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MEMORANDUM 
 
TO:  USAID/West Bank and Gaza Acting Mission Director, David Harden 
 
FROM:  Regional Inspector General/Cairo, David H. Pritchard /s/ 
 
SUBJECT: Agreed-Upon Procedures on Selected Construction Contractors to Evaluate 

USAID Resources Provided Under West Bank and Gaza’s Emergency Roads 
Rehabilitation Project Phase I  

 
The Regional Inspector General/Cairo is transmitting one copy of the report that the 
independent firm, El Wafa & Company prepared on the subject engagement.  
 
El Wafa & Company conducted the engagement in accordance with Generally Accepted 
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/West Bank and Gaza designed Phase I of the “Emergency Roads Rehabilitation Project,” 
to improve the roads infrastructure in six Governorates in West Bank and Gaza.  The Mission 
awarded 11 fixed price indefinite quantity contracts to local construction contractors.  The 
contracts were implemented through 27 firm fixed priced task orders totaling $13.9 million.  
The Mission included within each task order the fixed unit construction rates for the requested 
road rehabilitation activities identified within the negotiated bills of quantities.  The audit firm of 
El Wafa & Company conducted agreed upon procedures on selected 14 task orders totaling 
$9,012,089 awarded to 9 local construction contractors in Phase I of the project.  
 
The objective of this engagement was to report on the basis for price and quantity variances 
between the amounts that USAID negotiated and amounts the contractors actually incurred.  
This information was requested to make a determination if the negotiated fixed construction rates 
were reasonable compared to what the selected contractors actually paid.  Furthermore, a 
second objective was for El Wafa & Company to determine if each complied with specific 
contract terms and applicable laws and regulations.  
 
Because the audit firm was not engaged to conduct an audit, the auditors did not express an 
opinion. The auditors identified material instances of non-compliance with the contracts terms, 
laws and regulations, and Executive Order 13224.   The auditors reported that certain contractors 
were non-compliant with the Federal Acquisition Regulations that require contractors to select 
subcontractors on a competitive basis.   In addition, the auditors noted that provision pertaining to 
prohibition of terrorist financing required by the Acquisition and Assistance Policy Directive 
(AAPD) 02-04 was not included in the subcontracts.  Finally, the auditors noted that they were 
unable to determine price and quantity variances for seven contractors because those 
contractors lacked adequate accounting systems (Schedule A on page 8 of the report). 
 
 



Based on our review of the report, we are including two recommendations in USAID’s Audit 
Recommendations Tracking System to address the contractors’ deficient accounting systems 
and non-compliance with Executive Order 13224:  
 

Recommendation No. 1:  We recommend that the Contracting Officer, 
USAID/West Bank and Gaza, request the contractors covered by this audit to 
establish adequate accounting systems that facilitate proper accounting for the 
receipt and use of USAID funds, as a condition for negotiating any future awards.  

 
Recommendation No. 2:  We recommend that the Contracting Officer, 
USAID/West Bank and Gaza, inform the contractors covered by this audit of their 
legal responsibility to ensure that their subcontractors comply with the provision of 
prohibiting Terrorist Financing required by Acquisition & Assistance Policy 
Directive (AAPD) 02-04, and to include this provision in all subcontracts.  

 
Please advise the Office of Inspector General within 30 days of this memorandum of the action 
planned or taken to implement the recommendation.  
 
Enclosures: a/s    
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Agreed-Upon Procedures on Selected Construction Contractors to Evaluate 

USAID Resources Provided Under West Bank and Gaza’s Emergency Roads 

Rehabilitation Project Phase I 
 

Schedules 
 (Currency: U.S. Dollar) 

 
 

Schedule A 
 

Summary Results of Application of Agreed-Upon Procedures 
Currency: U.S. Dollar 

 
 
 

Contractor Name 

Variance 
Due to 
Price 

Variance 
Due to 

Quantity 

 
Total Price 
Variance 

 
 

Reference 
Saqqa And Khoudary Joint Venture 321,360 204,743 526,103 Schedule B1 
Saqqa And Khoudary Ltd. ND 141,560 ND Schedule B2 
Afaq General Contracting Group 15,914 (4,966) 10,948 Schedule B3 
Arab Contractors – Palestine ND (39,196) ND Schedule B4 
Ocean Contracting and Investment 
Co. Ltd. 

 
ND 

 
70,753 

 
ND 

 
Schedule B5 

Abu Wardah Co. Ltd. ND 269,817 ND Schedule B6 
Abu Shusheh General Contractor Co. ND 34,059 ND Schedule B7 
Tubeileh Arar Joint Venture ND ND ND Schedule B8 
Al-Tarifi Group Co. ND (2,704) ND Schedule B9 

 
ND: Not Determinable, refer to explanatory notes. 
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Schedule B1 

 
Summary of Application of Agreed-Upon Procedures 

 
Saqqa and Khoudary Joint Venture (SKJV) 

Currency: U.S. Dollar 
 

B1.1 Task order number 2 of contract 294-C-00-03-00208 
 

Basic Quantity 
Order Line 

Item 

 
 

Description 

 
Proposed 
Unit Price 

 
Actual 
Cost 

Variance 
Due to 
Price 

 
Estimated 
Quantity 

 
Actual 

Quantity* 

Variance 
Due to 

Quantity 

Total 
Price 

Variance 

 
 

Note 
4.03(a) Bituminous wearing course- 40mm 

thick 
 

7.14 
 

4.9 
 

46,558 
 

0 
 

20,785 
 

148,405 
 

194,963 
 
B1.1.1 

4.03(b) Bituminous wearing course- 50mm 
thick 

 
8.29 

 
6 

 
71,072 

 
52,859 

 
31,036 

 
(180,913) 

 
(109,841) 

 
B1.1.1 

4.04(a) Bitumouns binder course - 50 mm 
thick 

 
8.29 

 
6 

 
6,059 

 
0 

 
2,646 

 
21,935 

 
27,994 

 
B1.1.1 

4.08(b) Asphalt milling @ 30 mm thick 2.19 1.1 11,211 0 10,285 22,524 33,735  
B1.1.1 

4.08(c) Asphalt milling @ 40 mm thick 2.69 0.68 20,801 0 10,349 27,839 48,640 B1.1.1 
4.08(d) Asphalt milling @ 50 mm thick 3.44 1.3 13,867 0 6,480 22,291 36,158 B1.1.1 
5.13(a) Precast concrete curbstone 27.5 12 151,792 8,003 9,793 49,225 201,017 B1.1.2 
    321,360   111,306 432,666  
 
* Information based on CH2M Hill reports, which generally agree to company records. More details are included in the attached 

explanatory notes. 
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Schedule B1 (continued….) 
 
B1.2 Task order number 1&2 of contract 294-C-00-03-00209 

 
 

Task 
order 

Basic Quantity 
Order Line 

Item 

 
 

Description 

 
Proposed 
Unit Price 

 
Actual 
Cost 

Variance 
Due to 
Price 

 
Estimated 
Quantity 

 
Actual 

Quantity 

Variance 
Due to 

Quantity 

Total 
Price 

Variance 

 
 

Note 
1 2.01(a) Excavation in all materials. 5.5 2.25 48,519 5,000 14,929 54,610 103,129 B1.2.1 
1 2.02(a) Subgrade replacement (200 mm) 7.8 7.01 4,347 0 5,502 42,916 47,263 B1.2.1 
1 2.02(c) Topping (selected materials). 10.5 7.88 11,180 6,000 4,267 (18,197) (7,017) B1.2.1 
1 3.01(a) Sub base150 mm thick. 3.6 2.25 9,356 29,000 6,930 (79,452) (70,096) B1.2.1 
1 3.01(b) Sub base 200 mm thick. 4.3 2.70 11,808 0 7,380 31,734 43,542 B1.2.1 
1 3.02(c) Base course 200 mm thick. 8.6 3.5 86,695 15,000 16,999 17,191 103,886 B1.2.1 
1 4.03(b) Bituminous wearing course 50 mm 

thick. 
 

8.29 
 

ND 
 

ND 
 

10,000 
 

10,192 
 

1,592 
 

ND 
 
B1.2.2 

1 4.04(b) Bituminous binder course 60 mm 
thick. 

 
9.69 

 
ND 

 
ND 

 
11,000 

 
12,549 

 
15,010 

 
ND 

 
B1.2.2 

2 2.01(a) Excavation in all materials. 5.5 5.5 0 12,000 13,139 6,265 6,265 B1.2.3 
2 3.01(b) Sub-base 200 mm thick. 4.3 4.66 (10,474) 24,000 29,095 21,909 11,435 B1.2.3 
2 3.02(c) Base course 200 mm thick. 8.6 5.07 76,414 21,000 21,647 5,564 81,978 B1.2.3 
2 4.03(b) Bituminous wearing course 50 mm 

thick. 
 

8.29 
 

6.75 
 

32,588 
 

21,000 
 

21,161 
 

1,335 
 

33,923 
B1.2.3 

2 4.04(c) Bituminous wearing course 70 mm 
thick. 

 
10.88 

 
8.52 

 
45,999 

 
21,000 

 
19,491 

 
(16,418) 

 
29,581 

B1.2.3 

2 5.13 Precast curb stone 27.5 19 43,784 4,800 5,141 9,378 53,162 B1.2.3 
     ND   93,437 ND  

 
ND: Not Determinable, refer to the attached explanatory notes. 
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Agreed-Upon Procedures on Selected Construction Contractors to Evaluate 

USAID Resources Provided Under West Bank and Gaza’s Emergency Roads 

Rehabilitation Project Phase I 
 

Explanatory notes - Saqqa & Khoudary Joint Venture (SKJV) 
 (Currency: U.S. Dollar) 

 
 
Task order number 2 of contract 294-C-00-03-00208 
 
 
General Note 
 
USAID/West Bank and Gaza awarded Saqqa and Khoudary Joint Venture under 
contract number 294-C-00-03-00208 a task order (task order number 2) with a total 
estimated price of USD 1,158,129 to undertake road rehabilitation in Bethlehem. 
 
B1.1.1 
 
Contractor’s basis for the proposed unit price 
 
Saqqa & Khoudary Joint Venture (SKJV) subcontracted all the works under these items 
to a local contracting company called “Al Za’aqiq” Company (the Subcontractor). 
SKJV’s proposed unit prices were based on their experience in the field of contracting. 
 
Documentary evidence reviewed to verify actual costs 
 

 The subcontract between SKJV and the Subcontractor (the Subcontract), which 
stated that the Subcontractor was responsible for providing all the materials, 
equipment and labor needed to perform the work.  

 Progress payments made by SKJV to the Subcontractor, although stipulated in the 
Subcontract, no official tax invoices were submitted by the Subcontractor, and 
payments were made by SKJV to the subcontractor based on progress reports. 

 The actual costs column in schedule B1.1 represents the actual prices paid by SKJV 
to the Subcontractor.  

 
Were funds used for intended purposes? 
 
Our review indicated that funds were generally used for purposes of the subject task 
order. However, SKJV has subcontracted the major tasks under the task order without 
abiding with USAID regulations (FAR 52.244-5) which require selecting subcontractors 
on competitive basis. Further, SKJV did not disclose the substance of FAR 52.203-6 in 
the subcontract agreement. The Subcontract however included wording to the effect 
that all tasks and responsibilities of SKJV towards USAID are transferred to the 
Subcontractor. 
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Did item cost exclude VAT? 
 
The Subcontract agreement between SKJV and the Subcontractor stated that prices are 
VAT exclusive and also stated that the Subcontractor shall submit zero VAT invoices 
to SKJV. However neither zero VAT nor VAT inclusive invoices were submitted, 
which indicates that item cost most probably excluded VAT. 
 
Actual quantities 
 
The actual quantity column in schedule B1.1 represents the quantities completed by 
the Subcontractor according to the measurements reported in CH2M HILL’s progress 
report. SKJV used the same measurements to pay the Subcontractor. 
 
 
B1.1.2 
 
Contractor’s basis for the proposed unit price 
 
SKJV purchased the precast curbstone and the concrete necessary for installation from 
external suppliers, and hired labor to do the installation and painting works. Other 
needed works such as excavation and cleaning was done internally. The proposed unit 
price for the supply and installation of curbstone was based on SKJV’s experience. 
 
 
Documentary evidence reviewed to verify actual costs 
 
SKJV maintained separate records for the costs associated with this item. We reviewed 
samples of invoices for curbstone and concrete and found them to the generally 
adequate. We also reviewed samples of invoices for labor costs. Based on our review, 
the total material and labor paid cost per linear meter was approximately USD 9.47. 
Cost of equipment usage is not available. However, based on our experience with 
other contractors, the equipment usage cost brings the total unit cost to approximately 
USD 12. 
 
Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
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Did item cost exclude VAT? 
 
SKJV pays and refunds VAT on its purchases since SKJV is a commercial entity. 
Therefore, item cost excluded VAT. 
 
 
Actual quantities 

 
SKJV maintained separate records for the curbstone, concrete and labor costs 
associated with this item. However, we used the actual quantities as per the CH2M 
Hill’s progress reports because SKJV’s records reflect actual quantities in different 
measurement units (i.e m3 for concrete rather than linear meter) which requires 
conversion for comparatively purposes. We converted samples to linear meters and 
found them to reasonably approximate CH2M Hill reports. 
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Task order number 1&2 of contract 294-C-00-03-00209 
 
General Note 
 
USAID/West Bank and Gaza awarded Saqqa and Khoudary Joint Venture under 
contract number 294-C-00-03-00209 two task orders (task orders number 1&2) with a 
total estimated price of USD 2,000,000 to undertake road rehabilitation in Jenin and 
Betunia. 
 
