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WHAT THE AUDIT REVIEWED
On september 13. 2019. the U.S. Agency for
International Development (USAID) awarded
a $3,500.000 grant to

conflict-affected areas of eastern
Afghanistan. The Objectives of the program
were to reduce morbidity and mortality of
conflict affected pQpulation. and to improve

performance for the grant was October 1.

2019, through September 30, 2020.
SIGAR's financial audit. performed by
COnrad LLP (Conrad) reviewed $3.500,000
in costs charged to the agreement from
October 1, 2019, through September 30,
2020. The objectives of t he audit were to
(1) identify and rePort on material
weaknesses or significant deficiencies in
internal controls related to the
agreement ; (2) identify and report on
instances of material noncompliance with
the terms of t he agreement 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 f air presentation
of Special PurPose Financial
Stat ement (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 t o
review the work performed. Accordingly,
SIGAR oversaw the audit and reviewed its
results. SIGAR's 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.

USAID's Integrated Emergency
Program in Confli Costs Incurred by

SIGAR 22-18-FA

WHAT SIGAR FOUND
Conrad ident ified two significant deficiencies and one material weakness ininternal controls. and t hree instances of noncompliance wit h the terms of the
agreement. For example. based on 317 transactions the auditors tested. tlley
found t hat .
used f unding from diffe rent programs to pay for certain shared
costs. including salaries. wit hout reviewing t he costs for accuracy, and that
was unable to demonstrate t hat it had a reasonable and equitable allocation
methodology to properly charge shared costs across programs. Conrad also
tested 61 direct cost transactions. a nd f ound t hat.
was unable t o provide
sufficient documentat ion t o demonst rat e t he costs were allowable under the
program and federal regulations. In addit ion, the auditors found 26 instances in
whicl1.
did not follow t he agreement requirements to check vendors or
individuals against exclusion lists prior to making a payment for goods or services.

•

Because of the significant deficiencies in internal controls. and instances of
noncompliance. Conrad identified $261.140 in total questioned costs. The
questioned costs consist ed of $255,284 unsupported costs-<:osts not supported
with adequate document ation or t hat do not have required prior approval-and
$5,856 ineligible costs-<:osts prohibited by t he agreement or applicable laws and
regulations.

category
Personnel Salary
Overseas Allowance
Travel and Transport
Other Direct Costs
Marketing
Audits
Indirect Costs
Total costs

Ineligible

UnsuppQrted

Total Questioned costs

$0
$0
$0
$5,492
$0
$0
$364
$5,856

$189,394
$3,181
$8,976
$5,379
$21,986
$10,494
$15,874
$255,284

$189,394
$3,181
$8,976
$10,871
$21,986
$10.494
$16,238
$261,140

Conrad ident ified two prior audit reports t hat were relevant to grant . The
reports had three f indings that could have a material effect on t he SPFS and other
f inancial data t hat are significant t o this audit's objectives. Conrad conducted
follow-up procedures and concluded that
had taken adequate correction
action on two of t he three fi ndings. The one unaddressed find ing related t o noncompliance wit h U.S. government regulat ions on terrorism watch list. which
occurred again under t l1is audit .

•

Conrad issued a modified opinion on costs identified during t his audit.

SPFS because of mat erial quest ioned

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

i

Determine the allowability of and recover. as appropriate. $261,140 in
questioned costs ident ified in the report.

2.

Advise•

to address the report's three internal control findings.

3.

Advise.

to address t he report's three noncompliance fi ndings.

For more information, contact SIGAR Public Affairs at (703) 5 45-5974 or sigar.pentagon.ccr.mbx.public-affairs@mail.mil.

@ s1GAR I

Office of the Special Inspector Genera l
for Afghanistan Reconstruction

April 14, 2022
The Honorable Samantha Power
Administrator, U.S. Agency for International Development
Mr. Peter Duffy
USAID Mission Director for Afghanistan

We contracted with Conrad LLP (Conrad) to audit the costs incurred by the
under a grant agreement from the U.S. Agency for International Development to support an integrated emergency
program in conflict-affected areas of eastern
Afghanistan.1 The objectives of the program were to reduce morbidity and mortality of conflict affected
populations, and to improve
. Conrad reviewed $3,500,000 in costs charged to the agreement from October 1, 2019,
through September 30, 2020. 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 agreement officer at USAID:
1. Determine the allowability of and recover, as appropriate, $261,140 in questioned costs identified in
the report.
2. Advise
to address the report’s three internal control findings.
3. Advise
to address the report’s three noncompliance findings.

-

Conrad discusses the results of the audit in detail in the attached report. We reviewed Conrad’s report and
related documentation. Our review, as differentiated from an audit in accordance with U.S. generally accepted
government auditing standards, was not intended to enable us to express, and we do not express, an opinion on
Special Purpose Financial Statement. We also express no opinion on the effectiveness of
internal
control or compliance with the agreement, laws, and regulations. Conrad is responsible for the attached auditor’s
report and the conclusions expressed in it. However, our review disclosed no instances in which Conrad did not
comply, in all material respects, with generally accepted government auditing standards issued by the Comptroller
General of the United States.

-

1111

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

John F. Sopko
Special Inspector General
for Afghanistan Reconstruction

(F-217)
1

The agreement number is
1550 Crystal Drive, 9th Floor
Arlington, Virginia 22202

.
Mailing 2530 Crystal Drive
Arlington, Virginia 22202-3940

I

Tel 703 545 6000

www.sigar.mil

Financial Audit of Costs Incurred Under
Agreement No.
Awarded by the
United States Agency for International Development’s Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of U.S. Foreign Disaster Assistance
(“USAID/DCHA/OFDA” or “USAID”), for Integrated Emergency
response in Conflict-Affected areas of Afghanistan’s Eastern
Region (“Program”)
For the Period of October 1, 2019 through September 30, 2020
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Conrad
March 7, 2022
Board of Directors

Special Inspector General for Afghanistan Reconstruction ("SIGAR")
Arlington, VA

Conrad LLP (referred to as "Conrad" or "we") hereby provides to ou our final re ort, which reflects results
from the procedures we completed during our audit of
S ecial
Purpose Financial Statement ("SPFS") for costs incurre un er greemen
o.
("Agreement") awarded by the U.S. Agency for International Development's Democracy, on Ic , an
Humanitarian Assistance Bureau and Office of U.S. Foreign Disaster Assistance ("USAID/DCHA/OFDA" or
"USAID"), to contribute to the reduction in morbidity and mortalit amon conflict affected o ulations of
Eastern Af hanistan, hereafter called the Integrated Emergency
response in Conflict-Affected areas o
t rough September 30, 2020.
On December 23, 2021, we provided SIGAR with a draft report reflecting our audit procedures and results.
received a copy of the report on February 11, 2022 and provided written responses subsequent
thereto. These responses have been considered in the formation of the final report, along with the written
and oral feedback provided by SIGAR a n d - - responses and our corresponding auditor analysis
are incorporated into this report follow ing ouraucffl'reports.
Thank you for providing us the opportunity to work with you and conduct the audit of this Agreement.
Sincerely,

Sam Perera , CPA, CFE, CITP , CGMA
Partner

23161 Lake center Dnve. Suite 200, Lake Forest. CA 92630 •

T: (949) 552•7700 • www.conraaUp.com

Financial Aud it of Costs Incurred Under
Agreement No.Awarded by the U.S. Agency for lnternat~ D e m o c r a c y, Conflict, and
Humanitarian Assistance Bureau and Office of Forei n Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas of Afghanistan's Eastern Region
For the Period of October 1, 2019 through September 30, 2020
Background

The objectives of the Agreement are:
1. To contribute to a reduction in the morbidi
the provision of
the Eastern provinces m

of conflict affected populations through
and in conflict affected areas of

2. To contribute to a reduction in morbidity and mortality through
in conflict affected and underserved areas of the
rotective environments through the provision of •
and strengthening of the referral mechanism.

