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Office of Inspector General 

Report No. 6-294-07-020-N 
February 28, 2007 

MEMORANDUM

TO: USAID/West Bank and Gaza Director, Howard Sumka 

FROM: Regional Inspector General/Cairo, David H. Pritchard /s/

SUBJECT: Examination of Arar General Contracting Company Compliance With Contract
Terms and Conditions Under Sub-contract Number IQC-SWIFT-807-002
"Tulkarem and Shoufeh Water Improvements" with Camp Dresser and McKee
International, Inc., Funded by U.S. Agency for International Development for the 
Period From May 25, 2004, to August 25, 2004 

Enclosed, please find one copy of the report that the independent audit firm of
PricewaterhouseCoopers prepared on the subject engagement. 

PricewaterhouseCoopers conducted the engagement in accordance with U.S. Government
Auditing Standards except that the firm did not have an external quality control review by an
unaffiliated organization because professional organizations in the West Bank and Gaza do not
offer such a review program. 

USAID awarded Contract Number LAG-1-07-812-98-00034-00 to Camp Dresser and McKee 
International, Inc., to implement a $2,483,742 local water infrastructure construction initiative in 
the West Bank and Gaza in order to improve the quality of life for residents.  Camp Dresser and
McKee International, Inc., sub-awarded a $309,193 contract to Arar General Contracting
Company for the purpose of constructing two pre-fabricated steel reservoirs along with the 
piping, fittings, valves, concrete foundations, and chambers in Tulkarem Municipality and 
Shoufeh Village.  The examination covered $309,193 for the period from May 25, 2004, to
August 25, 2004. 

The examination included examining, on a test basis, evidence supporting compliance with the
sub-contract terms and conditions and performing such other procedures as were considered
necessary in the circumstances. 

The auditors expressed a qualified opinion on the examination report. The auditors identified
two material instances of non-compliance with the contract terms, laws and regulations, and 
Executive Order 13224.  The auditors reported that Arar General Contracting Company was
non-compliant with the insurance policies requirements stated in the sub-contract. In its 
management comments, Arar General Contracting Company stated that it had issued the
applicable insurance policies in the West Bank and Gaza.  In making a determination on this 
expired sub-contract, the USAID/West Bank and Gaza Contracting Officer acknowledged that
liability insurance requirements would be enforced with any future contracts.  Therefore, we are not 
making a recommendation on this finding.  The auditors also noted that the provision pertaining to
prohibition of terrorist financing required by the Acquisition and Assistance Policy Directive 02-04,
Implementation of Executive Order 13224 – Executive Order on Terrorist Financing, was not
included in the sub-contract by the prime contractor, Camp Dresser and McKee International, Inc.

 



Based on our review of the report, we are including the following recommendation in USAID’s
Consolidated Audit Tracking System to address the contractors’ non-compliance with Executive
Order 13224:

Recommendation No. 1:  We recommend that the Contracting Officer,
USAID/West Bank and Gaza, inform the contractor, Camp Dresser and McKee
International, Inc., of its legal responsibility to ensure that its sub-recipients comply 
with the provision of Prohibiting Terrorist Financing required by Acquisition &
Assistance Policy Directive (AAPD) 02-04, and to include this provision in all sub-
awards.

Please advise the Office of Inspector General within 30 days of this memorandum of the action
planned or taken to implement the recommendation.  The Audit, Performance and Compliance 
Division (M/CFO/APC) will make a determination of final action.   

Enclosures: a/s 

 
