 
B1.2.1 
 
Contractor’s basis for the proposed unit price 
 
Saqqa & Khoudary Joint Venture (SKJV) subcontracted all the works under these items 
to a local contracting company called “Al Zayed” Contracting Company (the 
Subcontractor). SKJV’s proposed unit prices were based on their experience in the field 
of contracting. 
 
 
Documentary evidence reviewed to verify actual costs 
 

 The subcontract between SKJV and the Subcontractor (the Subcontract). According 
to this Subcontract, the Subcontractor was responsible for providing all the 
materials, equipment and labor needed to perform the work.  

 Progress payments made by SKJV to the Subcontractor. Although stipulated in the 
Subcontract, no official tax invoices were submitted by the Subcontractor, and 
payments were made by SKJV to the subcontractor based on progress reports. 

 
Note: 
The actual costs column in schedule B1.2 represents the actual prices paid by SKJV 
to the Subcontractor. We noted a change in the cost of item 3.02(c) (base course 200 
mm thick). This item was subcontracted at NIS 12 (USD 2.7) per square meter, and 
this rate was applied to approximately 13,300 square meters out of the total area of 
16,999 square meters and the remaining quantity was billed at rates ranging from NIS 
25 (USD 5.63) to NIS 35 (USD 7.88). SKJV explained that the base course applied to 
side walks and medians commands a higher cost because more time and labor’s 
required. The USD 3.5 appearing under the actual cost column in schedule B1.2 above 
represents an approximate average of the actual prices paid for this item [3.02(c)]. 
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Were funds used for intended purposes? 
 
Our review indicated that funds were generally used for purposes of the subject task 
order. However, SKJV has subcontracted the major tasks under the task order without 
abiding with USAID regulations (FAR 52.244-5) which require selecting subcontractors 
on competitive basis. Further, SKJV did not disclose the substance of FAR 52.203-6 in 
the subcontract agreement. The Subcontract however included wording to the effect 
that all tasks and responsibilities of SKJV towards USAID are transferred to the 
Subcontractor. 
 
 
Did item cost exclude VAT? 
 
SKJV obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. On the other hand, the Subcontract agreement between SKJV and 
the Subcontractor stated that prices are VAT inclusive. The Subcontractor submitted 
neither zero VAT nor VAT inclusive invoices. We noted that SKJV paid the 
Subcontractor based on the VAT inclusive prices stated in the Subcontract, which 
indicates that the item cost most probably did not exclude VAT. If official VAT 
invoices were never issued by the Subcontractor, the end beneficiary of the VAT would 
have been the subcontractor rather than the VAT authority. 
 
 
Actual quantities: 
 
The actual quantity column in schedule B1.2 represents the quantities on the basis of 
which payments to the Subcontractor were made. Such quantities were higher than the 
quantities approved by CH2M Hill. The table below illustrates the differences: 
 

 
 

Item 

 
 

Description 

Actual 
Quantity – 
CH2M Hill 

Actual 
Quantity - 

Subcontractor 

 
 

Variance 
2.01(a) Excavation in all materials. 14,929 14,929 0 
2.02(a) Subgrade replacement (200 mm) 4,282 5,502 1,220 
2.02(c) Topping (selected materials). 4,027 4,267 240 
3.01(a) Sub base150 mm thick. 6,480 6,930 450 
3.01(b) Sub base 200 mm thick. 7,149 7,380 231 
3.02(c) Base course 200 mm thick. 16,888 16,999 111 
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B1.2.2 

 
Contractor’s basis for the proposed unit price 
 
SKJV’s proposed unit price of this item was based on experience in the field of 
contracting. 
 
 
Documentary evidence reviewed to verify actual costs 

 
SKJV purchased ready hot asphalt mix from a local supplier. We reviewed samples of 
invoices which indicated that the cost of one ton of hot asphalt mix was around USD 
26.5 (Note: 1 ton of hot asphalt mix yields approximately 7 m2 at 50 mm thickness). 
SKJV utilized its own equipment and labor to perform the work. We could not verify 
actual equipment and labor costs per square meter of work since no costing system is 
maintained by SKJV. Accordingly, no actual cost figure was tabulated for this item. 
 
 
Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
 
 
Did item cost exclude VAT? 
 
SKJV obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. For items purchased from external suppliers, SKJV pays and 
refunds VAT on such purchases since SKJV is a commercial entity. Therefore, item cost 
excluded VAT. 

 
 

Actual quantities 
 

SKJV records indicated that 2,985 tons of hot asphalt mix were purchased. This 
quantity was used for items 4.03(b) and 4.04 (b) in schedule B1.2. The 2,985 tons yield 
approximately 21,000 m2 according to an average conversion unit obtained from 
different contractors. The actual quantities in CH2M Hill report for these two items are 
10,192 m2 and 12,549 m2 respectively (totaling 22,741 m2) which approximates the 
quantities per SKJV records. 
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B1.2.3 
 
Contractor’s basis for the proposed unit price 
 
Saqqa & Khoudary Joint Venture (SKJV) subcontracted all the works under these items 
to ABU SHUSHEH. SKJV’s proposed unit prices were based on their experience in the 
field of contracting. 
 
Documentary evidence reviewed to verify actual costs 
 

 The subcontract between SKJV and ABU SHUSHEH. According to this subcontract, 
the Subcontractor was responsible for providing all the materials, equipment and 
labor needed to perform the work.  

 Progress payments made by SKJV to the Subcontractor. No official tax invoices 
were submitted by the Subcontractor and payments were made by SKJV to the 
subcontractor based on progress reports. 

 Final settlement for the Subcontract. 
 
 
Were funds used for intended purposes? 
 
Our review indicated that funds were generally used for purposes of the subject task 
order. However, SKJV has subcontracted the major tasks under the task order without 
abiding with USAID regulations (FAR 52.244-5) which require selecting subcontractors 
on competitive basis. Further, SKJV did not disclose the substance of FAR 52.203-6 in 
the subcontract agreement. The Subcontract however included wording to the effect 
that all tasks and responsibilities of SKJV towards USAID are transferred to the 
Subcontractor. 
 
 
Did item cost exclude VAT? 
 
SKJV obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. On the other hand, the Subcontract agreement between SKJV and 
the Subcontractor stated that prices are VAT exclusive. The Subcontractor (ABU 
SHUSHEH) did not submit official invoices. We noted that SKJV paid the 
Subcontractor based on the VAT exclusive prices stated in the Subcontract, which 
indicates that item cost most probably excluded VAT. 
 
 
Actual quantities 

 
The official record of actual quantities completed is the final progress report signed by 
both SKJV and ABU SHUSHEH. The quantities in this report reflect the same 
quantities reported in CH2M Hill final report. 
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SKJV’s Comments 
 
We submitted to SKJV their respective schedule and the related notes and findings. 
Mr. Tareq Abdel Raheem, the financial manager of SKJV, provided us with a written 
response which included clarifications of certain points mentioned in the report. Our 
report was generally acceptable to SKJV. SKJV’s written response is included in its 
entirety as appendix “A” to our report.  
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Schedule B2 

 
Summary of Application of Agreed-Upon Procedures 

 
Saqqa and Khoudary Ltd. (SKLTD) 

Currency: U.S. Dollar 
 

Basic Quantity 
Order Line 

Item 

 
 

Description 

 
Proposed 
Unit Price 

 
Actual 
Cost 

Variance 
Due to 
Price 

 
Estimated 
Quantity 

 
Actual 

Quantity* 

Variance 
Due to 

Quantity 

Total 
Price 

Variance 

 
 

Note 
2.01(a) Excavation in all materials. 5.5 ND ND 1,885 3,780 10,423 ND B2.1 
3.01(a) Sub-base 150 mm thick. 3.6 ND ND 1,850 5,643 13,655 ND B2.2 
3.02(c) Base course 200 mm thick. 8.6 ND ND 975 11,328 89,036 ND B2.2 
4.03(b) Bituminous wearing course 50 mm 

thick. 
 

7.2 
 

4.9 
 

18,823 
 

10,000 
 

8,184 
 

(13,075) 
 

ND 
 
B2.3 

4.04(b) Bituminous binder course 60 mm 
thick. 

 
8.6 

 
4.9 

 
41,914 

 
6,500 

 
11,328 

 
41,521 

 
ND 

 
B2.3 

    ND   141,560 ND  
 
 

* Based on CH2M Hill reports. 
 
ND: Not Determinable, refer to the attached explanatory notes. 
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Agreed-Upon Procedures on Selected Construction Contractors to Evaluate 

USAID Resources Provided Under West Bank and Gaza’s Emergency Roads 

Rehabilitation Project Phase I 
 

Explanatory notes -  Saqqa & Khoudary Ltd.(SKLTD) 
(Currency: U.S. Dollar) 

 
General Note 
 
USAID/West Bank and Gaza awarded Saqqa and Khoudary Ltd. under contract 
number 294-C-00-03-00213 a task order (task order number 2) with a total estimated 
price of USD 413,050 to undertake rehabilitation of the Gaza-Beit Hanoun road. 
 
 
B2.1 
 
Contractor’s basis for the proposed unit price 
 
SKLTD owns all the equipment required for excavation. As a result, their proposed 
unit price was based on their past experience and their knowledge of market prices for 
similar equipment necessary to do similar work. SKLTD added certain margins for 
overhead and profit. Further, SKLTD does not maintain a costing system, and 
therefore reliable information about costs of products and activities is not available. 

 
 

Documentary evidence reviewed to verify actual costs 
 
In the absence of a costing system, and since no payments were made to suppliers, no 
documentary evidence was available for review purposes.  
 
 

Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
 

 
Did item cost exclude VAT? 
 
SKLTD obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. Therefore, item cost excluded VAT. 
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Actual quantities 

 
There is no record of quantities excavated. The only available source of information is 
CH2M Hill’s Progress Payment Reports. Each Progress Payment Report is ratified by 
SKLTD and CH2M Hill’s engineers. We understood that SKLTD’s project engineer 
usually accompanies CH2M Hill’s engineer when measurements are taken. For 
purposes of completing the schedules, we used the actual quantities reported in CH2M 
Hill progress reports. 
 
 
B2.2 
 
Contractor’s basis for the proposed unit price 
 
Proposed unit price was based on past experience and knowledge of market prices for 
similar work. SKLTD added certain margins for overhead and profit. 

 
Documentary evidence reviewed to verify actual costs 
 

SKLTD purchased the sub-base from a local supplier who did not issue official tax 
invoices, rather payments were made based on payment requests. We reviewed 
samples of these payment requests. 
 
For base course, we reviewed supplier invoices and noted that such invoices included 
the cost of base course only and excluded the cost of transportation. Further, SKLTD 
obtained partial invoices of the transportation costs (approximately 33% of 
transportation costs). 
 
In addition, SKLTD used its own equipment and labor to complete the base course and 
sub-base works. We could not verify actual equipment and labor costs incurred in the 
absence of a costing system. Therefore, no figures for actual costs for these items were 
tabulated in schedule B2. 
 

Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 

 
Did item cost exclude VAT? 
 
SKLTD obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. For purchases from external suppliers, SKLTD paid and refunded 
VAT on the quantities purchased supported by tax invoices. For items that were not 
supported by tax invoices (sub-base and partial cost of transportation), it is unlikely 
that SKLTD incurred VAT towards this item. Therefore, item cost excluded VAT. 
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Actual quantities 
 

A record of actual base course and sub-base quantities is available. SKLTD records 
indicated that approximately 990 m3 of sub-base were purchased. This quantity is 
higher than the quantity shown in CH2M Hill report by around 325 m3 (approximately 
2,167 m2). The project engineer justified that the difference was used for item 2.02(a) 
(sub-grade replacement). CH2M Hill final report indicated that 586 m3 (2,930 m2 at a 
thickness of 20mm) of sub-grade replacement were completed which renders the 
engineer’s justification reasonable. 
 
For base course, SKLTD records indicated that 7,423 tons of base course were 
purchased. This quantity yields approximately 16,702 m2 at 200mm thickness (Note: 1 
ton of base course yields an average of approximately 2.25 m2 at 200mm thickness 
according to aggregate information obtained during our work). The actual quantity per 
CH2M Hill report was 11,328 m2, which means that the quantity purchased by SKLTD 
is 47% higher than the quantity approved by CH2M Hill and billed to USAID. SKLTD 
justified the difference on the basis that it was used for curbstone installation which we 
could not reasonably verify. Therefore, actual quantities reported in schedule B2 for 
this item is the quantity reported by CH2M Hill. 
 
 
B.2.3 

 
Contractor’s basis for the proposed unit price 
 
SKLTD’s proposed unit price of this item was based on experience. 
 
 
Documentary evidence reviewed to verify actual costs 

 
SKLTD purchased ready hot asphalt mix from a local supplier. We reviewed related 
invoices, which indicated that the cost of one ton of hot asphalt mix was around USD 
27.33 (Note: 1 ton of hot asphalt mix yields approximately 7 m2 at 50 mm thickness). 
SKLTD leased the equipment needed to complete the asphalt works from the same 
supplier. According to the SKLTD’s records, the lease cost was USD 7 per ton 
including the cost of the tack coat. We could not verify the equipment lease cost since 
no tax invoices were submitted to SKLTD by the supplier of the equipment. 
 
Based on the above, and although we were unable to verify actual lease costs incurred 
for the equipment, the actual cost figure per m2 of bituminous wearing and binder 
courses, as can be computed based on available information from SKLTD records, is 
USD 4.9 {(USD 27.33+USD 7)/7 m2 per ton)}. 
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Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
 
Did item cost exclude VAT? 
 
SKLTD obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. For items purchased from external suppliers, SKLTD pays and 
refunds VAT on such purchases since SKLTD is a commercial entity. Therefore, item 
cost excluded VAT. 
 
