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Office of Inspector General

Report No. 6-294-07-038-N
July 24, 2007

TO: USAID/West Bank and Gaza Director, Howard Sumka
FROM: Regional Inspector General/Cairo, Lloyd J. Miller /s/ [Robert Clark for]

SUBJECT:  Audit of the Fund Accountability Statement of USAID Resources Managed by
DPK Consulting Under Contract Number DFD-I-00-04-00173-00, “NETHAM Rule
of Law Program”, for the Period From September 30, 2005, to
September 29, 2006

The Regional Inspector General/Cairo is transmitting the audit report prepared by
PricewaterhouseCoopers on the subject audit.

The Regional Inspector General/Cairo reviewed the audit report and found it to be in
accordance with the Generally Accepted Government Auditing Standards and the USAID Office
of Inspector General's Guidelines for Financial Audits Contracted by Foreign Recipients
(Guidelines) except that PricewaterhouseCoopers did not have an external quality control
review by an unaffiliated audit organization because professional organizations in West Bank
and Gaza do not offer such a review program.

Under Contract DFD-I-00-04-00173-00, USAID/West Bank and Gaza provided funds to DPK
Consulting to build respect for and adherence to the rule of law, by working hand in hand with
the Ministry of Justice, court administrators, and key judicial institutions. The audit report
covered expenditures of $632,953 for the period from September 30, 2005, through September
29, 2006.

The audit included: (1) expressing an opinion on the Fund Accountability Statement; (2) obtaining
an understanding of the recipient’s internal control structure and assessing control risk; and (3)
determining compliance with the contract terms and applicable laws and regulations. The audit
tested the contractor's compliance with Executive Order 13224 — Blocking Property and Prohibiting
Transactions With Persons who Commit, Threaten to Commit, or Support Terrorism.

The auditors expressed a qualified opinion on the Fund Accountability Statement and questioned
ineligible costs of $58,901. The auditors identified one reportable internal control weakness and
two material instances of non-compliance with agreement terms and applicable laws and
regulations. The auditors did not identify material instances of non-compliance with Executive
Order 13224.
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Based on our review, we are including two recommendations in USAID’s Consolidated Audit
Tracking System:

Recommendation No. 1: We recommend that the Contracting Officer, USAID/West
Bank and Gaza, make a management decision on the questioned ineligible costs of
$58,901, as detailed on pages 15 through 23 of PricewaterhouseCoopers report,
and recover from DPK Consulting any amounts determined to be unallowable.

Recommendation No. 2: We recommend that the Contracting Officer, USAID/West
Bank and Gaza, ensure that DPK Consulting implements proper segregation of
duties in its financial department, as detailed on pages 24 and 25 of
PricewaterhouseCoopers report.

Within 30 days, please advise the Office of Inspector General of actions planned or taken to
address the recommendations. Please provide a management decision for each recommendation
no later than three months from the date of this memorandum. Evidence of final action should be
sent to the Audit Performance and Compliance Division (M/CFO/APC).

Enclosures: a/s
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Sa'adi Orfaly Daher

Masrouji Building 201

El-Bireh, Palestine

P.C.Box 1317 {Ramaliah)
Telephone +370 2 240 0230
Facsimile +970 2 240 0231
Email: info.palestine@ps.pwc.com

March 7, 2007

Regional Inspector General
United States Agency for International Development (USALD)
Caire, Egypt

Dear Sir / Madam,

This report represents the results of the audit of the fund accountability statement of USAID Resources
Managed by DPK Consulting (hereinafter "DPK") under Contract Number DFD-1-00-04-00173-00, named
"NETHAM Rule of Law Program", for the period from September 30, 2005 to September 29, 2006.

This audit was mandated by Section 568(c) of the Consolidated Appropriations Resolution, 2003, and
Section 366(c) of the Consolidated Appropriations Act, 2004, both of which require annual audits of all
contractors and grantees, and significant subcontractors and subgrantees, funded under the Economic
Support Fund for the West Bank and Gaza. .

Information conlained in this report may be privileged, The restrictions of 18 USC 1905 should be
considered before any information is released to the public,

We appreciale the cooperation and courtesies provided by DPK's management. If you have any questions or
need additighal information, please contact Mr, Michael F. Orfaly, Partner and/or Mr. Ismail Suleiman,
Director, p{ £70 2 2400 230.




Contract Number DFD-1-00-04-00173-00 "NETHAM Rule of Law Program™
Funded by United States Agency for International Development and Managed by DPK Consulting
Fund Accountability Statement for the Period from Scptember 364, 2005 to September 29, 20006

BACKGROUND

USAID awarded DPK Consulting (hereinafler "DPK") Contract Number DFD-I-00-04-00173-00 to carry out
"NETHAM Rule of Law Program”. Under this contract USAID/West Bank and Gaza provided funds to DPK
to build respect for, adherence to, the rule of law by working hand-in-hand with the ministry of justice, court
administrators, and key judicial institutions.

The project has two primary components, the first one focuses on professionalizing the formal justice sector
by building the institutional capacity of the Ministry of Justice in order Lo facilitate its emergence as a vital
proponent of judicial reform. In addition the project aims to upgrade the skills of the court administrators,
through training and capacity building cfforts to achicve better job performance by empowering court
enforces and processors and to provide technical assistance to improve coordination, policy planning and
strategic development within the Ministry of Justice and to provide the equipment necessary to integrate and
automalte the Ministry's 1T sysiem.

The second component focuses on improving the enforcement of laws and court decisions which is
considered to be one of the most serious problems jeopardizing the Palestinian judicial system. It focuses on
improving the capabilitics of the courts decision makers in the arcas ol administration and law enforcement.