As detailed in the Summary of Agreement on the next page, the approved budget totaled
$3,500,000. There were no modifications made to the original award to increase the total funding
or extend the period of performance. See Summary of Agreement on the next page.
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Financial Aud it of Costs Incurred Under
Agreement No.Awarded by the U.S. Agency for lnternat~
Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Forei n Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas of Afghanistan's Eastern Region
For the Period of October 1, 2019 through September 30, 2020
Summa~ of Agreement
Original

As Modified

Agreement No.
Cost($)

Start

End

No. of
Modifications

Total Final
Budget($)

End

$3,500,000

10/01/ 19

09/30/20

None

No Change

No Change

Work Performed
Conrad LLP ("Conrad") was engaged by the Office of the Special Inspector General for Af- anistan
Reconstruction "SIGAR" to conduct a financial audit of the Agreement, as mentioned above, of
Special Purpose Financial Statement ("SPFS") for costs incurred un er e
rogram a Ing
, 00 for the period October 1, 2019 through September 30, 2020.

Objectives, Scope, and Methodology
Audit Objectives
The objectives of the audit of the aforementioned Agreement include the following:
•

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

•

Internal Controls - Evaluate and obtain a sufficient understand ing ofinternal controls related
to the Agreement, assess control risk, and identify and report on signfflcant deficiencies including
material internal control weaknesses.

•

Compliance - Perform tests to determine whethercomplied, in all material respects, with the
Agreement requirements and applicable laws and regWations and identify and report on instances
of material noncompliance with terms of the Agreement and applicable laws and regulations,
including potential fraud or abuse that may have occurred.

•

Corrective Action on Prior Findings and Recommendations - Determine and report on whether
•
has taken adequate corrective action to address findings and recommendations from

costs

(Continued)
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Financial Audit of Costs Incurred Under
Agreement No.
Awarded by the U.S. Agency for International Development’s Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Foreign Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas of Afghanistan’s Eastern Region
For the Period of October 1, 2019 through September 30, 2020
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 October 1, 2019 through
September 30, 2020 totaling $3,500,000 under the Agreement. Our testing of the indirect cost 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 August 9, 2020 with representatives of
, Conrad, SIGAR, and
USAID 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:


• •

-

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

Agreement;
Any regulations that are specific to the Agreement’s requirements;
Audited financial statements;
Previous audit reports; and
Other internal audit reports.

(Continued)
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Financial Audit of Costs Incurred Under
Agreement No. 7
Awarded by the U.S. Agency for International Development’s Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Foreign Disaster Assistance
Supporting the Integrated
response in
Conflict-Affected areas of Afghanistan’s Eastern Region
For the Period of October 1, 2019 through September 30, 2020


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

Special Purpose Financial Statement
In reviewing the SPFS, we performed the following:


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



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



Traced receipt of funds to the accounting records;



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



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



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

Internal Controls Related to the Agreement

-

-

We reviewed
internal controls related to the Agreement to gain an understanding of the
implemented system of internal control to obtain reasonable assurance of
financial reporting
function and compliance with applicable laws and regulations. This review was accomplished through
interviews with management and key personnel, reviewing policies and procedures, identifying key
controls within significant transaction cycles, and testing those key controls.
Compliance with Agreement Requirements and Applicable Laws and Regulations

•

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

(Continued)
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Financial Audit of Costs Incurred Under
Agreement No.
Awarded by the U.S. Agency for International Development’s Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Foreign Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas of Afghanistan’s Eastern Region
For the Period of October 1, 2019 through September 30, 2020
Corrective Action on Prior Findings and Recommendations

•

-

We requested from
to identify previous engagements that could have a material effect on
SPFS. In addition, we 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, we 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 28.

-

Exit Conference

•

An exit conference was held on December 17, 2021, via conference call. Participants included
representatives from Conrad,
SIGAR, and USAID. 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’s results in their entirety.
Auditor’s Opinion on the SPFS
Conrad issued a modified opinion on the fairness of the presentation of the SPFS due to identified
$261,140 in questioned costs which are material to the SPFS.
We identified $261,140 in total questioned costs, which comprised of $5,856 in ineligible costs and
$255,284 in unsupported costs. Ineligible costs are explicitly questioned because they are unreasonable,
prohibited by the Agreement’s provisions or applicable laws and regulations, or not related to the
Agreement. Unsupported costs are not supported with adequate documentation or did not have required
prior approvals or authorizations.

-

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.

(Continued)
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Financial Aud it of Costs Incurred Under
Agreement No.Awarded by the U.S. Agency for lnternat~
Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Forei n Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas of Afghanistan's Eastern Region
For the Period of October 1, 2019 through September 30, 2020
Internal Control Findings
Our aud it identified three internal control findings. One internal control finding is considered to be a
material weakness and the other two internal control findings are considered to be significant deficiencies.
See Independent Auditor's Report on Internal Control on page 16.
Compliance Findings
The results of our testing identified three instances of noncompliance. See the Independent Auditor's
Report on Compliance on page 18.
In performing our testing, we considered whether the information obtained during our testing resulted in
either detected or suspected material fraud, waste, or abuse, w hich would be subject to reporting under
Government Auditing Standards. Evidence of such items were not identified during our testing.

Finding
Number

Nature of
Finding

Matter

2021 -01

Material
weakness in
internal control
and
Noncompliance

Costs were charged
to the program
based on budget
estimates.

2021 -02

Significant
deficiency in
internal control
and
Noncompliance

2021 -03

Significant
deficiency in
internal control
and
Noncompliance

Exclusion list checks
were not performed
prior to conducting
business with some
vendors or
individuals.
Costs were not
supported with
sufficient
documentation to
determine cost
allowability.

Total Questioned Costs

(Continued)
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Ineligible
Costs

Unsupported
Costs

Cumulative
Questioned
Cost

$0

$255,194

$255,194

$0

$0

$255,194

$5,856

$90

$261 ,140

$5,856

$255,284

$261 ,140

Financial Aud it of Costs Incurred Under
Agreement No.Awarded by the U.S. Agency for lnternat~
Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Forei n Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas of Afghanistan's Eastern Region
For the Period of October 1, 2019 through September 30, 2020
Review of Prior Findings and Recommendations
Based on our request and search of prior engagements pertinent to activities under the Agreement.
We identified two prior audit reports that contained three findings thatcould have a material effect on the
SPFS or other financial data significant to the audit objectives. We conducted follow-up procedures which
included a discussion with the management, reviewing evidence of revised policies and procedures or
other applicable recommended actions, and perfor. in tests of the similar areas surrounding these
issues during our current audit. Based on our review,
had taken adequate corrective actions on two
of the three findings and did not take adequate correc 1ve action on one finding . See Status of Prior Audit
Findings on page 28 for a detailed description of the prior findings and recommendations.