 
Actual quantities 

 
SKLTD records indicated that 2,518 tons of hot asphalt mix were purchased. This 
quantity covers items 4.03(b) and 4.04 (b) in schedule B2. The 2,518 tons yield 
approximately 17,626 m2 according to an average conversion unit obtained from 
different contractors. The actual quantities in CH2M Hill report for these two items 
were 8,184 m2 and 11,328m2 respectively (totaling 19,512 m2) which approximates the 
quantities per SKLTD records. 
 
 
SKLTD’s Comments 
 
We submitted to SKLTD their respective schedule and the related notes and findings. 
Mr. Tareq Abdel Raheem, the financial manager of SKLTD, provided us with a written 
response which included clarifications of certain points mentioned in the report. Our 
report was generally acceptable to SKLTD. SKLTD’s written response is included in its 
entirety as appendix “A” to our report.  
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Schedule B3 
 

Summary of Application of Agreed-Upon Procedures 
 

Afaq General Contracting Group (AFAQ) 
Currency: U.S. Dollar 

 
 

Basic Quantity 
Order Line 

Item 

 
 

Description 

 
Proposed 
Unit Price 

 
Actual 
Cost 

Variance 
Due to 
Price 

 
Estimated 
Quantity 

 
Actual 

Quantity 

Variance 
Due to 

Quantity 

Total 
Price 

Variance 

 
 

Note 
2.01(a) Excavation to level in all materials 5.00 4.00 1,926 0 1,926 9,630 11,556 B3.1 
3.02(c) Base course 200 mm thick 3.70 3.20 1,819 0 3,637 13,457 15,276 B3.1 
4.02 Bituminious tack coat (RC-70/ RC 250) 0.59 0.50 358 5,300 3,973 (783) (425) B3.1 
4.03(b) Bituminous wearing course 50 mm 

thick 
6.3 5.40 3,576 5,300 3,973 (8,360) (4,784) B3.1 

4.03(c) Bituminous wearing course 60 mm 
thick  

6.70 5.70 2,797 0 2,797 18,740 21,537 B3.1 

4.08(a) Asphalt milling 20 mm thick 1.10 0.85 993 5,300 3,973 (1,460) (467) B3.1 
5.13 Supply and install precast curbstone 18.00 13.00 925 640 185 (8,190) (7,265) B3.1 
5.15 Supply and install interlocking block 28.00 24.00 3,520 1,880 880 (28,000) (24,480) B3.1 
    15,914   (4,966) 10,948  
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Agreed-Upon Procedures on Selected Construction Contractors to Evaluate 

USAID Resources Provided Under West Bank and Gaza’s Emergency Roads 

Rehabilitation Project Phase I 
 

Explanatory notes - Afaq General Contracting Group (AFAQ) 
 (Currency: U.S. Dollar) 

 
 
General Note 
 
USAID/West Bank and Gaza awarded Afaq General Contracting Group under 
contract number 294-C-00-03-00216 a task order (task order number 1) with a total 
estimated price of USD 135,014 to undertake road rehabilitation in Nablus. 
 
B3.1 
 
Contractor’s basis for the proposed unit price 
 
Afaq General Contracting Group (AFAQ) has subcontracted all the works under the 
task order to a local contracting company “Al–Sarh” General Contracting Company 
(the Subcontractor) for the sum of USD 103,433. AFAQ’s proposed unit prices were 
based on the price quotation obtained from the Subcontractor plus profit and overhead 
margins. 
 
Documentary evidence reviewed to verify actual costs 
 

 The subcontract between AFAQ and the Subcontractor (the Subcontract). 
According to this Subcontract, AFAQ’s role was limited to engineering supervision 
while all other tasks were carried out by the Subcontractor who was responsible for 
providing all the materials, equipment and labor needed to perform the work.  

 Progress payments made by AFAQ to the Subcontractor. 
 Final settlement between AFAQ and the Subcontractor indicating that the latter has 

received all the payments related to task order No. 1 from AFAQ according to the 
agreed measurements and the unit prices. 

 
Note: the numbers in the actual costs column in schedule B3 represent the actual prices 
incurred by AFAQ to the Subcontractor.  
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Were funds used for intended purposes? 
 
Our review indicated that funds were generally used for purposes of the subject task 
order. However, AFAQ has subcontracted the task order without abiding with USAID 
regulations (FAR 52.244-5) which require selecting subcontractors on competitive 
basis. Further, AFAQ did not disclose the substance of FAR 52.203-6 in the subcontract 
agreement. 
 
In addition to the above, AFAQ withheld USD 16,976 from the Subcontract total billing 
as settlement of the Subcontractor’s dues to certain companies affiliated to AFAQ. 
 
Did item cost exclude VAT? 
 
The Subcontract agreement between AFAQ and the Subcontractor stated that prices 
are VAT exclusive. 
 
Actual quantities 
 
The actual quantity column in schedule B3 represents the quantities performed by the 
Subcontractor according to the measurements reported in CH2M HILL’s progress 
report. AFAQ used the same measurements to pay the Subcontractor. 
 
 
AFAQ’s Comments 
 
We submitted to AFAQ their respective schedule and the related notes and findings 
but we have not received their response yet. 
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Schedule B4 

 
Summary of Application of Agreed-Upon Procedures 

 
Arab Contractors – Palestine (ARAB CONTRACTORS) 

Currency: U.S. Dollar 
B4.1 Task order number 1 of contract 294-C-00-03-00215 

 
Basic Quantity 

Order Line 
Item 

 
 

Description 

 
Proposed 
Unit Price 

 
Actual 
Cost 

Variance 
Due to 
Price 

 
Estimated 
Quantity 

 
Actual 

Quantity 

Variance 
Due to 

Quantity 

Total 
Price 

Variance 

 
 

Note 
2.01(a) Excavation to level in all materials 5.2 ND ND 3,500 3,108 (2,038) ND B4.1.1 
3.02(a) Base course 100 mm thick 4.0 ND ND 4,600 2,213 (9,548) ND B4.1.2 
3.02(c) Base course 200 mm thick 4.5 ND ND 7,400 16,356 40,302 ND B4.1.2 
4.01 Prime coat ( MC-70). 1.1 0(A) 15,277 7,500 13,888 7,027 22,304 B4.1.3 
4.02 Bituminious tack coat (RC-70/ RC 

250) 
 

1.1 
 

0(B) 
 

22,559 
 

20,000 
 

20,508 
 

559 
 

23,118 
 
B4.1.3 

4.03(b) Bituminous wearing course 50 mm 
thick 

 
8.6 

 
6.5 

 
43,067 

 
20,000 

 
20,508 

 
4,369 

 
47,436 

 
B4.1.3 

4.04(a) Bituminous binder course 50 mm 
thick  

 
8.5 

 
6.5 

 
23,348 

 
7,500 

 
11,674 

 
35,479 

 
58,827 

 
B4.1.3 

4.05 Asphalt wearing course for side 
walks 30 mm thick. 

 
5.4 

 
4 

 
3,098 

 
4,600 

 
2,213 

 
(12,890) 

 
(9,792) 

 
B4.1.3 

4.07 Hot asphalt mix for patching and 
leveling course. 

 
70 

 
40 

 
1,260 

 
0 

 
42 

 
2,940 

 
4,200 

 
B4.1.3 

5.13 Supply and install precast 
curbstone 

 
26.4 

 
ND 

 
ND 

 
2,000 

 
1,295 

 
(18,612) 

 
ND 

 
B4.1.4 

    ND   47,588 ND  
(A) included in the actual cost of items 4.04(a) and 4.05. 
(B) included in the actual cost of item 4.03(b). 
 
ND: Not Determinable, refer to the attached explanatory notes. 
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B4.2 Task orders number 2  of contract 294-C-00-03-00217 

 
Basic Quantity 

Order Line 
Item 

 
 

Description 

 
Proposed 
Unit Price 

 
Actual 
Cost 

Variance 
Due to 
Price 

 
Estimated 
Quantity 

 
Actual 

Quantity 

Variance 
Due to 

Quantity 

Total 
Price 

Variance 

 
 

Note 
2.01(a) Excavation to level in all materials 5.2 ND ND 13,500 9,294 (21,871) ND B4.2.1 
3.01(b) Sub base 100 mm thick 4.5 ND ND 19,200 3,260 (71,730) ND B4.2.1 
3.02(c) Base course 200 mm thick 4.5 ND ND 62,000 60,511 (6,701) ND B4.2.1 
4.01 Prime coat ( MC-70). 1.1 ND ND 38,400 44,620 6,842 ND B4.2.1 
4.02 Bituminious tack coat (RC-70/ RC 

250) 
 

1.1 
ND ND  

34,700 
 

37,760 
 

3,366 
ND B4.2.1 

4.03(b) Bituminous wearing course 50 mm 
thick 

 
8.6 

ND ND  
34,700 

 
31,702 

 
(25,783) 

ND B4.2.1 

4.04(a) Bituminous binder course 50 mm 
thick  

 
8.6 

ND ND  
34,700 

 
38,540 

 
33,024 

ND B4.2.1 

4.05 Asphalt wearing course for side 
walks 30 mm thick. 

 
5.4 

 
ND 

 
ND 

 
4,400 

 
3,672 

 
(3,931) 

 
ND 

B4.2.1 

    ND   (86,784) ND  
 
ND: Not Determinable, refer to the attached explanatory notes. 
 
Task Order Number 3: 
 
The items and findings for task order number 3 are similar to those of task order number 2. In addition, the value of task order number 3 is 
only 6.9% of task order number 2. Based on the above, we decided not to repeat the above schedule.  
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Agreed-Upon Procedures on Selected Construction Contractors to Evaluate 

USAID Resources Provided Under West Bank and Gaza’s Emergency Roads 

Rehabilitation Project Phase I 
 

Explanatory notes -  Arab Contractors – Palestine (ARAB CONTRACTORS) 
 (Currency: U.S. Dollar) 

 
 
Task order number 1 of contract 294-C-00-03-00215 
 
 
General Note 
 
USAID/West Bank and Gaza awarded Arab Contractors - Palestine under contract 
number 294-C-00-03-00215 a task order (task order number 1) with a total estimated 
price of USD 615,509 to undertake rehabilitation of the city of “Halhoul “internal 
roads.  
 
ARAB CONTRACTORS is located in Gaza and the work was performed in the West 
Bank. Accordingly, ARAB CONTRACTORS hired an agent “Mahmoud Karaja” (the 
Agent) to manage the job. This Agent undertook the responsibility of hiring labor, 
companies and equipment through direct negotiations. We called this Agent by phone 
and he informed us that selection of service providers was not based on competition; 
rather it was based on his decision taking into consideration the location constraints.  
 
Most of the payments made to suppliers and service providers were not supported by 
official supporting documents. As we understood from the Agent, the suppliers and 
service providers signed a form to the effect that they have received their dues. In most 
cases, such forms did not specify the amounts paid. 
 
Further, ARAB CONTRACTORS provided us, through the Agent, with a document 
comprising the breakdown of proposed unit prices. For each item, ARAB 
CONTRACTORS listed direct unit costs and added a figure for overhead and profit 
 
In addition, ARAB CONTRACTORS provided us with a listing of the expenditures 
incurred for this task order. This listing was prepared using an Excel sheet and did not 
generate from an accounting system. As we understood from the Agent, the listing was 
recently prepared by an accountant hired by the Agent. We understood based on 
discussion with the Agent that the accountant works with him on different projects 
and was not a fully dedicated accountant of ARAB CONTRACTORS. 
 
Finally, we required the Agent to provide for us the original supporting documents 
related to the task order. He informed us that such documents are maintained by the 
accountant and that he will try to arrange for us to review such documents. Todate we 
have not received any such documents. 
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B4.1.1 
 
Contractor’s basis for the proposed unit price 
 
ARAB CONTRACTORS subcontracted the excavation works to a local contractor 
named “Salah Karaja” (the Subcontractor). ARAB CONTRACTORS’ proposed unit 
price was based on their experience in the tabulated of contracting. 
 
Documentary evidence reviewed to verify actual costs 
 
There were no supporting documents for us to review. The listing of expenditures 
indicated that NIS 95,500 (USD 21,705) was paid to the Subcontractor which is greater 
than the amount received by ARAB CONTRACTORS from USAID. We could not 
verify actual unit cost and therefore no figure was tabulated in schedule B4.1. 
 
Were funds used for intended purposes? 
 
We have no means of verifying whether funds were used for intended purposes since 
no sufficient competent documents were available. In addition, ARAB 
CONTRACTORS has subcontracted the major tasks under the task order without 
abiding with USAID regulations (FAR 52.244-5) which require selecting subcontractors 
on competitive basis. Further, there was no written agreement with the Subcontractor. 
 
 
Did item cost exclude VAT? 
 
Unlike the other contractors, ARAB CONTRACTORS did not obtain VAT exemption 
from the Palestinian Authority. The Subcontractor did not issue an official tax invoice, 
so the item cost most probably excluded VAT. 
 
 
Actual quantities: 
 
The actual quantity for this item as shown in schedule B4.1 represents the quantities 
reported in CH2M HILL’s progress report. No other source of information is available. 
 
 
B4.1.2 
 
Contractor’s basis for the proposed unit price 
 
The listing of expenditures referred to in the general note above indicated that ARAB 
CONTRACTORS, through the Agent, purchased the materials and leased the 
equipment needed to do the work under these items. ARAB CONTRACTORS’ 
proposed unit price was based on their experience in the field of contracting. 
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Documentary evidence reviewed to verify actual costs 
 
It appears that purchases were made without supporting invoices. We were not able to 
review any documents to verify actual costs and therefore no figure was tabulated in 
schedule B4.1 
 
 
Were funds used for intended purposes? 
 