The project's duration is three years from September 30, 2005 to September 29, 2008 in total amount of 8
million doliar. However, after 4 months from the starting of the project, it was suspended by the USAID.

This report covers local expenditures incurred and reimbursed in the West Bank and Gaza during the period
from September 30, 2005 to September 29, 2006.

Indirect cost rates are not reflected in the accompanying fund accountability stalement, since they are
accounted for at the contractor Home Office. Furthermore, this contract does not require cost sharing
contribution, and therefore, cost sharing schedule is not included in this report. Finally, this report does not
include any prior period audil recommendations becausc this is the first time audit and no previous audifs
were performed on this contract.

AUDIT OBJECTIVES

The specific objectives of this audit are:

A- Dectermining if expenditures reporied as incurred under the contract are in fact allowable, aliocable,
reasonable, and applicable to the contract,

B- Expressing an opinion as io whether the Fund Accountability Statement presented fairly, in all material
respects, the funds received and costs incurred for the period under audit, in conformity with (he basis of
accounting as described in nole (2) in the financial statcment section,

C- Evaluating and obtaining a sufficient understanding of the recipient's intermal control, assess control risk, and
identify reportable conditions including material internal control weaknesses,

D- Performing tests to determine whether DPK's management complied, in all material respects, with the
conlracls terms and applicable laws and regulations.

[§)




Contract Number DFED-I-00-04-00173-00 "NETHAM Rule of Law Program"
Funded by United States Agency for International Development and Managed by DPK Consulting
Fund Accountability Statement for the Period from September 30, 2005 to September 29, 2006

AUDIT SCOPE

This audit covers the local direct and administralive costs incwrred in the West Bank and Gaza only for the
total amount of US $ 632,953, This audit does not cover amounts expensed during other peried and does not
include any amounts received or disbursed under any other contracts with the USAILD.

The audit was conducted in accordance with U.S. Government Auditing Standards. The principal audit
criterion was the Office of Inspector General’s (O1G) “Guidelines for Financial Audits Contracted by Foreign
Recipients” (Guidelines) dated June 2003, and the scope stated in the statement of work in the task order
contract signed between PricewalerhouseCoopers-West Bank and Gaza and the USAID. The scope of the
audit includes various audit steps that have been performed on a sample basis, obtaining adequate coverage
based on the audit objectives and comfort required.

The main calegorics of the audit procedures performed include "but are nof limited to" the [ollowing
procedures:

1- Performing pre-audit steps which include reviewing projecl documents and USAID policies,

2- Examining the Fund Accountability Statement and the related notes, this includes testing revenues,
expenditures, bank accounts and refated budgets,

3- Performing tests of controls related to the contract's different aclivities, this includes testing control
activities, control environmenl, monitoring controls, controls over compliance, and information and
comimunications,

4- Performing tests of compliance with the contract's terms and the related laws and applicable regulations.

We did nol have an external quality control review by an unaffiliated audit organization as required by
Chapter 3, paragraph 32 of US Government Auditing Standards, since no such program is offered by
professional organizations in the West Bank and Gaza. We believe that the effects of this departure from US
Government Auditing Standards are not malerial because we participate in the PricewaterhouseCoopers
worldwide internal quality control review program, which requires our office to be subjected, cvery three
vears, to an extensive quality control review by partners and manapers from other affiliate offices.
Addilionally, sample of our audit files is subject to early review by partners and managers from other offices.




Contract Number DFD-1-00-04-00173-00 "NETHAM Rule of Law Program"
Funded by United States Agency for International Development snd Managed by DPK Consulting
Fund Accountability Statement {or the Period from Scptember 30, 2005 to September 29, 2006

SUMMARY OF AUDIT RESULTS

This summary represents the results of our audit of DPX in respect to contract number DFD-1-00-04-00173-
00 "NETHAM Rule of the Law Program", for the period from September 30, 2005 to September 29, 2006.

As required by the U.S. Government Auditing Standards, we performed the audit to oblain reasonable
assurance about whether the fund accountability statement and the accompanying notes have been presenled
fairly by management. Our independent auditors’ report and the fund accountability statement are included in
the financial section of this report,

The results of our tests disclosed material questioned costs amounting to $58,901 as detailed in Note (8) to fund
accountability statement. We concluded that except for the questioned costs, the fund accountability statement
is fairly presenied in all material respects in accordance with the basis of accounting as explained in note (2)
to the financial statement.

Regarding the program internal contral, our report includes one reportable material weakness. However,
during the course of our audit we identificd one other immaterial weakness in the application of internal
control, which was reported to management in a separate letter.

Regarding compliance with contract terms and related laws and regulations, our report includes two malerial
instances of noncompliance that are required (o be reported under Government Auditing Standards.
Additionally, we identified one other immalerial instance of noncompliance which was reported to DPK's
management in a scparaie letter,

The results of our audit revealed no material instances of noncompliance with:

- USAID/West Bank and Gaza's velting requirements and with the terms and conditions of USAID
Assistance and Acquisition Procurement Divectives AAPD 02-04 (Jmplementation of E.Q. 13224,
Executive Ordler on Terrorist Financing) and AAPD 04-07 (Revised Certification Regarding Terrorist
Financing Implementing E.Q. 13224).

2-  Restriction on Taxing Foreign Assistance (Section 579 as Amended by Section 506 of the FY 2004 Foreign
Operation Act) which maintains that 1.S, Foreign Assistance shall not be subject by a forcign country lo
Value Added Taxes (VAT) or customs duties.