Summary of

Responses to Audit 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 at the Appendix A starting at page 30 of this
report.

(1) Finding 2021-01: ! kid not accept the auditor's recommendation and noted that the
methodology used by
also indicated tha
~ hodology.

has been reviewed by other auditors and by USAID for many years.
ey allocated administrative costs to each donor using an equitable

(2) Finding 2021-02: •
agreed with the recommendation to update its procurement practice to
adhere to its anti-terrorism policy for any collaborators .•
is currently reviewing its anti-terrorism
framework to ensure all vendors and owners are screenea regularly throughout the procurement
contract, before and between payments.
(3) Finding 2021-03: agreed with the portion of this finding related to the selection of a vendor
that was not part oTthe procurement process, provided additional documentation for one travel
transaction and one other direct costs transaction, and disagreed with the rest of this finding.

(Continued)
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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 Consolidated Special Purpose Financial Statement

We have audited the accompanying Special Purpose Financial Statement o f - - - - - - - and the related notes to the Special Purpose Fin a n c i ~
~ e nt No.- - - - ("Agreement") awarded by the U.S. Agency for
International Development's D ~ n d Humanitarian Assistance Bureau and Office
of U.S. Foreign Disaster Assistance ("USAID/DCHA/OFDA" or "USAID"), for the period of October
1, 2019 through September 30, 2020.
Management's Responsibility for the Consolidated 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 ("SIGAR"). Management is also responsible for
the design, implementation, and maintenance of internal controls relevant to the preparation and
fair presentation of the Special Purpose Financial Statement that is free from material
misstatement, whether due to fraud or error.
Auditor's Responsibility

Our responsibility is to express an opinion on the Special Purpose Financial Statement based on
our audit. 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. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the Special Purpose Financial Statement is free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the Special Purpose Financial Statement. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of the Special
Purpose Financial Statement, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to preparation and fair presentation of the
Special Purpose Financial Statement in order to ~ audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness o f _
internal control. Accordingly, we express no such opinion. An audit also includes evaluatingthe
-823161 Lake Center Drive, Suite 200, Lake Forest, CA 92630 •

T: (949) 552-7700 •

www.conradllp.com

appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the Special
Purpose Financial Statement.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our qualified audit opinion.
Basis for Qualified Opinion
We identified $261,140 in questioned costs resulting from material weakness and significant
deficiencies in internal controls and non-compliance with the terms and conditions of the
Agreement. The total questioned cost amount is considered material to the Special Purpose
Financial Statement.
Qualified Opinion
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 earned, costs incurred, and balances indicated in
accordance with the terms of the Agreement
, for the period of October 1,
2019 through September 30, 2020, in accordance with the basis of presentation and accounting
described in Notes 2 and 3.
Basis of Presentation and Accounting
We draw attention to Note 2 and Note 3 to the Special Purpose Financial Statement, which
describes the basis of presentation and accounting. As described in Notes 2 and 3 to the
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.

•

Other Reporting Required by Government Auditing Standards

-

In accordance with Government Auditing Standards, we have also issued our reports dated
March 4, 2022 on our consideration of
internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, terms of the Agreement and
other matters. The purpose of 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 U.S. Agency for International Development’s
Democracy, Conflict, and Humanitarian Assistance Bureau and Office of U.S. Foreign Disaster
Assistance, and the Special Inspector General for Afghanistan Reconstruction, and is not intended
to be and should not be used by anyone other than these specified parties. 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
(Continued)
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and operations funded with amounts appropriated or otherwise made available for the
reconstruction of Afghanistan.

Lake Forest, California
March 4, 2022

(Continued)
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Financial Audit of Costs Incurred Under
Agreement No.
Awarded by the U.S. Agency for International Development’s Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Foreign Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas of Afghanistan’s Eastern Region
For the Period of October 1, 2019 through September 30, 2020
Special Purpose Financial Statement
Questioned Costs
Budget

Actual

$ 3,500,000

$ 3,500,000

$ 3,500,000

$ 3,500,000

-

-

-

1,493,336
16,928

1,547,169
12,351

-

189,394
-

189,394
-

1,179
59,340
54,010
1,212,351
317,116
10,232

1,718
51,436
55,744
1,070,363
418,482
6,318

5,492
-

3,181
8,976
5,379
-

3,181
8,976
10,871
-

34,231
60,000

49,701
59,226

-

21,986
-

21,986
-

(E)

25,224
216,053

11,439
216,053

364

10,494
15,874

10,494
16,238

(F)
(G)

Total costs incurred

$ 3,500,000

$ 3,500,000

$ 5,856

$ 255,284

$ 261,140

Outstanding fund balance

$

Ineligible

Unsupported

Total

Notes

Revenues:
Agreement No.

Total revenues
Costs incurred:
Salaries
Fringe Benefits
Other Short-term “NonEmployee” Labor
Overseas Allowance
Travel and Transport
Program Supplies
Other Direct Costs
Training
USAID Branding and
Marketing
Equipment at or above $5,000
OMB Circular A-133 (or RCA)
Audits
Indirect Costs

-

$

$

-

$

-

$

-

-

See Notes to the Special Purpose Financial Statement and Notes to Questioned Costs
Presented on the Special Purpose Financial Statement
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(4)

(A)

(B)
(C)
(D)

Financial Aud it of Costs Incurred Under
Agreement No.Awarded by the U.S. Agency for lnternat~ D e m o c r a c y , Conflict, and
Humanitarian Assistance Bureau and Office of Forei n Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas of Afghanistan's Eastern Region
For the Period of October 1, 2019 through September 30, 2020
Notes to the Special Purpose Financial Statement1

(1)

Background

(2)

Basis of Presentation

The accom an in S ecial Purpose Financial Statement ("SPFS") includes costs incurred under
Grant No
for the period October 1, 2019 to September 30, 2020 with preaward cos s
rom
DA. Because the SPFS presents only a selected portion of the
operations of
, it is not intended to, and does not present the financial position , changes in net
assets, or cas ows o f - The information in this SPFS is presented in accordance with the
requirements specified ~
the Office of the Special Inspector General for Afghanistan
Reconstruction ("SIGAR") and is specific to the aforementioned awards. Therefore, some
amounts presented in this SPFS may differ from amounts presented in, or used in the preparation
of, the basic financial statements.

lrove

(3)

Summary of Significant Accounting Policies

a. Basis of Accounting

Expenditures and revenue reported on the SPFS are on the cash basis of accounting, and
amounts are presented per the terms Grant agreement. Such expenditures are recognized
following cost principles contained in 2 CFR 200 Subpart E, wherein certain types of expend itures
are not allowable or are limited as to reimbursement.
Grant No.

for the Period October 1, 2019 to September 30, 2020

b. Foreign Currency Conversion Method

•

For purposes of preparing the SPFS, conversions from local currency to United States dollars
were not requ ired as all costs presented were in United States dollars and were converted in
accountin s stem followin exchan e rate calculation method as you can see in

1

These Notes to the Special Purpose Financial Statement are the responsibility of
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Financial Audit of Costs Incurred Under
Agreement No.
Awarded by the U.S. Agency for International Development’s Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Foreign Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas of Afghanistan’s Eastern Region
For the Period of October 1, 2019 through September 30, 2020
Notes to the Special Purpose Financial Statement (Continued)
(4)

Revenues

•

Revenues on the SPFS represent the amount of funds
is entitled to receive from State for
allowable, eligible costs incurred under the Grant agreement, during the period of performance.
(5)

Cost Incurred by Budget Category
The budget categories and associated amounts presented reflect the budget line items presented
within the final, approved contract budget adopted as a Grant No.
dated
09/18/2019.

