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Costs Incurred by FHI 360

Following the December 5, 2019, issuance of this report, SIGAR received notice from the Director of
Financial Management for FHI 360 informing us that the company’s name was incorrectly identified
as “FHI 360 Global LLC,” when it fact, its name is “FHI 360.” SIGAR worked with Williams, Adley &
Company-DC LLP to remedy the error, and reissued our report on December 11, 2019.
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WHAT THE AUDIT REVIEWED

On May 11, 2016, the U.S. Agency for
International Development (USAID) awarded
FHI 360 a 5-year, $75,503,848, cost-plus-
fixed-fee contract to support USAID’s Initiative
for Hygiene, Sanitation, and Nutrition. The
contract’s objective is to improve the nutritional
status of women of reproductive age and
children younger than 5 years old. USAID
modified the contract four times to reflect
changes in contract terms, key personnel, and
the work plan, but did not change the total
funding or period of performance.

SIGAR’s financial audit, performed by Williams,
Adley & Company-DC LLP (Williams Adley),
reviewed $13,010,905 charged to the contract
from May 11, 2016, through May 10, 2018.
The objectives of the audit were to (1) identify
and report on significant deficiencies or
material weaknesses in FHI 360’s internal
controls related to the contract; (2) identify and
report on instances of material noncompliance
with the terms of the contract and applicable
laws and regulations, including any potential
fraud or abuse; (3) determine and report on
whether FHI 360 has taken corrective action on
prior findings and recommendations; and (4)
express an opinion on the fair presentation of
FHI 360’s Special Purpose Financial Statement
(SPFS). See Williams Adley’s report for the
precise audit objectives.

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

Williams Adley identified one significant deficiency and two deficiencies in
FHI 360’s internal controls, and two instances of noncompliance with the
terms of the contract, applicable laws, and regulations. For example,
Williams Adley found that from October 2016 through October 2017, FHI
360 paid employees medical, food, and transportation allowances in
excess of the company’s established policies.

Because of these internal control deficiencies and instances of
noncompliance, Williams Adley identified $7,046 in questioned costs,
consisting of $6,941 in unsupported costs—costs not supported with
adequate documentation or that did not have the required prior approval in
accordance with the contract and—and $105 in ineligible costs—costs
prohibited by the contract, applicable laws, or regulations.

Total Questioned

Catego Ineligible Unsupported

gory igi upp s
Direct Costs $77 $5,075 $5,152
Indirect Costs $28 $1,866 $1,894
Total Costs $105 $6,941 $7,046

Williams Adley identified one prior audit with four findings and
recommendations that could have a direct and material effect on the SPFS.
The auditors concluded that FHI 360 had taken adequate corrective action
on all four findings.

Williams Adley issued an unmodified opinion on FHI 360’s SPFS, noting
that it presents fairly, in all material respects, the revenues received and
costs incurred for the period audited.

WHAT SIGAR RECOMMENDS

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

1. Determine the allowability of, and recover, as appropriate,
$7,046 in questioned costs identified in the report.

2. Advise FHI 360 to address the report’s three internal control
findings.

3. Advise FHI 360 to address the report’s two noncompliance
findings.

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



December 11, 2019

The Honorable Mark Green
Administrator, U.S. Agency for International Development

Mr. Peter Natiello
USAID Mission Director for Afghanistan

We contracted with Williams, Adley & Company-DC LLP (Williams Adley) to audit the costs incurred by FHI 360
under a U.S. Agency for International Development (USAID) contract to support the Initiative for Hygiene,
Sanitation, and Nutrition.1 The contract’s objective is to improve the nutritional status of women of
reproductive age and children younger than 5 years old. Williams Adley reviewed $13,010,905 in costs
charged to the contract from May 11, 2016, through May 10, 2018. Our contract with Williams Adley 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 contracting officer at USAID:

1. Determine the allowability of and recover, as appropriate, $7,046 in questioned costs identified in
the report.

2. Advise FHI 360 to address the report’s three internal control findings.

3. Advise FHI 360 to address the report’s two noncompliance findings.

The results of Williams Adley’s audit are discussed in detail in the attached report. We reviewed it 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 FHI 360’s Special Purpose Financial Statement. We also express no opinion on the effectiveness of FHI
360’s internal control or compliance with the contract, laws, and regulations. Williams Adley is responsible for
the attached auditor’s report and the conclusions expressed in it. However, our review disclosed no instances
where Williams Adley did not comply, in all material respects, with generally accepted government auditing
standards issued by the Comptroller General of the United States.

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

o

John F. Sopko
Special Inspector General
for Afghanistan Reconstruction

(F-145)

1 The contract number is AID-306-C-16-00007.

1550 Crystal Drive, 9th Floor Mailing 2530 Crystal Drive Tel 703 545 6000

Arlington, Virginia 22202 Arlington, Virginia 22202-3940 www.sigar.mil






































































































SIGAR’s Mission

Obtaining Copies of SIGAR
Reports and Testimonies

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

Public Affairs

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

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

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

e improve contracting and contract management
processes;

e prevent fraud, waste, and abuse; and
e advance U.S. interests in reconstructing Afghanistan.

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

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

o  Web: www.sigar.mil/fraud

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

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

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

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

e Phone DSN International: 312-664-0378

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

Public Affairs Officer
e Phone: 703-545-5974

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

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