3-  AID Acquisition Regulations (AIDAR) No. 752.7001 titled “Biographical Data Sheet”.




Contract Number DFD-1-00-04-00173-00 "NETHAM Rule of Law Program”
Funded by United States Agency for International Development and Managed by DPK Consulting
Fund Accountability Statement for the Period from September 30, 2005 to September 29, 2006

SUMMARY OF THE RECIPIENT'S MANAGEMENT COMMENTS

The following schedule is a summary of DPK’s management comments with respect to audit findings:

Findings

Finding on Internal Confrols:

We noted that the accounting department consists
of one person only, "The Financial Manager", and
that therc is no review of the work performed by
him {rom a proper managerial level such as the
Acting Chicf of Party.

Findings on Compliance:

The contract specifies that the Authorized
Geographic Code for procurement of services and
goods is 000 (only United States). Under this term,
leased vehicles must be manufactured in the United
States to be eligible for USAID financing. DPK
did not comply with this requirement because they
leased Non-US source and origin vehicles for the
total cost of $21,004 during the period under audit.

DPK paid thirteen and fourteen months salaries for
total amount of $37,897. We do not consider these
payments as part of the approved budget.

DPEK management’s comments

First response
DPK argues this linding, sec appendix A for their
full response.

Amendment to the first response after the exit meeting
See appendix B and related attachments

First response
DPK argues this finding, see appendix A for their
full response.

Amendment to the first response after the exit meeting
See appendix B and related attachments

First respouse
DPK does not agree and argues this finding, sce
appendix A for their full response.

Amendment ta the fivst response after the exit meeting
See appendix B and related attachments
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Sa'adi Orfaly Daher
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P.0.Box 1317 (Ramaliah)
Telephone +970 2 240 0230
Facsimile +970 2 240 0231
Email: info.palestine@ps.pwc.com

Independent Auditor's Report

Regional Inspeetor General
United States Ageney for International Development (USALD)
Cairo, Lgypt

We have audited the fund accountability statement of DPK Consuiting (hereinafter "DPK") under Contract
Number DFD-1-00-04-00173-00 "NETHAM Rule of the Law Program" for the period from September 30,
2005 1o September 29, 2006. This fund accountability statement is the responsibility of DPK’s management.
Our responsibility is to express an opinion on this fund accountability statement based on our audit. The
total costs incurred during the period under audit amounted to US Dollar 632,953, as detailed in the fund
accountability statement.

Except as discussed in the following paragraph, we conducted our audit of the fund accountability statement
in accordance with U.S. Government Auditing Standards issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the fund accountability statement is free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the fund accountability statement. An audit
also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall fund accountability statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

We did not have an external quality control review by an unaffiliated audit organization as required by
Chapter 3, paragraph 52 of U.S. Government Auditing Standards, since no such program is offered by
professional organizations in the West Bank and Gaza. We believe that the effects of this departure from
U.S. Governiment Auditing Standards are not material because we participate in the PricewaterhouseCoopers
worldwide internal quality control review program, which requires our office to be subjected, every three
years, to an extensive quality control review by partners and managers from other affiliate offices.
Additienally, sample of our audit files is subject to early review by partners and managers from other offices
in the region.

As described in Nole (2), DPIK's policy is to prepare the accompanying statement on the modified cash basis
of accounting. This basis is a comprehensive basis of accounting other than Generally Accepted Accounting
Principles.

The results of our audit disclosed the following malerial questioned costs as detailed in the fund
accountability statement: (1) $21,004 in leased vehicle costs that are explicitly questioned because they are
inefigible and prohibited by the terms of the contracts, (2) $37,897 in salary costs that are explicitly
questioned because they are ineligible and unreasonable.

In our opinion, except for the effects of the questioned cosls discussed in the preceding paragraph, the fund
accountability statement referred to above presents fairly, in all material respects, program revenues, costs
incwired and reimbursed, and commodities and technical assistance directly procured by USAID for the year
ended September 29, 2006 in accordance with the terms of the contract and in conformity with the basis of
accounting described in Nole 2.
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In accordance with U.S. Government Auditing Standards, we have also issued our reports dated March 7,
2007 on our consideration of DPIs internal control over financial reporting and our tests of its compliance
with certain provisions of laws and regulations, Those reports are an integral part of an audit performed in
accordance with U.S. Government Auditing Standards and should be read in conjunction with this
Independent Auditor’s Report in considering the results of our audit.

This tcpcul is in ndcd for the mfm matmn ofDPK Consultlng and the USAlD l[owcvm upon its release by




Contract Number DFD-1-00-04-00173-00 "NETHAM Rule of Law Program™
Funded by United States Agency for International Development and Managed by DPK Consulting
Fund Accountability Statement forr the Period from September 30, 2005 to September 29, 2006

DPK Consulting
Contract Number DFD-I-00-04-00173-00
"NETIHAM Rule of Law Program™

Fund Accountability Statement
For the Period from September 30, 2005 to September 29, 2006

(Al amounis in U.S Dollars)
Questioned Costs

Budgeted Actual Ineligible  Unsupported  Notes
Cash Receipts
Advances Received from DPK's Home Office 2,085,928 645,300 3
Costs Incurred
Salaries Long Term TCN/CCN Experts 756,229 350,684 4 &7
Consultants TCN/CCN [8,800 3,938
Fringe Benefits 226,869 62,072 37,897
Expendable and Non-Expendable Equipment 473,160 81,852 5
Travel, Transportation and Per Diem 289,040 27481 21,004
Other Direct Costs 321,830 106,926 6
Total Costs 2,085,928 632,953 58,901
Fund Balance - 12,347 7

- Notes to this statement form an integral part thereof.