(6)

Balance
For the Period October 1, 2019 to September 30, 2020,
and incurred costs of $3,500,000.

(7)

Program Status
The Grant No.
expired on September 30, 2020.

(8)

•

received $3,500,000 in payments

is now closed. The period of performance for the grant

Subsequent Events

•

maintained a regular monitoring of its activity implementation and reporting to BHA through
various and multiple channels. First the contractual reporting commitment with BHA, through
semiannual report, final report, from both narrative and financial perspective were delivered to
BHA in time and in quality, always approved by BHA. Then more regular communication was
ensured to inform BHA about any kind of subsequent event, both at the Kabul and HQ level
through regular meetings or email exchanges. The field team has provided monthly reports to
the BHA Kabul team to inform them of any subsequent events.

1

These Notes to the Special Purpose Financial Statement are the responsibility of
(Continued)
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Financial Audit of Costs Incurred Under
Agreement No.
Awarded by the U.S. Agency for International Development’s Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Foreign Disaster Assistance
Supporting the Integrated Emergency
response
in Conflict-Affected areas of Afghanistan’s Eastern Region
For the Period of October 1, 2019 through September 30, 2020
Notes to Questioned Costs Presented on the Special Purpose Financial Statement2
(A)

Salaries

•

•

reported a total of $1,547,169 for personnel costs for the period of October 1, 2019
through September 30, 2020. During our audit of these costs, we noted that
charged
shared salaries costs based on an allocation methodology using relative budget funding
from different donors, which resulted in total unsupported salary costs of $189,394. See
Finding No. 2021-01 in the Schedule of Findings and Questioned Costs section of this
report.

(B)

Overseas Allowance

••

reported a total of $51,436 for overseas allowance costs for the period of
October 1, 2019 through September 30, 2020. During our audit of these costs, we noted
that
charged shared overseas allowance costs based on an allocation methodology
using relative budget funding from different donors, which resulted in total unsupported
overseas allowance costs of $3,181. See Finding No. 2021-01 in the Schedule of
Findings and Questioned Costs section of this report.

(C)

Travel and Transport

••

reported a total of $55,744 for travel and transport costs for the period of
October 1, 2019 through September 30, 2020. During our audit of these costs, we noted
that
charged shared travel and transport costs based on an allocation methodology
using relative budget funding from different donors, which resulted in total unsupported
travel and transport costs of $8,976. See Finding No. 2021-01 in the Schedule of Findings
and Questioned Costs section of this report.

(D)

Other Direct Costs

•

reported a total of $418,482 for other direct costs for the period of October 1, 2019
through September 30, 2020. During our audit of these costs, we noted that:




One instance where other direct costs were not related to the Program, which
resulted in total ineligible other direct costs of $5,492;

•

charged shared other direct costs based on an allocation methodology using
relative budget funding from different donors, which resulted in total unsupported
other direct costs of $5,295; and

2

These Notes to Questioned Costs presented on the Special Purpose Financial Statement were prepared by the
auditor for informational purposes only, and as such, are not part of the audited Special Purpose Financial Statement.
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Financial Audit of Costs Incurred Under
Agreement No.
Awarded by the U.S. Agency for International Development’s Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Foreign Disaster Assistance
Supporting the Integrated Emergency
response
in Conflict-Affected areas of Afghanistan’s Eastern Region
For the Period of October 1, 2019 through September 30, 2020
Notes to Questioned Costs Presented on the Special Purpose Financial Statement2
(Continued)


One instance where other direct costs were not properly supported, which resulted
in total unsupported other direct costs of $84.

This resulted in total questioned other direct costs of $10,871. See Findings No. 2021-01
and 2021-03 in the Schedule of Findings and Questioned Costs section of this report.
(E)

USAID Branding and Marking

••

reported a total of $49,701 for USAID branding and marking costs for the period of
October 1, 2019 through September 30, 2020. During our audit of these costs, we noted
that
charged shared USAID branding and marking costs based on an allocation
methodology using relative budget funding from different donors, which resulted in total
unsupported USAID branding and marking costs of $21,986. See Finding No. 2021-01 in
the Schedule of Findings and Questioned Costs section of this report.

(F)

OMB Circular A-133 (or RCA) Audits

••

reported a total of $11,439 for OMB circular A-133 (or RCA) audits costs for the period
of October 1, 2019 through September 30, 2020. During our audit of these costs, we noted
that
charged shared OMB circular A-133 (or RCA) audits costs based on an allocation
methodology using relative budget funding from different donors, which resulted in total
unsupported OMB circular A-133 (or RCA) audits costs of $10,494. See Finding No.
2021-01 in the Schedule of Findings and Questioned Costs section of this report.

(G)

Indirect Costs

•

reported a total of $216,053 for indirect costs for the period of October 1, 2019 through
September 30, 2020. The indirect costs associated with questioned costs identified in
Notes A through G above resulted in total ineligible indirect costs of $364 and total
unsupported indirect costs of $15,874. This resulted in total questioned indirect costs of
$16,238.

2

These Notes to Questioned Costs presented on the Special Purpose Financial Statement were prepared by the
auditor for informational purposes only, and as such, are not part of the audited Special Purpose Financial Statement.
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Conraei>
INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL

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 and related notes to the Statement,
in accordance with the auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditin Standards issued
by the Comptroller General of the United States, by
under A reement No.
, Suppo rng
e n egra e
mergency
response rn Conflict-Affected areas of Afghanistan's as ern
egron , or e peno
co er , 2019 through September 30, 2020. We have issued our report
thereon dated March 4, 2022 with a modified opinion.
Internal Control over Financial Reporting

•

In planning and performing our audit of the Special Purpose Financial Statement of
for the
period of October 1, 2019 through September 30, 2020, we obtained an understanding o f _
internal control. With respect to internal control , we obtained an understanding of the des~
relevant policies and procedures and whether they have been placed in operation, and we
assessed control risk in order to determine our auditing procedures for the purpose of expre~
our opinion on the Special Purpose Financial Statement and not to provide an opinion on internal control. Accordingly, we do not express such an opin ion.
Our consideration o f - internal control was for the limited purpose described in the preceding
paragraph and was ~esigned 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. However, as described in the accompanying
schedule of findings and questioned costs, we did identify certain deficiencies in internal control
that we consider to be material weaknesses and sign ificant deficiencies.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be prevented,
or detected and corrected, on a timely basis. We consider the deficiencies described in the
(Continued)
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accompanying schedule of findings and questioned costs as item 2021-01 to be material
weakness.
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is
less severe than a material weakness, yet important enough to merit attention by those charged
with governance. We consider the deficiencies described in the accompanying Schedule of
Findings and Questioned Costs as items 2021-02 and 2021-03 to be significant deficiencies.