We have no means of verifying this matter because no sufficient competent documents 
were available. In addition, ARAB CONTRACTORS subcontracted the major tasks 
under the task order without abiding with USAID regulations (FAR 52.244-5) which 
require selecting subcontractors on competitive basis. Further, there was no written 
agreement with the Subcontractor. 
 
Did item cost exclude VAT? 
 
Unlike the other contractors, ARAB CONTRACTORS did not obtain VAT exemption 
from the Palestinian Authority. The suppliers did not issue official tax invoices, the 
payments were made against receipt vouchers, therefore, the item cost most probably 
excluded VAT. 
 
 
Actual quantities: 
 
The actual quantity for this item as shown in schedule B4.1 represents the quantities 
reported in CH2M HILL’s progress report. No other source of information is available. 
 
 
B4.1.3 
 
Contractor’s basis for the proposed unit price 
 
ARAB CONTRACTORS subcontracted all the asphalt works to OCEAN (the 
Subcontractor). ARAB CONTRACTORS’ proposed unit price was based on their 
experience in the field of contracting. 
 
 
Documentary evidence reviewed to verify actual costs 
 

 The subcontract between ARAB CONTRACTORS and the Subcontractor (the 
Subcontract). According to this Subcontract, ARAB CONTRACTORS’ role was 
limited to provide the work plan and safety requirements while all other tasks were 
carried out by the Subcontractor who was responsible for providing all the 
materials, equipment and labor needed to perform the work.  

 Progress payments made by ARAB CONTRACTORS to the Subcontractor. 
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 Final settlement between ARAB CONTRACTORS and the Subcontractor which 
indicates that the latter has received all the payments due from ARAB 
CONTRACTORS. 

 The official tax invoice issued by OCEAN to ARAB CONTRACTORS (the invoice 
covered task order number 2 of the same contract which is not part of our scope of 
work). 

 
Note: Actual cost figures shown in schedule B4.1 above represent rates agreed between 
ARAB CONTRACTORS and OCEAN.  
 
 
Were funds used for intended purposes? 
 
Our review indicated that funds were generally used for purposes of the subject task 
order. However, ARAB CONTRACTORS subcontracted the major tasks under the task 
order without abiding with USAID regulations (FAR 52.244-5) which require selecting 
subcontractors on competitive basis. Further, ARAB CONTRACTORS did not disclose 
the substance of FAR 52.203-6 in the subcontract agreement. 
 
 
Did item cost exclude VAT? 
 
Unlike the other contractors, ARAB CONTRACTORS did not obtain VAT exemption 
from the Palestinian Authority. The Subcontractor issued an official tax invoice to 
ARAB CONTRACTORS who was not able to refund such VAT (USD 67,539) from the 
Palestinian Authority. Accordingly item cost included VAT. 
 
 
Actual quantities: 
 
The actual quantity for this item as shown in schedule B4.1 represents the quantities 
reported in CH2M HILL’s progress report, such quantities differed from quantities 
billed by OCEAN (the Subcontractor) to ARAB CONTRACTORS. The major difference 
was in item 4.03(b) - bituminous wearing course 50 mm thick. The quantity per CH2M 
Hill report was 20,508 square meters while it was 47,455 square meters in the final 
settlement document between ARAB CONTRACTORS and OCEAN. ARAB 
CONTRACTORS explained that this quantity (47,455 square meters) included quantity 
related to task order number 2 which is not part of our scope of work. 
 



 

33 

 
B4.1.4 
 
Contractor’s basis for the proposed unit price 
 
ARAB CONTRACTORS purchased the precast curbstone, concrete, paints and other 
materials necessary to install the curbstone from external suppliers and hired labor to 
do the installation and painting works. The proposed unit price was based on their 
experience in the field of contracting. 
 
 
Documentary evidence reviewed to verify actual costs 
 
• We reviewed samples of curbstone invoices. The cost of 1 linear meter of curbstone 

was USD 3.90 including VAT.  
• ARAB CONTRACTORS hired a local contractor to provide labor (without a written 

contract) for the installation and painting works. ARAB CONTRACTORS’ listing of 
expenditures indicated that NIS 36,476 (USD 8,366) was paid for curbstone 
installation and painting (we could not verify actual payment). The average 
installation and painting cost per 1 linear meter of curbstone based on the actual 
quantity approved in CH2M Hill final report (1,295 linear meters) was USD 6.46.  

• For concrete, ARAB CONTRACTORS’ listing of expenditures indicated that NIS 
32,159 (USD 7,309) was paid for concrete used in this item and other items (we 
could not verify actual payment). There is no record of concrete used for this item 
only. 

• Based on the above, the total actual cost paid for 1 linear meter of curbstone, 
excluding concrete which we could not adequately verify, was USD 10.36. 

• Since we could not adequately verify the actual cost of internally owned equipment 
and the cost of concrete, no actual cost figure was tabulated in schedule B4.1. 

 
Were funds used for intended purposes? 
 
For curbstone purchases, our work did not reveal any indications that funds were not 
used for intended purposes. We could not verify this matter for hired services 
(installation…etc.), since we did not receive supporting documents. 
 
Did item cost exclude VAT? 
 
Unlike the other contractors, ARAB CONTRACTORS did not obtain VAT exemption 
from the Palestinian Authority. The suppliers of curbstone and concrete issued official 
tax invoices (including VAT) to ARAB CONTRACTORS who was not able to refund 
such VAT. Accordingly item cost included VAT. For services (installation…etc.), no tax 
invoices were issued, accordingly item cost most probably excluded VAT. 
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Actual quantities 
 

ARAB CONTRACTORS’s records indicated that 1,710 linear meters of curbstone were 
purchased. According to information obtained from other contractors, curbstone 
usually results in around 5% waste. So this quantity yields a net of 1,625 linear meters 
which is 25% higher than the actual quantity approved in CH2M Hill report (1,295 
linear meters). 
 
Based on the above, we used the quantity approved in CH2M Hill report to tabulate 
schedule B4.1 above because installation work was undertaken by a third party and no 
records of actual quantities was available. 
 
 
Task order number 2&3 of contract 294-C-00-03-00217 
 
 
General Note 
 
USAID/West Bank and Gaza awarded Arab Contractors - Palestine under contract 
number 294-C-00-03-00217 two task orders (task orders number 2&3) with a total 
estimated price of USD 1,630,194 to rehabilitate “Jama’in “road.  
 
 
B4.2.1 
 
Contractor’s basis for the proposed unit price 
 
ARAB CONTRACTORS’ proposed unit price was based on their experience in the field 
of contracting. 
 
Documentary evidence reviewed to verify actual costs 
 
ARAB CONTRACTORS is located in Gaza and the work was performed in the West 
Bank. Accordingly, ARAB CONTRACTORS hired an agent “Mahmoud Karaja” (the 
Agent) to manage the job. This Agent undertook the responsibility of hiring labor, 
companies and equipment through direct negotiations. We called this Agent by phone 
and he informed us that selection of service providers was not based on competition; 
rather based on his decision taking into consideration the location constraints.  
 
Most of the payments made to suppliers and service providers were not supported by 
official supporting documents. As we understood from the Agent, the suppliers and 
service providers signed a form to the effect that they have received their dues. In most 
cases, such forms did not specify the amounts paid. 
 
In addition, ARAB CONTRACTORS provided us, through the Agent, with a listing 
comprising the breakdown of proposed unit prices. For each item, ARAB 
CONTRACTORS listed direct unit costs and added a figure for overhead and profit 



 

35 

In addition, ARAB CONTRACTORS provided us with a listing of the expenditures 
incurred for this task order. This listing was prepared using an Excel sheet and did not 
generate from an accounting system. As we understood from the Agent, the listing was 
recently prepared by an accountant hired by the Agent. We understood based on 
discussion with the Agent that the accountant works with him on different projects 
and was not a fully dedicated accountant of ARAB CONTRACTORS. 
 
Finally, we requested the Agent to provide for us the original supporting documents 
related to the task order. He informed us that such documents are maintained by the 
accountant and that he will try to arrange for us to review such documents. Todate we 
have not received any such documents. 
 
 
Were funds used for intended purposes? 
 
We have no means of verifying whether funds were used for intended purposes since 
no sufficient competent documents were available. In addition, ARAB 
CONTRACTORS has subcontracted the major tasks under the task order without 
abiding with USAID regulations (FAR 52.244-5) which require selecting subcontractors 
on competitive basis. Further, there was no written agreement with the Subcontractor. 
 
Did item cost exclude VAT? 
 
Unlike the other contractors, ARAB CONTRACTORS did not obtain VAT exemption 
from the Palestinian Authority. Suppliers and service providers did not issue official 
tax invoices, and payments were made against preprinted forms. Therefore, the item 
cost most probably excluded VAT. 
 
 
Actual quantities: 
 
The actual quantity for this item as shown in schedule B4.2 represents the quantities 
reported in CH2M HILL’s progress report. No other source of information is available. 
 
 
ARAB CONTRACTORS’s Comments 
 
We submitted to ARAB CONTRACTORS their respective schedule and the related 
notes and findings. Mr. Ahmed El Sakhawy, the general manager of ARAB 
CONTRACTORS, provided us with a written response in which he disagreed with 
certain points in our report such as the selection of subcontractors. He also elaborated 
on other points in our report such as the relationship with their agent at the time of the 
project (Mahmoud Karaja) and the VAT issue. ARAB CONTRACTORS’s written 
response is included in its entirety as appendix “B” to our report.  
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Our Response to ARAB CONTRACTORS’s Comments 
 
Our report was based on factual findings resulting from our work. ARAB 
CONTRACTORS was the last contractor to provide us with information due to the lack 
of readily available records. Mr. El Sakhawy’s comment in respect of compliance with 
subcontracting regulations contradicts the information provided by his Agent 
(selection of subcontractors was based on direct negotiation rather than on 
competition). 
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Schedule B5 

 
Summary of Application of Agreed-Upon Procedures 

 
Ocean Contracting and Investment Co. Ltd. (OCEAN) 

Currency: U.S. Dollar 
 

Basic Quantity 
Order Line 

Item 

 
 

Description 

Proposed 
Unit 
Price 

 
Actual 
Cost 

Variance 
Due to 
Price 

 
Estimated 
Quantity 

 
Actual 

Quantity* 

Variance 
Due to 

Quantity 

Total 
Price 

Variance 

 
 

Note 
2.01(a) Excavations in all materials 6 ND ND 0 2,020 12,120 ND B5.1 
3.02(a) Base course 100 mm thick 3.8 ND ND 5,000 2,251 (10,446) ND B5.2 
3.02(c) Base course 200 mm thick 6.18 ND ND 0 1,689 10,438 ND B5.2 
4.02 Tack coat (RC70 or RC250) 0.92 ND ND 33,000 34,291 1,188 ND B5.3 
4.03(b) 50 mm thick bituminous wearing course 7.13 ND ND 33,000 35,673 19,058 ND B5.4 
4.08(a) Asphalt milling 20 mm thick 1.43 ND ND 32,250 34,291 2,919 ND B5.1 
5.13 Supply and install precast curbstone 17.10 ND ND 3,280 4,305 17,528 ND B5.5 
5.15 Supply and install interlocking blocks 28.22 ND ND 1,000 1,636 17,948 ND B5.6 
    ND   70,753 ND  

 
* Based on CH2M Hill reports. 
 
ND: Not Determinable, refer to the attached explanatory notes. 
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Agreed-Upon Procedures on Selected Construction Contractors to Evaluate 

USAID Resources Provided Under West Bank and Gaza’s Emergency Roads 

Rehabilitation Project Phase I 
 

Explanatory notes - Ocean Contracting and Investment Co. Ltd. (OCEAN) 
 (Currency: U.S. Dollar) 

 
General Note 
 
 
USAID/West Bank and Gaza awarded Ocean Contracting and Investment Co. Ltd. 
under contract number 294-C-00-03-00214 a task order (task order number 2) with a 
total estimated price of USD 603,611 to undertake road rehabilitation in Hebron. 
 
OCEAN owns an asphalt factory, a stone crusher and all needed equipment for the job. 
Therefore, most of the items and works needed for the subject task order were 
internally supplied. Further, OCEAN does not maintain a costing system, and 
therefore reliable information about costs of products and activities is not available. 
 
OCEAN maintains a cost center (segregated financial record) for the USAID project as 
a whole which is charged with all material delivery notes (base course, concrete, hot 
asphalt mix, curbstone…etc) issued to the USAID project with no separation of records 
by task order. 
 
 
B5.1 
 
Contractor’s basis for the proposed unit price 
 
OCEAN owns all the equipment required for excavation/milling. OCEAN maintained 
a detailed Excel sheet for pricing in which the proposed unit prices were broken down 
to components. The proposed unit price for excavation/milling was based on the 
estimated direct labor and equipment cost (estimated by OCEAN based on experience) 
plus an overhead margin for excavation (no profit or risk factors were applied). 
Overhead, profit and risk margins were applied for milling. 

 
 

Documentary evidence reviewed to verify actual costs 
 
In the absence of a costing system as mentioned above, and since no payments were 
made to suppliers, there was no documentary evidence for us to review. 
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Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
 

 
Did item cost exclude VAT? 
 
OCEAN obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. Therefore, item cost excluded VAT. 

 
Actual quantities 

 
There is no record of excavation/milling works. The only available source of 
information is CH2M Hill’s Progress Payment Reports. Each Progress Payment Report 
is ratified by OCEAN and CH2M Hill’s engineer. We understand that OCEAN’s 
projects’ engineer usually accompanies CH2M Hill’s engineer when measurements are 
taken. For purposes of completing the schedules, we used the actual quantities shown 
in CH2M Hill progress reports 
 
 
B5.2 
 
Contractor’s basis for the proposed unit price 

 
As mentioned above, OCEAN owns a stone crusher which supplies all its projects with 
base course. OCEAN maintained a detailed Excel sheet for pricing in which the 
proposed unit prices were broken down to components. The proposed unit price for 
base course was based on the estimated direct materials, labor and equipment cost 
(estimated by OCEAN based on experience) plus overhead, profit and risk margins. 
 