\/ Acting Chief of Party N Financial Manager
Mr, Nabil Isifan Mr. Baher Zamameri




Contract Number DFD-1-00-84-00173-00 "NETHAM Rule of Law Program"
Funded by United States Agency for International Development and Managed by DPK Consulting
Fund Accountability Statement for the Period from September 30, 2005 to September 29, 2006

NOTES TO THE FUND ACCOUNTABILITY STATEMENT
{All amounts in US Daollar)

NOTE (1) - GENERAL

USAID awarded DPK Consulting Contract Number DFD-1-00-04-00173-00 to carry out "NETHAM Rule of
Law Program". Under this contract USAID/West Banlk/Gaza provided funds o DPK to build respect for,
adherence to, the rule of law by working hand -in- hand with the ministry of justice, court administrators, and
key judicial institutions.

NOTE (2) - BASIS OF PREPARATION

Aceawiting hasis

DPK's policy is to prepare the fund accountability statement on the modified cash basis of accounting. Under
this basis, revenues are recognized when received rather than when carned, and cxpenses arc recognized when
paid rather than when incurred modified to include certain income tax withholdings. This basis is a
comprehensive basis of accounting other than Generally Accepted Accounting Principles.

Translation with other currencies

The accompanying fund accountability statcment is denominated in US Dollars. Transactions with other
currencies are accounted for according to the official exchange rates prevailing at the date of the transactions.
No malerial gains or losses resulted from the settlement of such transactions. Following are the exchange ralcs
of the major currencies against USD as of September 29, 2006:

Currency Rate
New Israeli Shekel 0.2325
Euro 0.7886
Jordan Dinar 0.7085

NOTE (3) - ADVANCES RECEIVED FROM DPK'S HOME OFFICE

This item represents the total amount of revenues that were recognized after being received from the Home
Office.

NOTE {4) - SALARIES LONG TERM TCN/CCN EXPERTS

- This item represents all salaries for ocal employees in the field, as further detailed in the following lable:

Amount
Acting Chief of Party 36,986
Technical StafT 215,048
Administration Staff 08,650
350,684




Contract Number DFD-1-00-04-00173-00 "NETHAM Rule of Law Program"
Funded by United States Agencey for International Development and Managed by DPK Consulting
Fund Accountability Statement for the Period from September 30, 2005 to September 29, 2006

NOTES TO THE FUND ACCOUNTABILITY STATEMENT

(All amounts in US Dollar)

NOTE (5) - EXPENDABLE & NON-EXPENDABLE EQUIPMENT

Details-

Ramallah Office equipment and sofiware
Gaza Office Equipment
Office Bxpenses and Supplics

NOTE (6) - OTHER RIRECT COSTS
Details -

Windows of Opportunity and Rapid Response
Rent and Utilities

Telephone & Internet

Printings and Reproduction

Aulo Expense

Seminars and Training

Project Vehicles

Registration and Legal Fees
Interpreting/Translation

Bank Fees

Temporary Help

Postage & Delivery Expenscs
Equipment Maintenance and Repair

NOTE (7) - FUND BALANCE
Details -

Cash Balance - End of Period

Less: Income Tax Withholdings Cash
Add: Disallowed Expensed (not included)*
Fund Balance - End of Period

Amount

45,944
20,860

15,048
31,852

Amount

41,445
35,598
7,808
6,086
4,158
3,260
2,574
1,665
1,609
1,289
868
468

98

106,926

Amount
37,127
(25,546)
766
12,347

*This amount was not billed to the USAID and was not included in the Fund Accountability Statement.

NOTE (8} - QUESTIONLED COSTS

Details -
Deseription

Non compliance with the Source and Origin Rules - Leased Cars

Thirteen and Fourteen Months Salaries - Fringe Benefits

* See Appendix A.

10

Amount

21,004
37,897

58,901

Reference to Finding *
Number 1
Number 2
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Independent Auditor's Report on Internal Centrol

Regional Inspector General
United States Agency for International Development (USAILD)
Cairo, Egypt

We have audited the fund accountability statement of DPK Consulting (hereinafter "DPK") under Contract
Number DFD-1-00-04-00173-00 "NETHAM Rule of the Law Program" For the period from September 30,
2005 to September 29, 2006,

Except for not having an external quality control review by an unaffiliated audit organization (as described
in our report on the fund accountability stalement), we conducted our audit in accordance with U.S,
Government Auditing Standards issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the fund
accountability stalement is free of material misstatement.

The management of DPK Consulting is responsibde for establishing and muaintaining internal control. In
fulfilling this responsibility, estimates and judgments by management are required to assess the cxpected
benefits and refated costs of internal control policies and procedures. The objectives of internal control are (o
provide management with reasonable, but not absolute, assurance that the assels are safeguarded against loss
from unauthorized use or disposition; transactions are executed in accordance with management's authorization
and in accordance with the terms of the contracts and transactions arc recorded properly to permit the
preparation of the fund accountability statement in conformity with the basis of accounting described in Note 2
1o the fund accountability stalement. Because of inherent limitations in internal control, errors or fraud may
nevertheless oceur and not be delected. Also, projection of any evaluation of the siructure to future periods is
subject to the risk that procedures may become inadequate becausc of changes in conditions or that the
effectiveness of the design and operation of policics and procedures may deteriorate.