-

Response to Findings

-

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

-

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

-

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

Lake Forest, California
March 4, 2022

(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 and related notes to the Statement,
in accordance with the auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditin Standards issued
by the Comptroller General of the United States, by
under A reement No.
, Suppo rng
e n egra e
mergency
response rn Conflict-Affected areas of Afghanistan's as ern
egron , or e peno
co er , 2019 through September 30, 2020. We have issued our report
thereon dated March 4, 2022 with a modified opinion .
Compliance and Other Matters
As part of obtaining reasonable assurance about w hether Special Purpose Financial
Statement is free from material misstatement, we performed t~ f its compliance with certain
provisions of laws, regulations, and the aforementioned Agreement, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed three
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 2021-01 , 2021-02, and 2021-03.
Response to Findings
response to the findings identified in our audit is included verbatim in Appendix A. response was not subjected to the auditing procedures applied in the audit of the Special Purpose
Financial Statement, and accordingly, we express no opinion on it.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of compliance, and the
results of that testing, and not to provide an opin ion on compliance. This report is an integral part
of an audit performed in accordance with Government Auditing Standards in considering the
entity's internal control. Accordingly, this communication is not suitable for any other purpose .

- 18 23161 Lake Center Drive, Suite 200, Lake Forest, CA 92630 •

T: (949) 552-7700 •

www.conradllp.com

Restriction on Use

-

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

Lake Forest, California
March 4, 2022

(Continued)
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Financial Aud it of Costs Incurred Under
Agreement No.Awarded by the U.S. Agency for lnternat~
Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Forei n Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas of Afghanistan's Eastern Region
For the Period of October 1, 2019 through September 30, 2020

•

Schedule of Findings and Questioned Costs

Finding 2021-01:
Charged Costs to the Program Based on Budget Estimates and Lacked an
Equitable Allocation Methodology
Nature of Finding: Internal Control - Material Weakness and Noncompliance
Condition: Conrad tested 317 samples out of a population of 9,675 transactions, $81 1,353 out of
$3,283,947, respectively, to determine if the costs incurred under the program were adequately
supported, accurate, and properly approved. For costs that are shared among different programs in
Afghanistan, includinl
alaries and other costs, charged costs based on the budget estimates
proposed. However,
did not provide documentation showing that actual shared costs incurred were
accurate and/or base on an actual level of effort.was unable to demonstrate that it had a reasonable
and equitable allocation methodology to adequate!ycharge shared costs across programs. This resulted
in the following exceptions and questioned unsupported costs, outlined in the table below:
SPFS Category
Salaries
Overseas allowance
Travel and transport
Other direct costs
USAID brand ing and marking
0MB Circular A-133 (or RCA) audits
Total

No. of Instances
168
2
14
2
2
1
189

Unsupported Costs
$ 189,394
3,181
8,976
5,295
21 ,986
10,494
$ 239,326

Criteria:
-

Procedure for the Allocation of Shared Costs, Section 1, states in part:
"Allocation keys allow expenses to be allocated to donors up to a certain amount determined
when the budgets are created. For a specific budget line, the calculation of this amount is based
on fair allocation and can be traced back to the estimated total amount to be spent. ..

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

2 CFR 200.430, Compensation-personal services, state in part:
"(i) Standards for Documentation of Personnel Expenses
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Financial Audit of Costs Incurred Under
Agreement No.
Awarded by the U.S. Agency for International Development’s Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Foreign Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas of Afghanistan’s Eastern Region
For the Period of October 1, 2019 through September 30, 2020
Schedule of Findings and Questioned Costs (Continued)
(1) Charges to Federal awards for salaries and wages must be based on records that accurately
reflect the work performed…
(1)(vii) Budget estimates (i.e., estimates determined before the services are performed) alone do
not qualify as support for charges to Federal awards, but may be used for interim accounting
purposes, provided that...
…(C) The non-Federal entity’s system of internal controls includes processes to review after-thefact interim charges made to a Federal awards based on budget estimates…"
2 CFR 200.405, Allocable Costs, states, in part:
“…(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...”

•-

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

.

The costs are not reviewed to ensure its accuracy and there’s a lack of documented reasonable basis to
demonstrate the costs based on the budget estimates are in fact equitably allocated to the program.

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

Questioned Costs: We identified $239,326 in unsupported costs and $15,868 in associated indirect
costs, which resulted in $255,194 in total questioned costs.

(Continued)
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Financial Audit of Costs Incurred Under
Agreement No.
Awarded by the U.S. Agency for International Development’s Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Foreign Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas of Afghanistan’s Eastern Region
For the Period of October 1, 2019 through September 30, 2020
Schedule of Findings and Questioned Costs (Continued)
Recommendation:

•
•
•

(1) We recommend that
provides additional support to demonstrate the accuracy of their cost
allocations or return $255,194 of unsupported costs.
(2) We recommend that
develops and implements an after-the-fact system control, such as a
timekeeping system, that can record and retain the actual level of effort spent on different
programs and use the actual level of effort to allocate other personnel expenses that cannot be
easily determined when the costs benefit two or more projects.
(3) We recommend that
develops and implements additional policy and procedures to review
interim or estimated budget allocations and create a reasonable and equitable allocation
methodology to ensure that other shared costs charged across programs are proportionate to
actual benefits associated with the programs.

(Continued)
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Financial Aud it of Costs Incurred Under
Agreement No.Awarded by the U.S. Agency for lnternat~
Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Forei n Disaster Assistance
Supporting the Integrated Emergency
H response in
Conflict-Affected areas of Afghanistan's Eastern Region
For the Period of October 1, 2019 through September 30, 2020
Schedule of Findings and Questioned Costs (Continued)
Finding 2021-02: Exclusion Checks were not Performed Prior to Conducting Business with
Vendors or Individuals
Nature of Finding: Internal Control Significant Deficiency and Noncompliance
Condition: Conrad tested 317 samples out of a population of 9,675 transactions, $81 1,353 out of
$3,283,947, respectively, to determine if the costs incurred under the P~ am were adequately
supported and allowable. During the testing, we noted 26 instances where did not follow award
requ irements to check vendors or individuals against exclusion lists prior to payment procurements less
than 10,000 Euros. The exceptions occurred in four different cost categories, outlined below:
SPFS Category
Other short-term "non-employee" labor
Proaram supplies
Other direct costs
Trainina
Total

No. of Instances
6
1
18
1

26

Criteria:
-

Policy Against Terrorism Financing and Money Laundering states in part:
consults the international exclusion lists before signing any contract with a collaborator."

Mandatory Provision #12 of the Agreement, Debarment and Suspension , states in part:
'The recipient must not transact or conduct business under this award with any individual or entity
that has an active exclusion on the System for Award Management (SAM) (www.sam .gov) unless
prior approval is received from the Agreement Officer."
2 CFR 200.214, Suspension and debarment, states in part:
"Non-Federal entities are subject to the non-procurement debarment and suspension regulations
implementing Executive Orders 12549 and 12689, 2 CFR part 180. The regulations in 2 CFR part
180 restrict awards, subawards, and contracts with certain parties that are debarred, suspended,
or otherwise excluded from or ineligible for participation in Federal assistance programs or
activities."