 
Documentary evidence reviewed to verify actual costs 

 
Since no payments were made to suppliers, there was no directly related documentary 
evidence to review except the costing Excel sheet that we discussed with the projects’ 
engineer. To get some comfort, we reviewed samples of base course sale invoices to 
third parties. We concluded that OCEAN used unit prices that are lower than prices 
for third parties as basis for the proposed unit price. 

 
 

Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
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Did item cost exclude VAT? 
 
OCEAN obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. Therefore, item cost excluded VAT. 

 
 

Actual quantities 
 

Since OCEAN maintains records of base course issued to the USAID project as a whole 
and not for each task order individually, we were unable to verify the actual quantities 
issued to the task order under review. Since more than one task order were running 
simultaneously, we could not utilize the timing of each task order to split the 
quantities. However, we reviewed all delivery notes issued to the USAID project as a 
whole. We noted that OCEAN’s records indicated that in general, actual materials 
used were generally greater than quantities approved by CH2M Hill and billed to 
USAID. The Projects’ Engineer at OCEAN explained that they had to put more 
materials in certain locations which were not finally billed to USAID. We could not 
verify this matter since engineering computations are involved. For purposes of 
completing the schedules, we used the actual quantities shown in CH2M Hill progress 
reports. 
 
 
B5.3 
 
Contractor’s basis for the proposed unit price 
 
OCEAN maintained a detailed Excel sheet for pricing in which the proposed unit 
prices were broken down to components. The proposed unit price for the tack coat was 
based on the actual direct material cost and estimated direct labor and equipment cost 
(estimated by OCEAN based on experience) plus overhead, profit and risk margins. 
We verified that the actual direct material cost used by OCEAN in pricing was in 
agreement with actual prices paid for tack coat. We could not verify other price 
elements (labor and equipment) since they are estimated based on experience. 
 
 
Documentary evidence reviewed to verify actual costs 
 
Tack coat is supplied by the Palestinian General Petroleum Authority at standard 
prices to all contractors. We reviewed tack coat purchases during the task order 
approximate period.  
 
Since the actual cost includes elements other than direct materials (such as labor and 
the cost of equipment) which we could not reasonably quantify, no actual cost figure 
was tabulated in schedule B5. 
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Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
 
 
Did item cost exclude VAT? 
 
OCEAN obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. OCEAN paid and refunded VAT on tack coat purchases since 
OCEAN is a commercial entity. Therefore, item cost excluded VAT. 
 
 
Actual quantities 

 
Since OCEAN maintains records of tack coat and other chemical materials issued to 
the USAID project as a whole and not for each task order individually, we were unable 
to verify the actual quantities issued to the task order under review. Since more than 
one task order were running simultaneously, we could not utilize the timing of each 
task order to split the quantities. OCEAN relied on CH2M Hill’s Progress Payment 
Reports which were ratified by OCEAN and CH2M Hill’s engineers. We understand 
that OCEAN’s projects’ engineer usually accompanies CH2M Hill’s engineer when 
measurements are taken. For purposes of completing the schedules, we used the actual 
quantities shown in CH2M Hill progress reports. 
 
 
B5.4 

 
Contractor’s basis for the proposed unit price 
 
As mentioned in the general note above, OCEAN owns an asphalt factory which 
supplies it all its projects with hot asphalt mix. OCEAN maintained a detailed Excel 
sheet for pricing in which the proposed unit prices was broken down to components. 
The proposed unit price for bituminous wearing course was based on the estimated 
direct materials, labor and equipment costs (estimated by OCEAN based on 
experience) plus overhead, profit and risk margins. 
 
Documentary evidence reviewed to verify actual costs 

 
Since only the liquid bitumen was purchased from external suppliers, our review of 
supporting documents was limited to samples of the liquid bitumen invoices. The 
liquid bitumen is supplied by the Palestinian General Petroleum Authority at standard 
prices to all contractors.  
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Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
 
 
Did item cost exclude VAT? 
 
OCEAN obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. For items purchased from external suppliers such as liquid 
bitumen, OCEAN pays and refunds VAT on such purchases since OCEAN is a 
commercial entity. Therefore, item cost excluded VAT. 

 
 

Actual quantities 
 

Since OCEAN maintains records of asphalt issued to the USAID project as a whole and 
not for each task order individually, we were unable to verify the actual quantities 
issued to the task order under review. Since more than one task order were running 
simultaneously, we could not utilize the timing of each task order to split the 
quantities. For purposes of completing the schedules, we used the actual quantities 
shown in CH2M Hill progress reports. 

 
 
B5.5 
 
Contractor’s basis for the proposed unit price 
 
OCEAN purchased the precast curbstone and concrete necessary to install the 
curbstone from external suppliers, and was hired for the installation and painting 
works. Other needed works such as excavation and cleaning were done internally. The 
proposed unit price for the supply and installation of curbstone was based on the 
actual direct materials (curbstone , concrete and paint) costs, estimated direct labor and 
equipment costs (estimated by OCEAN based on experience), plus overhead, profit 
and risk margins. We verified that the actual direct material cost used by OCEAN in 
pricing reflects actual prices paid for such materials. We could not verify other price 
elements (labor and equipment) since they are estimated based on experience.  
 
Documentary evidence reviewed to verify actual costs 
 
We reviewed curbstone, concrete and paints settled invoices which were generally 
adequate.  
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Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
 
 
Did item cost exclude VAT? 
 
OCEAN obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. For items purchased from external suppliers such as ready concrete 
mix and curbstone, OCEAN paid and refunded VAT on such purchases since OCEAN 
is a commercial entity. Therefore, item cost excluded VAT. 
 
 
Actual quantities 

 
Since OCEAN maintains records of concrete and other materials issued to the USAID 
project as a whole and not for each task order individually, we were unable to verify 
the actual quantities issued to the task order under review. In addition since more than 
one task order were running simultaneously, we could not utilize the timing of each 
task order to split the quantities. OCEAN relied on CH2M Hill’s progress payment 
reports which were ratified by OCEAN and CH2M Hill’s engineer. We understand 
that OCEAN’s projects’ engineer usually accompanies CH2M Hill’s engineer when 
measurements are taken. For purposes of completing the schedules, we used the actual 
quantities shown in CH2M Hill progress reports. 
 
 
B5.6 
 
Contractor’s basis for the proposed unit price 
 
OCEAN purchased the interlocking blocks and sand necessary for installation from 
external suppliers, and labor was hired for installation. Other needed works such as 
excavation and leveling were done internally. Base course was also supplied internally. 
The proposed unit price for the supply and installation of interlocking blocks was 
based on the actual direct materials (curbstone and sand) cost and estimated direct 
labor and equipment cost (estimated by OCEAN based on experience) plus overhead, 
profit and risk margins.  
 
Documentary evidence reviewed to verify actual costs 
 
We reviewed interlocking blocks settled invoices. There was no documentary evidence 
for payments made for labor hired for block installation. 
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Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
 
 
Did item cost exclude VAT? 
 
OCEAN obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. For items purchased from external suppliers such as ready concrete 
mix and curbstone, OCEAN paid and refunded VAT on such purchases since OCEAN 
is a commercial entity. Therefore, item cost excluded VAT. 
 
 
Actual quantities 

 
Since OCEAN maintains records of concrete and other materials issued to the USAID 
project as a whole and not for each task order individually, we were unable to verify 
the actual quantities issued to the task order under review. Since more than one task 
order were running simultaneously, we could not utilize the timing of each task order 
to split the quantities. OCEAN relied on CH2M Hill’s progress payment reports which 
were ratified by OCEAN and CH2M Hill’s engineer. We understand that OCEAN’s 
projects’ engineer usually accompanies CH2M Hill’s engineer when measurements are 
taken. For purposes of completing the schedules, we used the actual quantities shown 
in CH2M Hill progress reports. 
 
 
OCEAN’s Comments 
 
We submitted to OCEAN their respective schedule and the related notes and findings. 
OCEAN responded in an email noting their acceptance of our report. A copy of 
OCEAN’s response is attached as appendix “C” to our report. 
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Schedule B6 
 

Summary of Application of Agreed-Upon Procedures 
 

Abu Wardah Co. Ltd. (ABU WARDAH) 
Currency: U.S. Dollar 

 
Basic Quantity 

Order Line 
Item 

 
 

Description 

 
Proposed 
Unit Price 

 
Actual 
Cost 

Variance 
Due to 
Price 

 
Estimated 
Quantity 

 
Actual 

Quantity* 

Variance 
Due to 

Quantity 

Total 
Price 

Variance 

 
 

Note 
2.01(a) Excavation in all materials. 3.5 ND ND 0 2,300 8,050 ND B6.1 
3.01(b) Sub base 200 mm thick. 4.0 ND ND 1,500 4,621 12,484 ND B6.2 
3.02(c) Base course 200 mm thick. 8.0 ND ND 1,238 4,621 27,064 ND B6.3 
4.03(b) Bituminous wearing course 50 mm 

thick. 
 

5.8 
 

ND 
 

ND 
 

0 
 

12,232 
 

70,946 
 

ND 
 
B6.4 

4.04(b) Bituminous binder course 60 mm 
thick. 

 
7.2 

 
ND 

 
ND 

 
0 

 
5,054 

 
36,389 

 
ND 

 
B6.4 

5.13 Supply and install precast 
curbstone. 

 
12 

 
ND 

 
ND 

 
3,500 

 
3,097 

 
(4,836) 

 
ND 

 
B6.5 

5.15 Supply and install interlocking 
blocks. 

 
20 

 
ND 

 
ND 

 
0 

 
3,986 

 
79,720 

 
ND 

 
B6.6 

6.06(b) Lighting column 12 m long double 
arm. 

 
1,250 

 
598 

 
20,864 

 
0 

 
32 

 
40,000 

 
ND 

 
B6.7 

    ND   269,817 ND  
 
ND: Not Determinable, refer to the attached explanatory notes. 
 
* Based on CH2M Hill reports. 
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Agreed-Upon Procedures on Selected Construction Contractors to Evaluate 

USAID Resources Provided Under West Bank and Gaza’s Emergency Roads 

Rehabilitation Project Phase I 
 

Explanatory notes -  Abu Wardah Co. Ltd.(ABU WARDAH). 
(Currency: U.S. Dollar) 

 
 
General Note 
 
USAID/West Bank and Gaza awarded Abu-Wardah Co. Ltd. Under contract number 
294-C-00-03-00212 one task order with a total estimated price of USD 437,474 to 
rehabilitate the “Beit Lahya “main road in Gaza.  
 
 
B6.1 
 
Contractor’s basis for the proposed unit price 
 
In order to complete this item, ABU WARDAH leased part of the needed equipment 
from external parties and utilized its own equipment and labor as well. Their proposed 
unit price was based on the experience of the Project manager and also internal 
engineering estimates. ABU WARDAH added overhead and profit margins which 
were also based on experience. 

 
 

Documentary evidence reviewed to verify actual costs 
 
ABU WARDAH has no costing system, therefore the cost of the utilized equipment 
and labor expended internally on this item could not be verified. On the other hand, 
we reviewed samples of the external supplier invoices related to this item. These 
invoices were billed based on the actual number of working hours (at USD 7.77 per 
hour including VAT) and not as m3 and represented 369 work hours. We were unable 
to determine the actual cost paid per m3 because we could not reasonably determine 
actual m3 excavated per hour.  
 
Further, ABU WARDAH records indicated that an additional 1,061 hours of 
excavations were paid to suppliers. No official invoices were available to support these 
hours. We reviewed payment requests and noted that working hours were billed at 
much higher rate per hour (USD 19.32) which is approximately 2.5 times greater than 
the costs supported by official invoices as mentioned in the preceding paragraph. 
 
For internal labor, ABU WARDAH records do not provide details about actual labor 
cost for this item. Such records comprise information about labor cost for the task 
order as a whole. 
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In light of the above information, we could not verify the actual cost per unit, and 
therefore no figure for this item was tabulated in schedule B6 above. 
 
 

Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
 

 
Did item cost exclude VAT? 
 
ABU WARDAH obtained VAT exemption from the Palestinian Authority and issued 
zero VAT invoices to USAID. Therefore, item cost excluded VAT. Other than those 
portions of the excavation costs that were not supported by official tax invoices as 
mentioned previously, ABU WARDAH generally pays and refunds VAT on their 
external purchases since ABU WARDAH is a commercial entity. 

 
 

Actual quantities 
 

There is no record of the excavation works in m3. ABU WARDAH records indicated 
that a total of 1,430 excavation work hours (369 +1,061) were completed. We could not 
determine the number of m3 this figure represents. Therefore, the only available source 
of information is CH2M Hill’s Progress Payment Reports. For purposes of completing 
the schedules, we used the actual quantities shown in CH2M Hill progress reports. 
 
 
B6.2 
 
Contractor’s basis for the proposed unit price 

 
ABU WARDAH purchased the sub-base materials needed for this item from external 
suppliers, and used its own equipment for the spreading and compacting works. The 
proposed unit price was based on their past experience and knowledge of the market 
prices of similar works. ABU WARDAH added overhead and profit margins which 
were also based on experience. 
 

 
Documentary evidence reviewed to verify actual costs 

 
The sub-base purchases were not supported by official tax invoices or payment 
vouchers, so we had no supporting documents to review. ABU WARDAH records 
indicated that the cost paid for 1 m3 of sub-base material was USD 3 including 
transportation.  
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For internally supplied labor, ABU WARDAH records do not provide details about the 
actual cost of such labor for this item but such records comprise information about 
labor cost for the task order as a whole. 
 