In planning and performing our audit of the fund accountability statement of DPIC in respect to Contract
Number DFD-1-00-04-00173-00, for the period from September 30, 2005 to September 29, 2006, we
pbtained an understanding of internal control. With respect to internal control, we obtained an
undersianding of the design of relevant policies and procedures and whether they have been placed in
operation, and we assessed control risk in order to determine our auditing procedures for the purpose of
expressing our opinion on the fund accountability statement and not to provide an opinion on internal
control. Accordingly, we do not express such an opinion.

We noted one certain matter involving internal control and its operation that we consider to be reportable
conditions under standards established by the American Institute of Certified Public Accountants {AICPA).
Reportable conditions involve matters coming Lo our attention relating to significant deficiencies in the design
or operation of internal control that, in our judgment, could adversely affect the recipient's ability to record,
process, summarize, and report financial data consistent with the assertions of management in the fund
accountability statement.

11
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A material wealness is a reportable condition in which the design or operation of one or more of the internal
control elements does not reduce Lo a relatively low level the risk that errors or fraud in amounis that would be
muterial in refation Lo the fund accountability statement may occur and not be delected within a timely periad by
employees in the normal course of performing their assigned functions.

QOur consideration of internal control would not necessarily disclose all matlers in internal control that might be
reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also
considered to be malerial weaknesses as defined above. However, we noted the following matler involving
the internal control structure and its operations that we consider 1o be material weakness as delined above.
This condition was considered in determining the nature, timing, and extent of the procedures to be
performed in our audit of the fund accountability statement of DPK Consulting in respect to Contract
Number DFD-[-00-04-00173-00 "NETHAM Rule of the Law Program" for the period from September 30,
2005 to Sepiember 29, 2006.

Custody of assets, bookkeeping, and authorization are conflicting duties that should not be
performed by the same individual. However, during the course of our audit, we noted that the
accounting department consists of one person only, "The financial Manager”, and that there is no
review of the work performed by him from a proper managerial level such as the Acting Chief of
Party.

We also noted one matter involving internal control and its operation that we have reported to the management
of DPK in a separate letter dated March 5, 2007.

This kgport is hlended for the information of DPK and the USALD. However, upon release by USAILD, this
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Sa'adi Orfaly Daher

Masrouji Building 201

El-Birgh, Palastine

P.0.Box 1317 {Ramallah)
Telephone +870 2 240 0230
Facsimile +970 2 240 0231

Email: info.palestine@ps.pwe.com

Independent Auditor's Report on Compliance

Regional Inspeetor General
United States Agency for International Development (USALD)
Cairo, Egypt

We have audited the fund accountability statement of DPK Consulting (hereinafter "DPK™) under Conltract
Number DFD-1-00-04-00173-00 "NETHAM Rule of the Law Program"” for the peried from Seplember 30,
2005 to September 29, 2006,

Except for not having an external quality control review by an unaffiliated audit organization (as described
in our report on the fund accountability statement), we conducted our audit in accordance with U.S.
Government Auditing Standards issued by the Comptroller General of the Uaited States. Those standards
require that we plan and perform the audil to obtain reasonable assurance about whether the fund
accountability statement is frec of material misstatement resulting from violations of contract terms and laws
and regulations that have a dircet and material effect on the determination of the fund accountability
statement amounts.

Compliance with contract terms and laws and regulations applicable to Contract Number DFD-[-00-04-
00173-00 "NETHAM Rule of the Law Program" is the responsibility of DPK's management. As part of
oblaining reasonable assurance about whether the fund nccountability statement is free of material
misslatement, we performed tests of DPK's compliance with certain provisions of contract terms and laws
and regulations. However, our objective was not to provide an opinion on overall compliance with such
provisions. Accordingly, we do not express such an opinion.

Malterial instances of noncompliance are failures o follow requirements or vielations of contract terms and
laws and regulations thai cause us to conciude that the aggregation of misstatements resulting from those
failures or violations is material to (he fund accountability statement. The results of our compliance tests
disclosed the following material instances of noncompliance, the effects of which are shown as questioned
costs in the fund accountability slatement:

1. The contract specifics that the Authorized Geographic Code for procurement of services and goods is
000 (only United States). Under this term, leased vehicles must be manufactured in the United States
to be eligible for USAID financing. DPK Consulting did not comply with this requirement because
they leased Non-US made vehicles for the lotal cost of $21,004,

o]

DPXK paid 13" and 14" months salaries for the total amount of $37,897 and classified these amounts as
fringe benefits. These payments are not part of the approved budget, and they should have been
disclosed as salaries and nol as fringe benefits, We consider these wmounts to be ineligible and
unrcasonable.

We considered these material instances of noncompliance in forming our opinion on whether DPK fund
accountabilily statement named above is presented fairly, in all material respects, in accordance with the
terms of the contract and in conformity with the basis of accounting described in Note 2 to the fund
accountability statement, and this report does not affect our report on the fund accountability statement
dated March 7, 2007.
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We noted one finmaterial instance of noncompliance that we have reported Lo the management of DPK in
a separate letter dated March 5, 2007.

The results of our tests disclosed no material instances of noncompliance with the terms and
conditions of USAID Assistance and Acquisition Procurement Directives AAPD 02-04 (Implementation
of E.O. 13224, Exccutive Order on Terrorist Financing) or with AAPD 04-07 (Revised Certification
Regarding Terrorist Financing Implementing E.O, 13224,

 intended for the information of DPK and the USAID. However, upon release by USAID,
a matter of public record and its distribution is not Hmited.