Cause: did not adhere to its anti-terrorism policy to conduct exclusion checks on collaborators they
engagedand sign a contract with . •
indicated that their general practice is not to conduct exclusion

(Continued)
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Financial Audit of Costs Incurred Under
Agreement No.
Awarded by the U.S. Agency for International Development’s Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Foreign Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas of Afghanistan’s Eastern Region
For the Period of October 1, 2019 through September 30, 2020
Schedule of Findings and Questioned Costs (Continued)

-

checks on any vendors or collaborators for which their procurements are valued less than 10,000 Euros.
However,
exclusion check policy does not include provisions for when checks do not have to be
conducted.

Effect: Failure to perform exclusion list checks increases the risk of federal funding being used to benefit
debarred or suspended entities.

Questioned Costs: During fieldwork, Conrad performed exclusion checks of the vendors and individuals
in the transactions noted above. There were no positive matches in any of the 26 exceptions. As such,
we are not questioning any costs related to this finding.

Recommendation:

•

(1) We recommend that
changes its procurement practice to adhere to its anti-terrorism policy
for any collaborators, and also updates its policy and procedures to include performing exclusion
list checks for all vendors and individuals prior to payment.

(Continued)
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Financial Audit of Costs Incurred Under
Agreement No.
Awarded by the U.S. Agency for International Development’s Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Foreign Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas of Afghanistan’s Eastern Region
For the Period of October 1, 2019 through September 30, 2020
Schedule of Findings and Questioned Costs (Continued)
Finding 2021-03: Costs were not Supported with Sufficient Documentation to Determine
Allowability
Nature of Finding: Internal Control Significant Deficiency and Noncompliance
Condition: Conrad tested 24 samples out of a population of 135 travel and transport transactions,
$12,211 out of $55,744, respectively, and 37 out of 1,073 other direct costs transactions, $128,154 out
of $418,482, respectively, to determine if the costs incurred were adequately supported and allowable.
During our testing,
did not provide sufficient documentation to determine whether some costs were
allowable under the program and applicable federal regulations. We noted that:

•
•

•



In two travel and transport transactions, business class fare was charged.
indicated that these
flights were the cheapest available due to the Covid-19 emergency which caused limited flight
options.
did not maintain supporting documentation to substantiate this claim. This resulted
in a questioned cost impact of $816 in unsupported costs and $54 in associated indirect costs.
However, the questioned costs associated with this transaction are already included in the
questioned cost total under Finding 2021-01.



In one other direct costs transaction,
charged costs related to shipping documents from 2016
that are unrelated to this Program. This is an administrative expense and not directly allocable to
the Program. This resulted in ineligible questioned costs of $5,492 and $364 in associated indirect
costs.



In one other direct costs transaction,
provided procurement documentation listing some
potential vendors who placed bids for a quotation request, but the vendor awarded was not on
the list of potential vendors.
was unable to provide documentation to support that the vendor
was properly selected according to
procurement process. This resulted in unsupported
questioned costs of $84 and $6 in associated indirect costs.

.

•
•
-

(Continued)
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Financial Audit of Costs Incurred Under
Agreement No.
Awarded by the U.S. Agency for International Development’s Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Foreign Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas of Afghanistan’s Eastern Region
For the Period of October 1, 2019 through September 30, 2020
Schedule of Findings and Questioned Costs (Continued)
Criteria:

-

Finance Procedures Manual, section 9.1, Field procedure – hard copy accounting, states in

part:

“Payment evidences are original documents which prove the reality of transaction. Every cash
flow (in, out, bank transfer…) must have payment evidence.”

Procurement Guidelines, section 4.2.2, Negotiated procedures, states in part:
“Process:
- The purchaser will collect at least 3 written quotations from different suppliers.
- Will make Comparative Bid Analysis and make recommendation for purchase with requester
and/or budget line holder
- After full agreement, will pass the dossier to the finance department for payment”

•

Finance Procedures Manual, Chapter 4, section 2.1, Donors Payments, states in part:
“All donors have different payment schedules. Considering that
cash availability is mainly
dependent upon Donors funds, it is essential to carry out a rigorous follow-up of those payments
to make sure that the funds sent to the missions correspond to the liquidity needs of the
projects…”

2 CFR 200.475 (e), Commercial air travel, states in part:
“(1) Airfare costs in excess of basic least expensive unrestricted accommodations class offered
by commercial airlines are unallowable …
(2) Unless a pattern of avoidance is detected, the Federal Government will generally not question
a non-Federal entity's determinations that customary standard airfare or other discount airfare is
unavailable for specific trips if the non-Federal entity can demonstrate that such airfare was not
available in the specific case.”
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)
- 26 -

Financial Audit of Costs Incurred Under
Agreement No.
Awarded by the U.S. Agency for International Development’s Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Foreign Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas of Afghanistan’s Eastern Region
For the Period of October 1, 2019 through September 30, 2020
Schedule of Findings and Questioned Costs (Continued)

•

Cause:
does not have policies or procedures in place to ensure that documentation for purchases
and procurements are retained and costs incurred are properly supported.

Effect: The lack of sufficient supporting documentation to demonstrate allowability resulted in
unallowable or ineligible costs charged to the U.S. Government.

Questioned Costs: We identified total questioned costs of $6,816 in this finding. However, since the
issue related to travel and transportation has already been questioned in 2021-01, it will not be included
in the questioned costs in this finding. We identified net questioned costs of $5,492 in ineligible costs,
$84 in unsupported costs, and $370 in associated indirect costs, which resulted in $5,946 in total
questioned costs.

Recommendation:

•
•

(1) We recommend that
provides additional support to demonstrate the allowability of costs
incurred or return $5,946 of ineligible or unsupported costs.
(2) We recommend that
develops and implements policies and procedures to ensure supporting
documentation is (1) provided prior to processing payments so that all costs incurred are properly
supported and (2) before procurements are awarded so that only businesses on
list of
potential vendors are awarded contracts.

-

(Continued)
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Financial Aud it of Costs Incurred Under
Agreement No.Awarded by the U.S. Agency for lnternat~Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Forei n Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas of Afghanistan's Eastern Region
For the Period of October 1, 2019 through September 30, 2020
Status of Prior Audit Findings

We requested prior audit reports, evaluations, and review from SIGAR, and USAID pertaining to
agreement activities under this audit. We identified two prior aud itreports which contained three findings
that could have a material effect on the SPFS or other financial data significant to the audit objectives.
We conducted follow up procedure included discussion«! management and performing testing of
similar activities during our audit. We determined that
ad taken adequate corrective action the
finding. We have summarized the results of our procedures elow:
(1) The Federal Award Compliance Examination for the year ended December 31, 2017 - An
audit of the fund accountability statements for all awards received from the United States
Government was conducted in 2018 by an external accounting firm.
Material instance of noncompliance - Non-Compliance with U.S. Government Regulations
on Terrorism:
Condition: The audit noted instances where implementing partners, vendors, suppliers, and
employees were not checked against the U.S. Government's terrorism watch list as mandated by
the provisions of all U.S. Government awards.
Status:- has not taken adequate corrective action on this finding. We noted instances where
exclusio~t checks were not performed as Finding 2021-02.
(2) The Federal Award Compliance Examination for the year ended December 31, 2019 - An
audit of the fund accountability statements for all awards received from the United States
Government was conducted in 2020 by an external accounting firm.
December 31. 2019 Finding and Recommendation - Dating/Submission of 425s:
Issue: In certain instances, 425 reports were submitted after the due date, and in others the date
on the 425 was not updated in error. We recommend that
ensure
that all 425's are submitted within the required time frame an w, an accura e a e.
Status: For the current engagement, we reviewed the Agreement requ irements for Standard
Form 425 submissions and the quarterly SF-425 submissions for the aud it period. The issue was
not repeated . As such, we concluded that
has taken adequate corrective action on this
finding.