We could not verify the actual costs incurred due to the utilization of the company 
equipment since no costing system was maintained and no records of internal 
equipment utilization existed. 
 
In light of the above information, we could not verify the actual cost per unit, and 
therefore no figure for this item was tabulated in schedule B6 above. 
 

 
Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 

 
 

Did item cost exclude VAT? 
 
In general, ABU WARDAH obtained VAT exemption from the Palestinian Authority 
and issued zero VAT invoices to USAID. For this item in specific, we could not verify 
this matter since no tax invoices were obtained to support these costs. However, it is 
unlikely that the item cost included VAT since it is uncommon to pay VAT without 
official tax invoices. 

 
 

Actual quantities 
 

Since there were no invoices, we could not verify actual quantities. For purposes of 
completing the schedules, we used the actual quantities shown in CH2M Hill progress 
reports. 
 
 
B6.3 
 
Contractor’s basis for the proposed unit price 

 
ABU WARDAH purchased the base course needed for this item from external 
suppliers, and used its own equipment for the spreading and compacting works. The 
proposed unit price was based on their past experience and knowledge of the market 
prices of similar works. ABU WARDAH added overhead and profit margins which 
were also based on experience. 
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Documentary evidence reviewed to verify actual costs 

 
ABU WARDAH usually purchases base course in bulk for resale and for use in its 
projects. We reviewed samples of the bulk purchase invoices and noted that on 
average, the cost paid for 1 ton of base course including transportation to the site was 
approximately USD 6.4.  
 
For internal labor, ABU WARDAH records do not provide details about actual labor 
for this item; such records included information about labor cost for the task order as a 
whole. 
 
For internal equipment used, we could not verify actual costs since no costing system 
was maintained and no records of internal equipment utilization were maintained. 
 
In light of the above information, we could not verify the actual cost per unit, and 
therefore no figure for this item was tabulated in schedule B6 above. 
 

 
Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 

 
 

Did item cost exclude VAT? 
 
ABU WARDAH obtained VAT exemption from the Palestinian Authority and issued 
zero VAT invoices to USAID. For items purchased from external suppliers ABU 
WARDAH pays and refunds VAT on such purchases since ABU WARDAH is a 
commercial entity. Therefore, item cost excluded VAT. 

 
 

Actual quantities 
 

Base course issuances to the task order were not documented. No delivery notes were 
used. Therefore, we could not verify actual quantities. For purposes of completing the 
schedules, we used the actual quantities shown in CH2M Hill progress reports. 
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B6.4 

 
Contractor’s basis for the proposed unit price 
 
The proposed unit price was based on their past experience and knowledge of the 
market prices of similar works. ABU WARDAH added overhead and profit margins 
which were also based on experience. 
 
Documentary evidence reviewed to verify actual costs 

 
ABU WARDAH purchased ready hot asphalt mix from a local supplier. We reviewed 
samples of purchase invoices, which indicated that the cost of one ton of hot asphalt 
mix was around USD 27.35 (Note: 1 ton of hot asphalt mix yields approximately 7 m2 

at 50 mm thickness). ABU WARDAH leased equipment to complete the asphalt work, 
but no documents relating to the lease of this equipment were available and no related 
cost was recoded in the books of accounts.  
 
For internally supplied labor, ABU WARDAH records do not provide details about 
actual labor costs for this item. Such records included information about labor cost for 
the task order as a whole. 
 
Based on the above, no actual cost figure can be computed and therefore no cost figure 
was tabulated for these items in schedule B6. 
 
 
Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
 
Did item cost exclude VAT? 
 
ABU WARDAH obtained VAT exemption from the Palestinian Authority and issued 
zero VAT invoices to USAID. For items purchased from external suppliers ABU 
WARDAH pays and refunds VAT on such purchases since ABU WARDAH is a 
commercial entity. Therefore, item cost excluded VAT. 

 
Actual quantities 

 
ABU WARDAH records indicated that 2,370 tons of hot asphalt mix were purchased. 
This quantity covers items 4.03(b) and 4.04 (b) in schedule B6. The 2,370 tons yield 
approximately 16,590 m2 according to average conversion rate obtained from different 
contractors. The actual quantities in CH2M Hill report for these two items were 12,232 
m2 and 5,054 m2 respectively (totaling 17,286 m2) which approximates the qualities per 
ABU WARDAH records. 
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B6.5 
 
Contractor’s basis for the proposed unit price 
 
ABU WARDAH purchased the precast curbstone, concrete, paints and other materials 
necessary to install the curbstone from external suppliers and hired labor for the 
installation and painting works. The proposed unit price was based on their past 
experience and knowledge of the market prices of similar works. ABU WARDAH 
added overhead and profit margins which were also based on experience. 
 
 
Documentary evidence reviewed to verify actual costs 
 
• We reviewed samples of curbstone settled invoices which were generally adequate. 

The cost per 1 linear meter of curbstone was USD 3.10.  
• Equipment utilization costs had no supporting documents to review since they 

were owned by the company.  
• For labor, ABU WARDAH hired two local persons for installation and painting 

works. ABU WARDAH’s records indicated that the sum of NIS 52,443 (USD 11,920) 
was paid for curbstone installation and painting. So average installation and 
painting cost per 1 linear meter of curbstone was USD 3.85 based on the actual 
quantity approved in CH2M Hill final report (3,097 linear meters).  

•  For concrete, ABU WARDAH’s records indicated that the sum of USD 8,621 
including VAT was paid for concrete used in this item and item 5.17 (adjust level of 
frame and cover of existing manholes). We could not separate the two items. 

• Based on the above, the total actual cost paid for 1 linear meter of curbstone, 
excluding equipment and concrete which we could not adequately verify, was USD 
6.95. 

• Since we could not adequately verify the actual cost of internal equipment and the 
cost of concrete, no actual cost figure was tabulated in schedule B6. 

 
Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
 
Did item cost exclude VAT? 
 
ABU WARDAH obtained VAT exemption from the Palestinian Authority and issued 
zero VAT invoices to USAID. For items purchased from external suppliers such as 
ready concrete mix and curbstone, ABU WARDAH pays and refunds VAT on such 
purchases since ABU WARDAH is a commercial entity. Therefore, item cost excluded 
VAT. 
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Actual quantities 

 
ABU WARDAH’s records indicated that 3,355 linear meters of curbstone were 
purchased. According to ABU WARDAH, curbstone usually results in around 5% 
waste netting 3,187 linear meters which approximates the actual quantity approved in 
CH2M Hill report (3,097 linear meters). 
 
For labor and equipment, no records of actual quantities were available. 
 
For concrete, the actual quantity for this item and item 5.17 could not be separated. 
 
Based on the above, we used the quantity approved in CH2M Hill report to tabulate 
schedule B6 above especially that ABU WARDAH used the CH2M Hill report to pay 
for curbstone installation and painting. 
 
 
B6.6 
 
Contractor’s basis for the proposed unit price 
 
ABU WARDAH purchased the interlocking blocks and other materials necessary for 
installation from external suppliers and hired labor for the installation. Excavation and 
cleaning works were done internally. The proposed unit price was based on their past 
experience and knowledge of the market prices of similar works. ABU WARDAH 
added overhead and profit margins which were also based on experience. 
 
 
Documentary evidence reviewed to verify actual costs 
 
• We reviewed samples of interlocking blocks settled invoices which were generally 

adequate. The cost per square meter of interlocking blocks was USD 5.  
• Equipment costs were internally utilized, therefore no supporting documents were 

available to review.  
• For labor, ABU WARDAH hired a local person for the installation. ABU 

WARDAH’s records indicated that the sum of NIS 12,500 (USD 2,841) was paid for 
interlocking blocks installation. Accordingly, average installation cost per square 
meter of interlocking blocks was USD 0.63 based on the actual quantity approved 
in CH2M Hill final report (4,503 square meters).  

• For other materials (sub-base and base course), refer to note B6.2 and B6.3 above. 
• Based on the above, the total actual cost paid per square meter of interlocking 

blocks, excluding equipment and other materials which we could not adequately 
verify, was USD 5.63. 

• Since we could not adequately verify the actual cost of the internal utilization of 
equipment and the cost of other materials, no actual cost figure was tabulated in 
schedule B6. 
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Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
 
Did item cost exclude VAT? 
 
ABU WARDAH obtained VAT exemption from the Palestinian Authority and issued 
zero VAT invoices to USAID. For items purchased from external suppliers, ABU 
WARDAH pays and refunds VAT on such purchases since ABU WARDAH is a 
commercial entity. Therefore, item cost excluded VAT. 
 
 
Actual quantities 

 
ABU WARDAH’s records indicated that 3,845 square meters of interlocking blocks 
were purchased. According to ABU WARDAH, interlocking blocks usually results in 
around 5% waste netting 3,653 linear meters which is approximately 19% less than the 
actual quantity approved in CH2M Hill report (4,503 square meters). 
 
For labor, equipment and other materials, no records of actual quantities were 
available. 
 
Based on the above, we used the quantity approved in CH2M Hill report to tabulate 
schedule B6 above. 
 
 
B6.7 
 
Contractor’s basis for the proposed unit price 
 
ABU WARDAH purchased the columns and the concrete base from on external 
supplier. Installation works were completed by hired labor. The proposed unit price 
was based on their past experience and knowledge of the market prices of similar 
works. ABU WARDAH added overhead and profit margins which were also based on 
experience. 
 
 
Documentary evidence reviewed to verify actual costs 
 
We reviewed the purchase invoices for the concrete bases and the lighting columns 
since these two items were purchased from external suppliers. The supplier invoices 
indicated that the cost of a lighting column with its base was approximately USD 415.  
Other accessories cost approximately USD 52 per column (no invoices existed). The 
cost of installation was USD 131 per column (total of USD 4,200) for which no invoices 
existed. Therefore, the total direct cost paid was USD 598 per column.  
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Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
 
 
Did item cost exclude VAT? 
 
ABU WARDAH obtained VAT exemption from the Palestinian Authority and issued 
zero VAT invoices to USAID. Therefore, item cost excluded VAT. Other than 
installation costs that were not supported by official tax invoices as mentioned 
previously, ABU WARDAH generally pays and refunds VAT on their external 
purchases since ABU WARDAH is a commercial entity. 
 
 
Actual quantities 

 
Both the CH2MHILL and ABU WARDAH records were in agreement on the actual 
quantities installed under this task order. 
 
 
ABU WARDAH’s Comments 
 
We submitted to ABU WARDAH their respective schedule and the related notes and 
findings but we have not received their response to date. 
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Schedule B7 
 

Summary of Application of Agreed-Upon Procedures 
 

Abu Shusheh General Contractor Co. (ABU SHUSHEH) 
Currency: U.S. Dollar 

 
 

Task Order Number 1: 
 

Basic Quantity 
Order Line 

Item 

 
 

Description 

Proposed 
Unit 
Price 

 
Actual 
Cost 

Variance 
Due to 
Price 

 
Estimated 
Quantity 

 
Actual 

Quantity* 

Variance 
Due to 

Quantity 

Total 
Price 

Variance 

 
 

Note 
2.01 (a) Excavation in all materials 6 ND ND 2,250 1,636 (3,684) ND B7.1 
3.01 (a) Aggregate Sub-base 150 mm thick 3.4 ND ND 675 0 (2,295) ND B7.2 
3.02 (c) Base course 200 mm thick 4.6 ND ND 0 3,562 16,385 ND B7.2 
4.03 (b) 50 mm thick bituminous wearing course 7.2 ND ND 4,500 7,772 23,558 ND B7.3 
4.04 (a) 50 mm thick bituminous binder course  7.3 ND ND 8,246 0 (60,196) ND B7.3 
4.04 (b) 60 mm thick bituminous binder course  8.5 ND ND 0 3,562 30,277 ND B7.3 
4.08 (c) Asphalt milling at 40 mm thick 2.1 ND ND 0 6,295 13,220 ND B7.1 
5.09 (e) 10 cm side walk concrete 12 ND ND 0 2,257 27,084 ND B7.4 
5.13 Supply and install precast curbstone 17.5 ND ND 1,932 1,344 (10,290) ND B7.5 
    ND   34,059 ND  

 
* Based on CH2M Hill reports. 
 
ND: Not Determinable, refer to the attached explanatory notes. 
 
 
Task Order Number 2: 
 
Since the USAID project was not accounted for separately, we decided not to repeat the above schedule for task order number 2 since the 
items and findings are similar. 
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Agreed-Upon Procedures on Selected Construction Contractors to Evaluate 

USAID Resources Provided Under West Bank and Gaza’s Emergency Roads 

Rehabilitation Project Phase I 
 

Explanatory notes - Abu Shusheh General Contractor Co. (ABU SHUSHEH) 
 (Currency: U.S. Dollar) 

 
 
General Note 
 
USAID/West Bank and Gaza awarded Abu Shusheh General Contractors Co. under 
contract number 294-C-00-03-00210 two task orders (task orders number 1&2) with a 
total estimated price of USD 791,318 to undertake road rehabilitation in Ramallah. 
 
ABU SHUSHEH owns an asphalt factory, a stone crusher and all needed equipment. 
Therefore, most of the items and works needed for the subject task orders were 
internally supplied. In addition, ABU SHUSHEH does not maintain a costing system, 
and therefore reliable information about costs of products and activities is not 
available. 
 
ABU SHUSHEH does not maintain cost centers for its projects. It accounts for its 
overall operations as one unit. Accordingly, no separate records were maintained for 
the USAID project. 
 
ABU SHUSHEH was generally conservative in disclosing information especially those 
related to pricing.  
 
 
B7.1 
 
Contractor’s basis for the proposed unit price 
 
ABU SHUSHEH owns all the equipment required for excavation /milling. As a result, 
their proposed unit price was based on their past experience and their knowledge of 
market prices of similar equipment necessary to do similar work with additional 
margins for overhead and profit. 