This report |
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Contract Number DFD-1-00-04-00173-00 "NETHAM Rule of Law Program"
Funded by United States Agency for International Development and Managed by DPK Consulting
Fund Accountability Statement for the Period from September 30, 2005 to September 29, 2006

FINDINGS AND RECOMMENDATIONS

1- Non Compliance with the Source and Origin Rules - Leased Cars

Background:

According to point A.14 in the signed contract with the USAID, the Authorized Geographic Code for
procurement of services and goods under the contract is 000 United States only) and shall be i
accordance with 22 CFR 226.40 entitled "Procurement Standards" and 22 CFR 228.13 and 228.14
regulaiions for the procurement of rent cars. During our audit on the rented vehicles, we noticed that
DPK has rented a non US source and origin cars without obtaining a waiver from the USAID. The
total costs amounting to $21,004 will be questioned as a result of this finding.

According to 22 CFR 228.12 “Long-term leases”, any commaodity oblained under a long-term lease
contract is subject to the source and origin requirements of subpart B. For purposes of subpart B, a
long-term lease is defined as a single lease of more than 180 days, or repetitive or intermittent leases
under a single activity or program,.

According to 22 CFR 228.13 (b) “Leased Vehicles”, motor vehicles must be manufactured in the
United States to be eligible for USAID financing. Also, any vehicle to be financed by USAID under a
long-term lease or where the sale is to be guaranteed by USAID must be manufactured in the United
States (22 U.S.C.2396). For purposes of this section, motor vehicles are defined as self-propelled
vehicles with passenger carriage capacity, such as highway trucks, passenger cars and buses,
motoreycles, scooters, motorized bicycles and utility vehicles. Excluded from this delinition are
industrial vehicles for materials handling and carthmoving, such as fift trucks, tractors, graders,
scrapers, off-the-highway trucks (such as off-road dump trucks) and other vehicles that are not
designed for travel at normal road speeds (40 kilometers per hour and above).

Criteria:
Leased cars should be US made or otherwise a waiver should be obtained to rent non-US made
vehicles.

Cause:
DPK did not obtain the required waiver for renting non-US made vehicles.

Effect:
DPK is not in compliance with the terms of its contract with the USAID and this will result in
incligible costs for the total amount of $21,004.

Recommendation:
DPK should refund these amounts to USAID as they were not paid in accordance with the terms of
the contract,
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Contract Number DFD-1-00-04-00173-0{) "NETHAM Rule of Law Program”
Funded by United States Agency for International Development and Managed by DPK Consulting
Fund Accountability Statement for the Period from September 30, 2005 to September 29, 2006

Managsement's Responses:

First Response:

When the project began, NETHAM rented vehicles for a short period of time, with the
intention to conduct a full purchase vs. leasc analysis to be presented to USAID. In the
project’s proposal to USAID, we included the cost of procuring two vehicles. Therefore,
shortly after mobilization, the project began to collect offers to buy US made vehicles and
our analysis and recommendations were provided to USAID for approval. A Request for
Approval of vehicle procurement was sent to USAID on January 5, 2006 (attachment 1). In
that letter, we indicated that as outlined in our proposal, DPK had performed a thorough
lease vs. procurement of vehicle analysis and market research. During the contact
negotiation period, USAID had verbally indicated a preference to procure vehicles and this
matter was taken into consideration.

Due to the political situation, and the project being put “on hold” as a result of the
Palestinian Legislative Council (PLC) elections and the no contact policy, the waiver was
not processed by USAID. Therefore, we continued renting vehicles on a three-month basis
as we were not certain of the project’s future status and we could not enter into a long term
commitment with car rental companies. Each three months we issued a purchase order o
rent the vehicles for an additional three months.

When we initially entered into the agreement with the car rental companies, we rented one
vehicle that was not American made (Suzuki) and after two months we requested that all
vehicles we rent comply with the American made terms and therefore thal car was replaced
with a Chevrolet so the project then had two Chevrolet rented vehicles, We mentioned in
the terms of the purchase orders that the vehicles should be US made. We had no reason to
believe and never expected that those vehicles were not US made (Purchase Orders
attached (attachment I1)).

Additionally, in one of our internal communications the field office wrote the Home Office
in San Francisco that the project was in compliance with the source, origin and nationality
requirements {communications attached {attachment IT)).

It was not until our first meeting with the auditors that we found out that those vehicles are
actually made in South Korea and not in the United States. The auditors brought the issue
up and we then took immediate action to call the car rental agency in the presence of the
auditors and we were surprised to learn that the vehicles were not American made. We took
immediate corrective action and returned the two vehicles.

We believe that these series of events, issuing purchase orders, internal communication,
communication with the car rental company in the presence of auditors and the immediate
action taken afterwards, leaves no doubt that DPK Consuiting/NETHAM acted in good
faith and with no intentions (o break any regulation.
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Contract Number DFD-1-00-04-00173-00 "NETHAM Rule of Law Program"
Funded by United States Agency for International Development and Managed by DPK Consulting
Fund Accountability Statement for the Period from September 30, 20105 to September 29, 2006

Amendment to the first response after the exit meeting:

DPK/NETHAM followed US government and DPK procurement procedures to
obtain U.S. origin leased vehicles and took steps to ensure that the car that we
ordered met source and origin requirements. During the course of the audit, it was
discovered that the vendor misrepresented the source and origin to DPK/NETHAM.
Corrective action was taken immediately by the project to obtain vehicles of U.S.
origin upon this discovery. We refer the contracting office to the Original
Management Response on this issue for the details surrounding this transaction and
supporting documentation.