•
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Financial Audit of Costs Incurred Under
Agreement No.
Awarded by the U.S. Agency for International Development’s Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Foreign Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas of Afghanistan’s Eastern Region
For the Period of October 1, 2019 through September 30, 2020

.•

Status of Prior Audit Findings (Continued)
December 31, 2019 Finding and Recommendation – Incentive Payments:

-----

Issue: The auditor noted projects where
provided incentives to hospital/camp staff. In one
instance the agreement with the camp was expired and an updated agreement was not available.
In another, there was no formal agreement detailing the terms of the incentive payments. The
recommendation was that
ensure they have a current agreement on file for any instances
where they will be paying incentives to nonstaff.

• •

•

Status: For the current engagement, we tested similar incentive payments and found that the
issue was not repeated. As such, we concluded that
has taken adequate corrective action on
this finding.

(Continued)
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Financial Audit of Costs Incurred Under
Agreement No.
Awarded by the U.S. Agency for International Development’s Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Foreign Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas of Afghanistan’s Eastern Region
For the Period of October 1, 2019 through September 30, 2020
Responses to the Audit Findings
Included on the following pages are
identified in this report.

responses received to the findings
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Conrad LLP
23161 Lake Center Drive, Suite 200
Lake Forest, CA. 92630

February 24, 2022

Object : Financial Audit of Costs Incurred Under Agreement No
Finding 2021-01 : •
Charged Costs to the Program Based on Budget Estimates and Lacked an Equitable
AllocafIon MethOdOIOQV
SPFS Category

No. of Instances

Unsuooorted Costs

Salaries
Overseas allowance
Travel and transport

168
2
14

189,394
3,181
8,976

Other direct costs
2
USAID brandino and markino
2
0MB Circular A-133 (or RCA) 1
audits
Total
189

5,295
21 ,986
10,494

Onglet

A14- A15
T1 a T7 - T12
T20 a 22 - T24
D23 - D35
U01- U02
C01

a T14 -

$239,326

Recommendation:
(1) We recommend that .
provides additional support to demonstrate the accuracy of their cost allocations or
return $255,194 of unsupported costs.
(2) We recommend that .
develops and implements an after-the-fact system control, such as a timekeeping
system, that can record and retain the actual level of effort spent on different programs and use the actual level of
effort to allocate other personnel expenses that cannot be easily determined when the costs benefit two or more
projects.
(3) We recommend that •
develops and implements additional policy and procedures to review interim or
estimated budget allocations and create a reasonable and equitable allocation methodology to ensure that other
shared costs charged across programs are proportionate to actual benefits associated with the programs .
• answer:
•
do not accept this recommendation. After consultation with our auditors for the annual USAID audits, the US
firm GRF CPAs & Advisors, we believe that these costs are properly supported.
The methodology used bhas been reviewed and accepted by GRF CPAs & Advisors and by USAID over the
many years we have been working with USAID. There has not been an argument that the allocation is not equitable.
Our allocation methodology was developed so that all donors would share equally the "administrative costs" of
running an office overseas, in this case Afghanistan. The fact remains that there are personnel hired for runn ing the
office, guards, drivers, administrative staff including finance staff (in other words the support teams) that probably
can't delineate their time each day by a funding source (donor).
Therefore, all costs have been pooled and then allocated out to each donor using an equitable methodology (donor
funding over the months the funding was provided). The allocation should change based upon when donor grants
start and stop.
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•

and GRF CPAs & Advisors are available to further discuss this methodology with USAID.

Finding 2021-02: Exclusion Checks were not Performed Prior to Conducting Business with Vendors or Individuals
Recommendation:
(1) We recommend that• changes its procurement practice to adhere to its anti-terrorism policy for any collaborators,
and also updates its policy and procedures to include performing exclusion list checks for all vendors and individuals
prior to payment.

•answer:
(1) •
anti-terrorism framework is currently reviewed to ensure that all vendors and owners are screened regularly.
This regularity will ensure that suppliers are screened several times during a procurement contract, meaning that
they will be screened between and before payments.

Finding 2021-03: Costs were not Supported with Sufficient Documentation to Determine Allowability
•

In one travel and transport transaction, the flight itinerary was not provided. As such, we could not determine the
allowability of the costs incurred. This resulted in a questioned cost impact of$1 ,630 in unsupported costs and $108
in associated indirect costs. However, the questioned costs associated with this transaction are already included in
the questioned cost total under Finding 2021-01.
•

•

comment : You will find attached the flight itinerary for T12 expense.

In two travel and transport transactions, business class fare was charged .•
indicated that these flights were the
cheapest available due to the Covid-19 emergency which caused limited flight options. •
did not maintain
supporting documentation to substantiate this claim. This resulted in a questioned cost impact of $816 in unsupported
costs and $54 in associated indirect costs. However, the questioned costs associated with this transaction are already
included in the questioned cost total under Finding 2021-01.
• comment : These two travels were incurred in march 2020 at the beginning of the pandemic. We had to evacuate
the concerned expatriates from our missions as soon as possible as they were medically vulnerable to COVID19 and
there was no adequate medical capacity in country. This situation was unprecedented, and we had to deal with it as
best we could, taking into account the fact that few companies offered flights and that the flights were fully booked
due to the situation. As you can see, these flight tickets are related to an expense report, in fact the geographic
manager in charge of expatriates' safety and security on the field, personally had to book the plane tickets to evacuate
them given the urgency of the situation ..

•

•

In one other direct costs transaction,.
charged costs related to shipping documents from 2016 that are unrelated
to this Program. This is an administrative expense and not directly allocable to the Program. This resulted in ineligible
questioned costs of $5,492 and $364 in associated indirect costs.
In one other direct costs transaction,.
provided procurement documentation listing some potential vendors who
placed bids for a quotation request, but the vendor awarded was not on the list of potential vendors .• was unable
to provide documentation to support that the vendor was properly selected according toprocurement process.
This resulted in unsupported questioned costs of $84 and $6 in associated indirect costs.

Recommendation:
(1) We recommend that.
provides additional support to demonstrate the allowability of costs incurred or return
$5,947 of ineligible or unsupported costs.
(2) We recommend that• develops and implements policies and procedures to ensure supporting documentation
is (1) provided prior to processing payments so that all costs incurred are properly supported and (2) before
procurements are awarded so that only businesses onllll list of potential vendors are awarded contracts.
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.answer:
(1 )
D30: The shipping charge is not for a specific project nor donor. We ship all documents to HQ for archiving as soon
as the documents are no longer needed in the mission and the context allows it. For this reason, this expense is to
be considered as a general office expense.
Allocating shipment expenses to the projects that were ongoing at the time the documents were created would
mean allocating to the project a committed theoretical amount for future shipments, that will take place a long time
after.