 
 

Documentary evidence reviewed to verify actual costs 
 
In the absence of a costing system and project accounting, as mentioned above, and 
since no payments were made to suppliers, there was no documentary evidence to 
review. 
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Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
 

 
Did item cost exclude VAT? 
 
ABU SHUSHEH obtained VAT exemption from the Palestinian Authority and issued 
zero VAT invoices to USAID. Therefore, item cost excluded VAT. 

 
Actual quantities 

 
There is no record of excavation/milling works. The only available source of 
information is CH2M Hill’s Progress Payment Reports. For purposes of completing the 
schedules, we used the actual quantities shown in CH2M Hill progress reports. 
 
 
B7.2 
 
Contractor’s basis for the proposed unit price 

 
As mentioned above, ABU SHUSHEH owns a stone crusher and uses it to supply all 
its projects with base course. ABU SHUSHEH’s proposed unit price of this item was 
based on experience. 
 

 
Documentary evidence reviewed to verify actual costs 

 
In the absence of a costing system and project accounting, as mentioned above, and 
since no payments were made to outsiders, there was no documentary evidence to 
review. 

 
 

Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 

 
 

Did item cost exclude VAT? 
 
ABU SHUSHEH obtained VAT exemption from the Palestinian Authority and issued 
zero VAT invoices to USAID. Therefore, item cost excluded VAT. 
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Actual quantities 

 
No separate records were maintained for the USAID Project. For purposes of 
completing the schedules, we used the actual quantities shown in CH2M Hill progress 
reports. 
 
 
B7.3 

 
Contractor’s basis for the proposed unit price 
 
As mentioned above, ABU SHUSHEH owns an asphalt factory and uses it to supply all 
its projects with hot asphalt mix. ABU SHUSHEH’s proposed unit prices of these items 
were based on experience. 
 
The only material that ABU SHUSHEH purchases from external suppliers is the liquid 
bitumen (PG 68-10).  
 
For asphalt works, and since ABU SHUSHEH used its own equipment, proposed unit 
price was based on their past experience and their knowledge of market prices of 
similar equipment necessary to do similar work. 
 
Documentary evidence reviewed to verify actual costs 

 
Since only the liquid bitumen was purchased from external suppliers, our review of 
supporting documents was limited to the liquid bitumen invoices. The liquid bitumen 
is supplied by an Israeli vendor. We reviewed samples of liquid bitumen invoices. 
 
 
Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
 
 
Did item cost exclude VAT? 
 
ABU SHUSHEH obtained VAT exemption from the Palestinian Authority and issued 
zero VAT invoices to USAID. For items purchased from external suppliers such as 
liquid bitumen, ABU SHUSHEH pays and refunds VAT on such purchases since ABU 
SHUSHEH is a commercial entity. Therefore, item cost excluded VAT. 
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Actual quantities 
 

No separate records were maintained for the USAID Project. For purposes of 
completing the schedules, we used the actual quantities shown in CH2M Hill progress 
reports. 
 
 
B7.4 
 
Contractor’s basis for the proposed unit price 
 
ABU SHUSHEH purchases the ready mix concrete and metal from external suppliers 
at customary prices. The proposed item price was based on experience taking into 
account the actual cost paid. 
 
 
Documentary evidence reviewed to verify actual costs 
 
We reviewed the contract with the concrete supplier as well as supplier invoices 
supporting concrete and other materials purchases. Such supporting documents were 
generally adequate. Since the actual cost includes elements other than direct materials 
(such as labor and the cost of equipment) which we could not reasonably quantify, no 
actual cost figure was tabulated in the schedule. 
 
 
Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
 
 
Did item cost exclude VAT? 
 
ABU SHUSHEH obtained VAT exemption from the Palestinian Authority and issued 
zero VAT invoices to USAID. For items purchased from external suppliers such as 
ready concrete mix and the metal grid, ABU SHUSHEH pays and refunds VAT on 
such purchases since ABU SHUSHEH is a commercial entity. Therefore, item cost 
excluded VAT. 
 
 
Actual quantities 

 
No separate records were maintained for the USAID Project. For purposes of 
completing the schedules, we used the actual quantities shown in CH2M Hill progress 
reports. 
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B7.5 
 
Contractor’s basis for the proposed unit price 
 
ABU SHUSHEH purchased the precast curbstone and concrete necessary to install the 
curbstone from external suppliers. Internal labor was utilized for installation, while 
painting works were hired. Other needed works such as excavation and cleaning were 
done internally. The proposed item price was based on experience taking into account 
the actual cost paid. 
 
Documentary evidence reviewed to verify actual costs 
 
We reviewed curbstone and concrete settled invoices which were generally adequate. 
We also reviewed the documents supporting the payments for curbstone painting. The 
actual cost per linear meters of curbstone, concrete and painting (excavation, 
installation…etc. excluded) was around USD 8. Since the actual cost includes elements 
other than direct materials (such as labor and excavation) which we could not 
reasonably quantify, no actual cost figure was tabulated in the schedule. 
 
Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
 
Did item cost exclude VAT? 
 
ABU SHUSHEH obtained VAT exemption from the Palestinian Authority and issued 
zero VAT invoices to USAID . For items purchased from external suppliers such as 
ready concrete mix and curbstone, ABU SHUSHEH pays and refunds VAT on such 
purchases since ABU SHUSHEH is a commercial entity. Therefore, item cost excluded 
VAT. 
 
 
Actual quantities 

 
No separate records were maintained for the USAID Project. For purposes of 
completing the schedules, we used the actual quantities shown in CH2M Hill progress 
reports. 
 
ABU SHUSHEH’s Comments 
 
We submitted to ABU SHUSHEH their respective schedule and the related notes and 
findings. Mr. Meena Khayyat, the financial manager of ABU SHUSHEH, provided us 
with a written response in which he clarified certain matters related to internal policies 
of ABU SHUSHEH as well as the conditions prevalent at the time of the project. There 
was no apparent disagreement on the report contents. ABU SHUSHEH’s written 
response is included in its entirety as appendix “D” to our report.  
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Schedule B8 

 
Summary of Application of Agreed-Upon Procedures 

 
Tubeileh Arar Joint Venture (TAJV) 

Currency: U.S. Dollar 
 

Basic Quantity 
Order Line 

Item 

 
 

Description 

Proposed 
Unit 
Price 

 
Actual 
Cost** 

Variance 
Due to 
Price 

 
Estimated 
Quantity 

 
Actual 

Quantity 

Variance 
Due to 

Quantity* 

Total 
Price 

Variance 

 
 

Note 
2.01 (a) Excavation in all materials 6.0 ND ND 11,000 ND ND ND B8.1 
3.01(b) Sub-base 200 mm thick. 4.2 ND ND 3,300 ND ND ND B8.1 
3.02 (c) Base course 200 mm thick 4.5 ND ND 3,300 ND ND ND B8.1 
4.03 (b) 50 mm thick bituminous wearing 

course 
 

7.5 
ND ND  

15,000 
ND ND  

ND 
 
B8.1 

4.04(c) 70 mm thick bituminous binder course 10 ND ND 15,000 ND ND ND B8.1 
5.13 Supply and install precast curbstone 21 ND ND 4,000 ND ND ND B8.1 
    ND   ND ND  

 
ND: Not Determinable, refer to the attached explanatory notes. 

 
* There are no records of actual quantities. We requested TAJV to provide us with a copy of CH2M Hill’s final report, but TAJV could 

not find such a report in their files. 
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Agreed-Upon Procedures on Selected Construction Contractors to Evaluate 

USAID Resources Provided Under West Bank and Gaza’s Emergency Roads 

Rehabilitation Project Phase I 
 

Explanatory notes - Tubeileh Arar Joint Venture (TAJV) 
 (Currency: U.S. Dollar) 

 
General Note 
 
USAID/West Bank and Gaza awarded Tubeileh Arar Joint Venture under contract 
number 294-C-00-03-00218 a task order (task order number 1) with a total estimated 
price of USD 700,000 to undertake road rehabilitation in Betunia. 
 
Tubeileh Contracting Company and Arar Company for Trade and General Contracting 
have entered into a joint venture for purposes of performing the subject task order. The 
accounts of TAJV, which are the accounts of the task order, were maintained by a local 
accounting office. The accounts were maintained in an orderly manner and did not 
involve any complications since TAJV received one task order only. The major works 
under the task order were subcontracted to other contractors. Asphalt works were 
subcontracted to TARIFI and excavations and base course works were subcontracted 
to “Sameer Shaltaf for General Contracting”. The main reason for subcontracting these 
works, as we understood from the general manager of TAJV, was due to the difficulty 
and unfeasibility of moving their equipment from Nablus and Qalqilia (Northern West 
Bank) to Ramallah. 
 
B8.1 
 
Contractor’s basis for the proposed unit price 
 
TAJV’s proposed unit prices were based on their experience in the field of contracting. 
As we understand from the general manager of TAJV, pricing was done by a 
committee that consisted of the directors of the two companies (Tubeileh and Arar), 
and the Project Engineer and other members. The prices were affected by certain 
variables like time span, quality, cost of financing resulting from USAID guarantee, 
safety, and others requirements and above all the remoteness of the task order site. 
 
Documentary evidence reviewed to verify actual costs 
 
We visited the local accounting office which maintained the accounts of the task order 
and we were furnished with all available documents. We concluded that, generally, 
costs were adequately supported by tax invoices which we reviewed together with 
evidence of payments for the major costs (asphalt and excavations). We also vouched 
certain other expenses and were satisfied with the documentation. 
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On the other hand, we did not review the subcontract agreements which were not 
available to us. It appears that certain subcontracts were verbal. 
 
Our review indicated that TAJV paid the total of USD 198,906 excluding VAT to the 
subcontractor (Sameer Shaltaf for General Contracting) for excavations, base course, 
concrete and curbstone works. Also the sum USD 146,330 excluding VAT was paid to 
TARIFI for asphalt works. Finally the sum of USD 18,168 including VAT was paid to 
ABU SHUSHEH for small milling and asphalt work. ABU SHUSHEH issued only one 
tax invoice for the amount of USD 4,000 including VAT. No tax invoice was issued for 
the remaining amount. We traced these payments to the bank statement and to cheque 
copies. 
 
 
Were funds used for intended purposes? 
 
Our review indicated that funds were generally used for purposes of the subject task 
order. However, TAJV has subcontracted the major works under the task order 
without abiding with USAID regulations (FAR 52.244-5) which require selecting 
subcontractors on competitive basis.  
 
Did item cost exclude VAT? 
 
TAJV obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. For payments made to subcontractors, TAJV paid and refunded 
VAT since TAJV is a commercial entity. Therefore, item cost excluded VAT. 
 
Actual quantities 
 
 
Excavations, base course, curbstone…etc. 
 
The subcontractor (Sameer Shaltaf for General Contracting) issued lump sum invoices 
that did not reflect quantities. The description of each invoice was “payment on 
account – excavation, base course…etc.” without mentioning quantities or unit price. 
Therefore, we were unable to verify actual quantities from TAJV records.  
 
Asphalt works 
 
The subcontractor (TARIFI) issued tax invoices that reflected quantities and unit 
prices. Our review indicated that 3,932.43 tons of hot asphalt mix were purchased from 
TARIFI. We understood that those invoices covered spreading the asphalt as well.  
 
The 3,932.43 tons of hot asphalt mix yield approximately 27,500 m2 according to an 
average conversion unit obtained from different contractors.  
 
No actual quantities were available for the small works performed by ABU SHUSHEH.  
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TAJV’s Comments 
 
We submitted to TAJV their respective schedule and the related notes and findings. 
Mr. Sameeh Tubeileh, the general manager of TAJV, provided us with a written 
response in which he clarified certain matters related to internal policies of TAJV. Mr. 
Tubeileh justified selection of subcontractors on basis other than open competition to 
resource availability is the market and to limited geographical reach at that time. There 
was no apparent disagreement on the report contents. TAJV’s written response is 
included in its entirety as appendix “E” to our report.  
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Schedule B9 
 

Summary of Application of Agreed-Upon Procedures 
 

Al-Tarifi Group Co. (TARIFI) 
Currency: U.S. Dollar 

 
Basic Quantity 

Order Line 
Item 

 
 

Description 

 
Proposed 
Unit Price 

 
Actual 
Cost 

Variance 
Due to 
Price 

 
Estimated 
Quantity 

 
Actual 

Quantity* 

Variance 
Due to 

Quantity 

Total 
Price 

Variance 

 
 

Note 
2.01 (a) Excavation in all materials 6.2 ND ND 1,600 2,272 4,166 ND B9.1 
3.02 (a) Base course 100 mm thick 3.8 ND ND 4,600 6,244 6,247 ND B9.2 
4.03 (b) 50 mm thick bituminous wearing 

course 
 

7.2 
 

ND 
 

ND 
 

19,000 
 

19,454 
 

3,269 
 

ND 
 

B9.3 
4.06 Replace damaged areas 10.10 ND ND 1,250 0 (12,625) ND B9.4 
4.07 Hot asphalt mix for patching and 

leveling 
 

50 
 

ND 
 

ND 
 

150 
 

749 
 

29,950 
 

ND 
 

B9.4 
4.08 (c) Asphalt milling 40 mm thick 2.10 ND ND 8,200 4,530 (7,707) ND B9.1 
5.09 (e) 10 cm side walk concrete (B-200) 11 8.76 11,852 6,300 5,291 (11,099) 753 B9.5 
5.13 Supply and install precast curbstone 18.5 11.66 27,654 5,000 4,043 (17,705) 9,949 B9.6 
6.02 Road marking-thermoplasptic paint 20 4.5 6,200 260 400 2,800 9,000 B9.7 
    ND   (2,704) ND  

 
* Based on CH2M Hill reports. 
 