We note that correspondence between DPK and USAID providing background as to
the lease versus purchase option provided Lo the auditors at the closing meeting was
not included in the draft audit report. Attachment 1 is a copy of the relevant
sections from that letter which should be a part of the final audit report as further
background on this issue. A complete copy is available on file if USAID requires it.

Anditor's Response:

The total amount of $21,004 paid for the leased vehicles is questioned cost, and the above response
provided by DPK does not change this conclusion.
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Contract Number DFD-1-00-04-00173-080 "NETHAM Rule of Law Program”
Funded by United States Ageney for International Development and Managed by DPK Consulting
Fund Accountability Statement for the Period from September 30, 2005 to September 29, 2006

2- Thirteen and Fourteen Months Salaries

Background:
During our testing of account number 509 "Fringe Benelits" we noted that the total balance of this

account is $62,072 and part of this balance ($37,897.25) represents thirteen and fourteen month salary
payments. After our review of the signed contract with the USAID we could not find an article or
clause that shows that these payments are part ol the salary and in line with the budget. Accordingly,
the total amount of $37,897.25 is considered questioned (ineligible) costs.

DPK paid the employees thirteen and [ourteen month salaries that were charged to the fringe benefit
account instead of being charged to the salary account. These extra salary payments are an integral
part of employces' salaries and not a fringe benefit. Fringe benefit is defined as "an employment
benefit (as a pension or a paid holiday) granted by an employer that has a monetary value but does not
affect basic wage rates". However, this 13" and 14" months salary payments directly affect the basic
annual salary rates and should not be considered fringe benefits because they are salary
compensation.

The proposed salary amount that was included in the Biographical Data Sheet was based on 12
months and did not show the 13" or the 14" salary payments. However, these payments were clearly
stated in the billing sent to the USAID as fringe benefits and were not hided from the USAID, bul
this does not change the fact that these payments should have been included as salary.

Cause:

The USAID approves salaries based on monthly basis. This approval was based on 12 months period
and not on 13 and 14 months (annual salary = approved monthly rate * 12). Accordingly these
payments are an integral part of the salary and were paid without being approved by the Contracting
Officer. DPK did not make clear to the Contracting Officer that they will pay 13 and 14 months
instead of 12 months, and they did not obtain separate approval on such payments. This practice took
place because they classified these payments as fringe benefits and therefore these payments will not
violate the pre-approved salary rates as provided in the Biographical Data Sheet.

Effect:
The total amount of $37,897 is considered as questioned (ineligible) costs and should be refunded
back to the USAID.

Recommendation:
We recommend DPK to be in compliance with the contract terms and conditions by carrying out
activities allowed in the approved budget.

Manarement's Response:

Irirst Response:
We would like to clarify several key issues concerning this matter. This 13" and 14"
benefit/bonus is not part of the employee’s salary and it would be a great
mischaracterization and misleading to report it as such. This is a fringe benefit that
DPK/NETHAM has consistently reported to USAID since the start of the project in
monthly invoices Lo as a {ringe benefit.
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In order to give some background, in determining the scope of employee contracts and the
package of benefits, DPK recruited the services of a trained labor lawyer who advised the
project on the proposed contract and benefits. This attorney conducted market research and
recommended a proposed package. In finalizing and offering the employee contract, DPK
ensured that the benefits are consistent with the local market, the Labor Law, and
USAID/DPK policies and regulations. We also ensured that the fringe benefits did not
exceed the approved 30% rate for benefits in the USAID project contract. The attorney
even recommended additional benefits that were nol incorporated into the contract
including a 15" benefit, issuing a Providenlt Fund, and transportation allowance as is
common practice in many local institutions. Article 6 of the Labor Law states: *Provisions
of this law represent the minimum level of laborers’ rights that can not be waivered.
Whenever a special system is available to organize labor, provisions of this law or
provisions of a special rule shall be applied, whichever iy beiter for the laborer.”

As a policy, DPK develops all benelit packages in countries so as to comply with the local
labor law (i.e. ensuring at least the minimum benefits required by law are offered) while at
the same time being competitive with other government contractors. In accordance with
ATDAR 722.170(b), care is taken to not exceed the benefits provided in the local mission’s
compensation plan.

In the West Bank and Gaza, the local Labor Law clearly states that the basic wage,
according to Article | of the law includes “agreed upon monetary andfor in kind
equivalent paid to laborer for his work; increments and allowances are not included
whatever they are.” In interpreting this article it is fairly clear that semi-annual bonus,
as well as Provident Fund benefits should not be included in the basic salary. Any
benefit beyond the basic salary is a fringe benefit. In addition, USAID’s own contractor
employee biographical data sheet states the exclusion of bonuses and profit sharing
arrangements. To further reinstate this matter, in filling out the USAID biographical sheet,
NETHAM employees who received this benefit from previous employers have not
included this benefit/bonus as part of their salary since it is a commonly known fact this is
a bonus and not part of the annual salary.

DPK does not see how this benefit can be characterized as part of the employee’s annual salary
since employees are not eligible for this benefit unless the employee completes 6 and 12 months
of employment, respectively to receive 13" and [4™ month benefits. As an example, in two cases

where employees resigned from the project before completing these milestones, they were not
eligible for this benefit.

In the local market, it is indeed a common practice in the West Bank and Gaza for employers o

pay a 13" and 14" month salaries as a bonus-- this is also commonly offered in lieu of a
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Funded by United States Agency for International Development and Managed by DPK Consulting
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Provident Fund—this includes all banks, insurance companies and a number of NGOs as well as
USAID funded projects.

