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Office of Inspector General 

Report No. 6-294-07-026-N 
March 12, 2007 

MEMORANDUM 

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

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

SUBJECT:	 Examination of Alkhiesi Company’s Compliance With the Contract Terms and 
Conditions Under Its Sub-Contract No. G-EOC-806-015 With Camp Dresser & 
McKee International, Inc., Funded by U.S. Agency for International Development, 
"Rafah Wastewater Treatment Plant Pump Installation Project," for the Period 
From June 13, 2004, to September 5, 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 $6,909,263 to Camp Dresser and McKee International, Inc., under Contract 
Number HRN-I-07-806-99-00011-00 to repair critical water and sanitation services in the West 
Bank and Gaza among other tasks.  Camp Dresser and McKee International, Inc., sub-awarded 
a $63,074 contract to Alkhiesi Company for the installation of two submersible pumps at the 
wastewater treatment plant in the Rafah municipality. 

The examination covered the total budgeted amount of $63,074 for the period from 
June 13, 2004, to September 5, 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 
eight material instances of non-compliance with the sub-contracts terms, laws and regulations, 
including noncompliance with Agency Acquisition Policy Directives implementing Executive 
Order 13224 – Blocking Property and prohibiting Transactions With Persons Who Commit, 
Threaten to Commit, or Support Terrorism. The auditors reported that Alkhiesi Company was 
non-compliant with the following provisions of the sub-contract: 

• providing written and signed amendments to the sub-contract; 
• obtaining approval to extend the period of contract; 
• providing the required insurance policies; 
• issuing maintenance guarantee certificates; 
• issuing a completed, itemized final invoice after completion and acceptance of work; 



 

• maintaining a record of employees’ names and permanent addresses; and 
• submitting performance and completion reports.  

In addition, the auditors noted that the provision pertaining to the prohibition of terrorist financing 
required by Acquisition and Assistance Policy Directive (AAPD) 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. 

The management of Alkhiesi Company agreed with the findings pertaining to terrorists financing, 
employees’ records, and performance and completion reports.  There was no management 
comment regarding required insurance policies.  However, management disagreed with the 
findings for amendments, approval for extending the contract period, maintenance guarantee 
certificates, and a detailed final invoice.  Security conditions in the West Bank and Gaza were 
among the reasons for disagreement along with statements that certain documents had already 
been provided. We are not making a recommendation regarding the bulleted 
sub-contract provisions above because we previously made a general recommendation in Audit 
Report No. 6-294-07-024-N dated March 11, 2007. 

Based on our review of the report, we are including the following recommendations 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 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 actions 
planned or taken to implement the recommendation. 

Enclosures: a/s 
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