ND: Not Determinable, refer to the attached explanatory notes. 

 



 

66 

 
Agreed-Upon Procedures on Selected Construction Contractors to Evaluate 

USAID Resources Provided Under West Bank and Gaza’s Emergency Roads 

Rehabilitation Project Phase I 
 

Explanatory notes - Al-Tarifi Group Co. (TARIFI) 
(Currency: U.S. Dollar) 

 
General Note 
 
USAID/West Bank and Gaza awarded Al Tarifi Group Co. under contract number 
294-C-00-03-00211 a task order (task order number 2) with a total estimated price of 
USD 527,790 to undertake road rehabilitation in Al Bireh. 
 
TARIFI owns an asphalt factory, a stone crusher and all pertinent equipment. 
Therefore, most of the items and works needed for the subject task order were 
internally supplied. Further, an affiliated company owns a ready mix concrete factory 
and supplies TARIFI with the needed concrete. TARIFI does not maintain a costing 
system, and therefore reliable information about costs of products and activities are 
not available. 
 
TARIFI maintains all material delivery notes (base course, concrete, hot asphalt mix, 
curbstone…etc) issued to the USAID project as a whole and there is no separation of 
records by task order. 
 
 
B9.1 
 
Contractor’s basis for the proposed unit price 
 
TARIFI owns all the equipment required for excavation/milling. As a result, TARIFI‘s 
proposed unit price was based on their past experience and their knowledge of market 
prices for similar equipment necessary to perform similar work and adds certain 
margins for overhead and profit. 

 
 

Documentary evidence reviewed to verify actual costs 
 
In the absence of a costing system as mentioned above, and since no payments were 
made to outsiders, there was no documentary evidence to review. 
 
 

Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
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Did item cost exclude VAT? 
 
TARIFI obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. Therefore, item cost excluded VAT. 

 
Actual quantities 

 
There is no record of the quantities covering excavation/milling works. The only 
available source of information is CH2M Hill’s Progress Payment Reports. Each 
Progress Payment Report is ratified by TARIFI and CH2M Hill’s engineers. We 
understand that TARIFI’s project engineer usually accompanies CH2M Hill’s engineer 
when measurements are taken. For purposes of completing the schedules, we used the 
actual quantities shown in CH2M Hill progress reports 
 
 
B9.2 
 
Contractor’s basis for the proposed unit price 

 
As mentioned above, TARIFI owns a stone crusher and uses it to supply all its projects 
with base course. TARIFI’s proposed unit price of the base course was based on the 
prices at which TARIFI sells to third parties. TARIFI added certain margins for 
overhead and profit to the customary selling prices to reach the proposed unit price. 
 

 
Documentary evidence reviewed to verify actual costs 

 
Since no payments were made to outsiders, there was no directly related documentary 
evidence to review. However, we reviewed samples of base course sale invoices to 
third parties and found that TARIFI used the same prices as basis for the price 
proposed to USAID and added margins for overhead and profit. 

 
 

Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 

 
 

Did item cost exclude VAT? 
 
TARIFI obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. Therefore, item cost excluded VAT. 
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Actual quantities 

 
Since TARIFI maintains records for the base course issued to the USAID project as a 
whole and not for each task order individually, we were unable to verify the actual 
quantities issued to the task order under review. In addition, we could not utilize the 
timing of each task order to split the quantities since more than one task order were 
running simultaneously. For purposes of completing the schedules, we used the actual 
quantities shown in CH2M Hill progress reports. 
 

 
B9.3 

 
Contractor’s basis for the proposed unit price 
 
As mentioned above, TARIFI owns an asphalt factory and uses it to supply all its 
projects with hot asphalt mix. TARIFI’s proposed unit price of the thick bituminous 
wearing course was based on the prices at which TARIFI sells to third parties. TARIFI 
added certain margins for overhead and profit to the customary selling prices to reach 
the proposed unit price. 
 
The only material that TARIFI purchased from external suppliers is the liquid bitumen 
(M-10).  
 
For asphalt works, and since TARIFI used its own equipment, proposed unit price was 
based on their past experience and their knowledge of market prices of similar 
equipment necessary to do similar work. 
 
Documentary evidence reviewed to verify actual costs 

 
Since only the liquid bitumen was purchased from external suppliers, our review of 
supporting documents was limited to the liquid bitumen invoices. The liquid bitumen 
is supplied by the Palestinian General Petroleum Authority at standard prices to all 
contractors. We reviewed samples of liquid bitumen invoices. 
 
 
Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
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Did item cost exclude VAT? 
 
TARIFI obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. For items purchased from external suppliers such as liquid 
bitumen, TARIFI pays and refunds VAT on such purchases since TARIFI is a 
commercial entity. Therefore, item cost excluded VAT. 

 
 

Actual quantities 
 

Since TARIFI maintains records of asphalt issued to the USAID project as a whole and 
not for each task order individually, we were not able to verify the actual quantities 
issued to the task order under review. In addition, we could not utilize the timing of 
each task order to split the quantities since more than one task order were running 
simultaneously. For purposes of completing the schedules, we used the actual 
quantities shown in CH2M Hill progress reports 

 
 

B9.4 
 

Contractor’s basis for the proposed unit price 
 
As mentioned above, TARIFI owns an asphalt factory, a stone crusher and equipment 
which it uses to supply all its projects with base course, hot asphalt mix and machine 
work. TARIFI’s proposed unit price of the “Asphalt patching and leveling course” was 
based on the prices at which TARIFI sells to third parties. TARIFI added certain 
margins for overhead and profit to the customary selling prices to reach the proposed 
unit price. 
 
 
Documentary evidence reviewed to verify actual costs 
 
Since only the liquid bitumen and prime tack coat were purchased from external 
suppliers, our review of supporting documents was limited to the related invoices. 
These materials are supplied by the Palestinian General Petroleum Authority at 
standard prices to all contractors.  
 
For labor costs, TARIFI utilized its own employees to do the work. There are no 
records of employees’ time spent on each project. 
 
 
Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
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Did item cost exclude VAT? 
 
TARIFI obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. For items purchased from external suppliers such as liquid 
bitumen and prime tack coat, TARIFI pays and refunds VAT on such purchases since 
TARIFI is a commercial entity. Therefore, item cost excluded VAT. 

 
 

Actual quantities 
 

Since TARIFI maintained records of asphalt and base course issued to the USAID 
project as a whole and not for each task order individually, we were not able to verify 
the actual quantities issued to the task order under review. In addition, we could not 
utilize the timing of each task order to split the quantities since more than one task 
order were running simultaneously. For purposes of completing the schedules, we 
used the actual quantities shown in CH2M Hill progress reports. 

 
 

B9.5 
 
Contractor’s basis for the proposed unit price 
 
TARIFI purchases the ready mix concrete from an affiliated company (TARIFI Ready 
Mix Concrete Co) at prices used by the latter to sell to third parties. Other needed 
materials are supplied by external suppliers. The actual cost for this item shown in the 
above table represents the direct cost paid to the external supplier and the affiliated 
company for the material needed, and it does not include other costs such as internal 
labor which is not determinable. The proposed item price was based on the actual 
direct cost paid plus overhead and profit margins. 
 
 
Documentary evidence reviewed to verify actual costs 
 
We reviewed supplier invoices supporting concrete and other materials purchases. 
Such supporting documents were generally adequate. 
 
 
Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
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Did item cost exclude VAT? 
 
TARIFI obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. For items purchased from external suppliers such as ready concrete 
mix and the metal grid, TARIFI pays and refunds VAT on such purchases since 
TARIFI is a commercial entity. Therefore, item cost excluded VAT. 
 
 
Actual quantities 

 
Since TARIFI maintains records of concrete and other materials issued to the USAID 
project as a whole and not for each task order individually, we were not able to verify 
the actual quantities issued to the task order under review. In addition, we could not 
utilize the timing of each task order to split the quantities since more than one task 
order were running simultaneously. TARIFI relied on CH2M Hill’s progress payment 
reports which were ratified by TARIFI and CH2M Hill’s engineers. We understand 
that TARIFI’s project engineer usually accompanies CH2M Hill’s engineer when 
measurements are taken. For purposes of completing the schedules, we used the actual 
quantities shown in CH2M Hill progress reports. 
 

 
B9.6 
 
Contractor’s basis for the proposed unit price 
 
TARIFI purchased the precast curbstone from external suppliers. Concrete necessary to 
install the curbstone was purchased from the affiliated company (TARIFI Ready Mix 
Concrete Co.), and labor was hired for installation and painting works. Other needed 
works such as excavation and cleaning were performed internally. The proposed item 
price was based primarily on prices paid for direct materials (curbstone and concrete) 
plus overhead and profit margins.  
 
Documentary evidence reviewed to verify actual costs 
 
We reviewed curbstone and concrete settled invoices which were generally adequate. 
We also reviewed documents supporting the payments for curbstone installation and 
painting. 
 
Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
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Did item cost exclude VAT? 
 
TARIFI obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. For items purchased from external suppliers such as ready concrete 
mix and curbstone, TARIFI pays and refunds VAT on such purchases since TARIFI is a 
commercial entity. Therefore, item cost excluded VAT. 
 
 
Actual quantities 

 
Since TARIFI maintains records of concrete and other materials issued to the USAID 
project as a whole and not for each task order individually, we were not able to verify 
the actual quantities issued to the task order under review. In addition, we could not 
utilize the timing of each task order to split the quantities since more than one task 
order were running simultaneously. TARIFI relied on CH2M Hill’s progress payment 
peports which were ratified by TARIFI and CH2M Hill’s engineer. We understand that 
TARIFI’s project engineer usually accompanies CH2M Hill’s engineer when 
measurements are taken. For purposes of completing the schedules, we used the actual 
quantities shown in CH2M Hill progress reports. 
 
 
B9.7 
 
Contractor’s basis for the proposed unit price 
 
TARIFI employed external suppliers for the road markings. The proposed item price 
was based primarily on prices paid for such a service plus overhead and profit 
margins.  
 
Documentary evidence reviewed to verify actual costs 
 
We reviewed invoices, correspondence and other documentation supporting payments 
made to the supplier of the road marking. 
 
Were funds used for intended purposes? 
 
Our work did not reveal any indications that funds were not used for intended 
purposes. 
 
Did item cost exclude VAT? 
 
TARIFI obtained VAT exemption from the Palestinian Authority and issued zero VAT 
invoices to USAID. Therefore, item cost excluded VAT. 
 
 
Actual quantities 

 
TARIFI records and CH2M Hill reports were in agreement on this item. 
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TARIFI’s Comments 
 
We submitted to TARIFI their respective schedule and the related notes and findings. 
TARIFI sent us an email in which they documented their acceptance of our report. A 
copy of TARIFI’s response is attached as appendix “F” to our report. 
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Conceptual translation of ARAB CONTRACTORS's comments on our report 
 
 
Messrs: El Wafa & Co. 
 
 
Subject: Our comments on the findings reported by El Wafa & Co. - USAID Emergency Road 

Rehabilitation Project, Task Order # 1 under Contract No. 294-C-00-03-00215 
 

Dear Sirs, 
 
The nature of the project (emergency project) required the contracting company to perform the 
work in a short period of time and under extreme pressure which necessitated discarding 
routine and bureaucracy in making decisions. 
 
ARABCONTRACTORS solicited price offers from other companies. Some of these companies 
made offers/partial offers and the others did not bid at all. Attached are the price offers from 
three companies: Ocean, Brothers Company, and Rolider 2002 LTD.  
 
It is worth mentioning that there were many companies in the West Bank who were able to bid 
at low prices but without delivering the required quality. Accordingly, we found ourselves 
obliged to deal with reputable subcontractors.  
 
With regard to VAT, ARAB CONTRACTORS had a previous experience with the Ministry of 
Finance. VAT refund is very difficult. As a result, ARAB CONTRACTORS prefer to deal with 
VAT inclusive projects. 
 
We also would like to clarify that Mr. "Mahmoud Karaja" was an administrative representative 
of ARAB CONTRACTORS during the project life and was not a general agent. Decisions 
regarding the work under the projects were taken by ARAB CONTRACTORS' management in 
Gaza. ARAB CONTRACTORS appointed him as an administrative representative as a result of 
not having permissions to access West Bank although we exerted all efforts to do so with the 
assistance of the USAID. 
 
In addition, ARAB CONTRACTORS has appropriately staffed the project with the needed 
engineers and supervisors as required by USAID with coordination with the management in 
Gaza. ARAB CONTRACTORS has also appointed Dr. Samer Abu Eisheh (Lecturer in Al – 
Najah University) as a consultant to provide technical assistance for the project staff in 
collaboration with the project's consultant. Dr. Samer Abu Eisheh was in close contact with the 
project team and attended several meetings. 
 
With respect to payments to subcontractors, which represented the major payments, they were 
made according to the progress reports submitted by subcontractors. Other smaller payments 
were processed directly by our administrative representative (Mr. Mahmoud Karaja) using 
customary prices.  
 
Best regards, 
 
General Manager 
Engineer Ahmad El Sakhawy 
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Conceptual translation of OCEAN's comments on our report 
 
 
Dear Mr. Battat, 
 

 
Ocean has no comments on the report. However, we would like to clarify the following:- 
 

- Ocean accounted for the whole USAID project as one unit and did not account for each task 
order separately.  

- All the equipment used in the project are owned, no equipment were leased. 
- Ocean utilized its full time personnel to complete the works under the USAID project.  
- Materials such as base course and asphalt were supplied to the project from the stone crusher 

and the asphalt factory owned by OCEAN. 
 
 
Best regards, 
Finance Department 
Nabeel Tannineh 
OCEAN  
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