were made for unforeseen labor and material costs required to complete the 
rehabilitation of water points under the original construction agreement. These costs were not 
included in the initial contract because they arose during the project.  acknowledged that 
while verbal agreements and WhatsApp voice messages confirmed the agreement between the 
Wash Manager and the contractor, no formal contract amendment was prepared. A note to file 
was included in the payment package to justify these costs. 

• Accrual of Audit Costs:  explained that audit costs are typically estimated during budget 
preparation, based on prior audit expenses, and allocated to donors through accruals, as these 
costs are incurred after award closure. For this award, the audit cost estimation was based on 
2020 fees from Crowe audit firm, calculated as a standard percentage (0.126%) of the total award 
amount, excluding administrative costs. 

Auditor Rebuttal: 
 
While  provided explanations for the three issues, these do not fully address the gaps in supporting 
documentation: 
 

• For payroll corrections,  described internal processes but did not provide documentation 
that demonstrates compliance with these processes or verifies corrections for the audited 
transactions. 

• The additional work and materials for construction lacked formal contract amendments, which are 
necessary to justify additional payments in alignment with procurement and contract management 
policies. Notes to file and verbal agreements do not suffice as adequate documentation. 

• The accrual of audit costs relies on estimates and historical data, but the audit could not verify 
whether these estimates were accurate or whether actual costs were reconciled with donors as 
required. 

As such, our finding and recommendations remain unchanged. 
 

-

---------------

--
-
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(4) Finding 2024-04:  
 

•  explained that since 2018, the responsibility for service contracts has been divided 
between Logistics and Human Resources based on the nature of the service.  provided a 
memo distinguishing between Special Service Agreements (SSAs) and Consultancy Agreements 
and asserted that the flagged cases adhered to these internal guidelines. 

•  noted that SSAs are used as an exception and explained that both individuals flagged in 
this finding were long-term former  staff who fulfilled specific service needs.  
highlighted that efforts have been made to transition more workers to Employer of Record (EoR) 
contracts. 

•  claimed compliance with internal guidelines and recruitment best practices but did not 
provide procurement documentation for the consultants identified in the audit. 

Auditor Rebuttal: 
 
Although  described internal guidelines and efforts to improve compliance, the lack of procurement 
documentation for the consultants raises significant concerns: 
 

•  response did not include evidence of a competitive procurement process or 
documentation to demonstrate compliance with its procurement policy, particularly with Section 
4.9.3, which requires procurement processes for consultants even when using the Consultants 
Database. 

• The absence of competitive bidding or a documented reasonableness check undermines the 
assurance that costs incurred were reasonable, allowable, and represented best value for the 
U.S. government. 

•  reliance on internal memos and exceptions does not sufficiently address the 
requirements outlined in its Procurement Policy or federal regulations, such as 2 CFR 200.319, 
which mandates full and open competition in procurement processes. 

As such, our finding and recommendations remain unchanged. 
 
 
 
 

-

----------------
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(5) Finding 2024-05:  
 

 explained that the laptop was procured through its ), which 
operates under a higher direct purchase threshold ($2,500) compared to the field threshold 
($1,000).  attributed the finding to a misunderstanding of these thresholds and asserted 
that the purchase complied with  procurement procedures. 

 
Auditor Rebuttal: 
 
While  highlighted the different thresholds for direct purchases, the procurement policy still 
requires steps such as collecting quotations or justifying sole-source purchases.  did not provide 
documentation demonstrating these steps were taken. Compliance with federal regulations necessitates 
promoting competition and ensuring reasonableness for all transactions. Without evidence of adherence 
to these principles, the purchase remains unsupported. As such, our finding and recommendation remain 
unchanged. 
 

(6) Finding 2024-06:  
 

 stated that the three transactions associated with this finding were under its $1,000 
threshold for direct purchases and complied with its Procurement Guideline, which permits 
processing such purchases with a single quote.  further explained that, while not always 
documented, its Logistics team informally compares market prices before approving purchases 
under $1,000 and that oversight by the Logistics Manager or Budget Holder ensures costs are 
reasonable. 

 
Auditor Rebuttal: 
 
While  policy allows single quotes for direct purchases under $1,000, federal regulations require 
evidence of reasonableness to ensure compliance with cost principles.  did not provide 
documentation to substantiate its informal market price comparisons or other steps taken to verify the 
reasonableness of the flagged costs. This lack of documentation undermines assurances of compliance 
with federal standards. As such, our finding and recommendations remain unchanged. 
 

(7) Finding 2024-07:  
 

 provided explanations for the flagged transactions, grouped into several categories: 
 

-

_______ 1 ________ _ 

- - -
- -
- -
- -
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• Afghanistan BHA partner meetings:  staff attended at BHA’s invitation, and costs 
were charged to the award. 

•  clinical staff food provision: Costs covered meals for staff  by authorities 
while working at BHA-supported facilities. 

• IMNCI training: Provided to clinical staff delivering services under the award. 

• Sub-base rental in  Initially rented for BHA activities but ended early due to 
operational changes mandated by local authorities. 

• Financial system implementation: Errors linked to project code changes from  to 
 led to questioned costs. 

• Information management services: Costs for the IM shared service center helped set up 
the MEAL dashboard for tracking BHA-funded project indicators. 

• Shared costs: Bank transfers and other shared expenses were allocated across multiple 
donors using a reasonable cost-share approach. 

• Reclassified transactions: Adjustments to correct coding errors or update descriptions were 
done with documented approvals and saved for audit purposes. 

Auditor Rebuttal: 
 
While  offered explanations, these explanations were insufficient to support the allocability of the 
questioned costs included in this finding. Additionally,  did not provide any new supporting 
documentation to substantiate these costs as allowable.   Without clear evidence and audit trails to 
substantiate the allocability of these costs, our finding and recommendations remain unchanged. 
 

(8) Finding 2024-08:  
 

 provided the following explanations for the flagged costs: 
 

• Fringe Benefits: 

o Rest & Recuperation (R&R): R&R costs for employees directly working on the BHA-
funded project were allocated 100% to the BHA award. For shared staff, costs were 
allocated based on available budget amounts, as  currently lacks a system to 

-

- -- -
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automatically calculate fair-share percentages. A new FP&A tool is planned for Q4 
2025 to address this gap. 

o Payroll Tax: Previously allocated based on available budget, the process has since 
been improved to use fund matrices and labor reports for accurate allocations. 

• Incorrect Tax Payments: 

o One error occurred due to a description mismatch during field-level transactions and 
staff transition gaps, resulting in improper classification.  stated it has enhanced 
controls, including dual approvals and finance manager oversight. 

o A second error involved a tax payment reversal where only the net amount was 
refunded.  has implemented stricter workflows in the new accounting system to 
prevent such errors.  agreed with the disallowance of $421.83. 

• Employee Farewell Parties: 

o Costs for farewell events for staff involved in the BHA project were charged to the 
program.  agreed with the disallowance of $346 and committed to regular grant 
awareness training to prevent similar occurrences. 

Auditor Rebuttal: 
 
Despite  responses and process improvements, the questioned costs remain unallowable 
under 2 CFR 200 due to lack of evidence proving allocability or compliance with federal regulations. 
Without sufficient documentation or a clear audit trail, the finding and recommendations remain 
unchanged.  

-

-

-
--
-
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