D13: We found out recently that the change of suppliers and the selection of a new one was due to the fact that
staff got sick from the water that was previously procured. The logistics team then collected information from the
Ministry of Public Health to receive a list of preselected suppliers being officially authorized to sell mineral water.
As a result, a single supplier was listed and thus approach for contracting. This unfortunately was not
subject to a derogation request.
(2) It was obviously a mistake not to have requested a derogation to HQ. This supplier was in a position of monopoly
and being the sole able to guarantee that the sold water was safe, pure and directly managed in a professional
manner.
Status of Prior Audit Findings
(1 ) The Federal Award Compliance Examination for the year ended December 31 , 2017 - An audit of the fund
accountability statements for all awards received from the United States Government was conducted in 2018 by an
external accounting firm.
Material instance of noncompliance- Non-Compliance with U.S. Government Regulations on Terrorism:
Condition: The audit noted instances where implementing partners, vendors, suppliers, and employees were not
checked against the U.S. Government's terrorism watch list as mandated by the provisions of all U.S. Government
awards.
Status:.
has not taken adequate corrective action on this finding. We noted instances where exclusion list
checks were not performed as Finding 2021 -02.
•
comment:
• is currently working on corrective actions. The work is performed both internally with all departments to integrate
checks in processes and ensure their implementation; and externally with the screening service provider to improve
access to the solution and archiving of controls.

Date : 24/ 02/2022
Signature:
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Financial Aud it of Costs Incurred Under
Agreement No.Awarded by the U.S. Agency for lnternat~Democracy, Conflict, and
Humanitarian Assistance Bureau and Office of Forei n Disaster Assistance
Supporting the Integrated Emergency
response in
Conflict-Affected areas o
For the Period of October 1, 2019 through September 30, 2020
Auditor's Rebuttal to -

Responses to Audit Findings

disagreed with Finding 2021-01, agreed with Finding 2021-02, and partially agreed with Finding
""1-03. We have reviewed responses and provided the following rebuttals:
(1) Finding 2021-01: a..siid not accept the auditor's recommendation and noted that the
methodology used
has been reviewed by other auditors and by USAID for many years.
There has not been an argument that the allocation is not equitable. The methodology was
developed so all donors would share administrative costs equally.

DYii

Auditor Rebuttal:
•

originally created and proposed the budget for this program to USAID using existing
tunding from concurrent programs in Afghanistan and a budget estimation on the
admin istrative/shared costs under this program. As the programs begin and end, the budgetbased allocations are updated accordingly on a prospective basis. However, as stated in the
condition of this finding, there should be a reasonable allocation methodology or after-the-fact
review to ensure the budget costs were reasonable and allocable. An example of a reasonable
allocation can be using actual direct program expenses incurred under each program monthly
as the basis for allocating these administrative/share costs. Without a reasonable allocation
methodology and simply charging the budgeted shared costs to the program leaves the
possibility that shared costs incurred for multip~rojects or activities may not be allocated
according to proportional benefit. In additional, did not provide any additional supporting
documentation . As such, our finding and recommendation remains unchanged.

(2) Finding 2021-02: •
agreed with the recommendation to update its procurement practice to
adhere to its anti-terrorism policy for any collaborators. - i s currently reviewing its anti-terrorism
framework to ensure all vendors and owners are screened regularly throughout the procurement
contract, before and between payments.
Auditor Rebuttal:
No rebuttal is deemed necessary a s . concurred with the finding and recommendation .
(3) Finding 2021-03:. agreed some parts of this finding.
•

provided the flight itinerary that was previously missing from one travel and transport
'mrnsaction.
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----Auditor’s Rebuttal to



Responses to Audit Findings (Continued)

- - - -

•

In response to the business class fares charged,
stated that the travel in question
occurred during the beginning of the pandemic and needed to be evacuated due to lack of
medical capacity in country. At the time few companies were offering flights and many were
fully booked. Due to the urgency, these tickets were booked by the manager in charge and
were reimbursed through an expense report.

- .



In response to the shipping charges for documents unrelated to this program,
indicated
that the shipping charge is not for a specific project or donor.
ships all documents to
headquarters for archiving as soon as the documents are no longer needed in the mission, so
this expense is to be considered as a general office expense.



Regarding the vendor who was awarded a contract but was not part of the procurement
selection process,
noted that the change of suppliers was due to staff getting sick from
water that was previously procured.
notes that it was a mistake to not request a derogation
from headquarters in this case, as the supplier that was contracted was the sole source
available to provide safe drinking water.

• •

Auditor Rebuttal:






•

Conrad reviewed the itinerary provided by
and determined the itinerary adequately
supported the cost transaction. We have removed this finding condition in the report. However,
while the itinerary otherwise supported the allowability of this travel expense, this cost is
already questioned under Finding 2021-01. Our questioned amount under this finding remains
unchanged.

•

did not provide supporting documentation, such as online flight search results, to
substantiate there were only a few companies offering flights or most of economy flights going
out of the country were fully booked, and flying business class was the only option available.
As such, the business class fare premium remains unsupported. Our recommendations and
associated questioned cost remains unchanged.
The support provided during fieldwork indicated that the shipping charges were for accounting
papers from 2016, which is prior to this program’s period of performance. As a general office
expense, this should have been included as part of indirect costs and recovered through the
approved indirect cost rate charged to the program. Since this shipping charge is not related
to the program, our recommendation and associated questioned cost remains unchanged.

(Continued)
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---------------•
Auditor’s Rebuttal to



Responses to Audit Findings (Continued)

provided additional information to explain a new supplier other than the ones who
participated in the bidding process was selected due to water quality and staff safety.
However,
admitted that it was a mistake that they did not request a derogation from
Headquarters and document a sole source selection rationale. As such, our recommendation
and associated questioned cost remains unchanged.

•

(Continued)
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SIGAR's Mission

Obtaining Copies of SIGAR
Reports and Testimonies

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

SIGAR's Mission

The mission of the Special Inspector General for Afghanistan
Reconstruction (SIGAR) is to enhance oversight of programs for the
reconstruction of Afghanistan by conduct ing independent and Objective
audits. inspections. and investigations on the use of taxpayer dollars
and related funds. SIGAR works to provide accurate and balanced
informat ion. evaluations. analysis. and recommendations to help t he
U.S. Congress. U.S. agencies. and other decision-makers to make
informed oversight. policy, and funding decisions to:
•

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

•

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

•

improve cont racting and cont ract management processes:

•

prevent fraud. waste. and abuse: and

•

advance U.S. interests in reconstructing Afghanistan.

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

To help prevent fraud. waste. and abuse by reporting allegations of fraud.
waste. abuse. mismanagement. and reprisal. contact SIGAR's hotline:
•

Web: www.sigar.mil/fraud

•

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

•

Phone International: +1-866-329-8893

•

Phone DSN Internat ional: 312-664-0378

•

U.S. fax: +1-703-601-4065

Public Affairs Officer
•

Phone: 703-545-597 4

•

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

•

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