DPK Consulting also offers this fringe benefit to its locally hired staff in Jordan and the
Dominican Republic where it is a standard practice for employees 1o receive this benelit.

We hope that we were able to clearly explain the background and rationale behind offering these
benefits and how it should be billed.

Amendment to the first response after the exit meeting:
We have provided additional information on this issue as requested during the exit
meeling. The thirteenth and fourteenth month allowances were established
consistent with:
o The terms of DPK’s task order and [QC contract with USAID
s The cost proposal submitted for this task order
« DPK’s internal policies and procedures for establishing local fringe benefits
including seeking local legal advice
« Survey of other companies with USAID projects on the appropriate fringe
benfits to offer to be consistent with other USAID contractors

DPX’s task order and 1QC contract with USAID

In accordance with AIDAR 752.7007(a) “Personnel Compensation”™, incorporated
by reference in Section 1.1 of the master IQC contract governing this task order,
DPK established direct compensation packages for its personnel ““in accordance
with the Contractor’s established policies, procedures, and practices, and the cost
principles applicable to this contract.”

In Part I Section B.2, “The Price Schedule™ of the task order, it states that “the
annual salary of an individual is his basic compensation exclusive ol fringe benelits,
travel incentives, housing allowances, differentials, or other bonuses.” The
thirteenth and fourteenth month allowances are listed in the employee contracts
(Attachment 2) as “Fringe Benetits” and were clearly established by DPK as part
of the fringe benefits package (not base salary),
Cost Proposal
In the cost proposal narrative, we stated that “DPIK will provide fringe benefits to
CCN employees in accordance with local practice. We have estimated the fringe
benefit rate to be 30 percent of base salary. We will bill actual fringe benefit costs.”

The project’s actions have been consistent with this statement. Actual fringe
benefits payments for the period October 1, 2005 - May 30, 2007 for local fringe
henefits totaled $158,000, or 24 percent of local salary. We expect that the total
actual fringe benefits paid over the project life will approximate the 30 percent
budgeted. '
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DPK Internal Policies and Procedures

DPK follows a policy of establishing fringe benefits in accordance with lacal law
and requirements. In the case of West Bank and Gaza, the laws are not totally clcar
s0 we followed our practice ol hiring a local labor lawyer. We contracted with a
recommended labor attorney to advise us on the benefits required under local labor
faw and what peneral local practice is. The fringe benefits that we decided to offer
were less than those included in his findings of what is permitted under local labor
law and practice (sce Attachment 3). The approach of contlracting a local lawyer is
consistent with our internal procedures when the law is not totally clear. As
outlined below, we also survey other projects 1o determine what benefits they
provide,

Survey of Other Projects

DPK consulied with other USAID projects and private companies (see Table 2.1,
below). The fringe benefits that they offer range between 28% - 3 1% ol total salary
although the companents of the [ringe benetits may vary somewhat. The practice of
other US government contractors with whom we consulted [ollows.

Table 2.1 — Benefits Provided by USAID Contractors and DPK Consulting

AT _ : CARE
‘Description of Benefits Allowable E INT L./ DAY/
~ " "Under Labor Law DPK/ USAID USAID
(includes % of salary) NETHAM | Contracis Contracts
Total Benefits as % of Salary* 28.9% 30.6% 27.9%
Severance Pay — One month per YES YES YES
year worked (B.3%)
Transportation Allowance (% NO $50/month NOC
variable}
Provident Fund (% variable) NO YES, 10% YES,
15.58%
Thirteenth Salary Allowance (8.3%) YES YES NGO
. : . : CARIL
Description.of Benefits Allowable |0 .. INT?L./ DAY/
" Under Labor Law - DPRY USAID USAID
(includes %% of salary) NETHAM | Contracts Contracts
Fourteenth Salary Allowance (8.3%) YES NO NO
Fifteenth Salary Allowance (B.3%) NGO NO NO
Life insurance NO NO NO
Health insurance for employee and YES, Up to YES, no YES,
all dependents (% variable) $2,000 per limit, all $350/year
employee, family per family
Ya varies members member
covered
Work Accident insurance Coverage YES Not known Not known
(% variable)
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The process that we followed resuited in our decision 1o provide the 13" and 14"
month allowances. At the same time we did not offer the provident fund which
other contractors offer. As a firm, we are comfortable with the 13" and 14" month
approach as it is consistent with practices in other countries that we have USAID
contracts so found it more congruent with our normal internal policies.

We deduce from the auditor’s response, that an issue {or the auditor is why the 13
and 14" month were not classified as salary versus fringe benefits. We outlined in
our Original Management Response already incorporated in the audit report our
interpretation of Palestinian Labor Law, which was supported by the opinion of our

labor lawyer and led to classification of these expenses as fringe benefits,

Auditor's Response:

The above answer does not justify these paymenls neither in nature nor in definition. We see these payments as
unreasonable taking into consideration that the program is suspended. Further, we would like to clarify the
following important points to answer the above management response:

1-

2-

IU's true that the fringe benefits did not exceed the budgeted amount of 30%.

The above citation from Article 6 of the Labor Law is correct. However, adopting better provision in
addition to the minimum provided by the law is not appropriae in this case becanse these benefits arc
paid from the USAID funds and not from DPK Consulting privale funds.

Comparing the benefits of DPK Consulting ta the benefils provided by the USAID mission is not
proper because USALD employees are getting paid from the USAID, but DPK Consulting arc getting
paid under the contract that is funded by the USAID.

The above definition of the basic wage {rom Article | of the Labor Law is correct. However, the samc
Article defines wage as "the full wage, the basic wage plus increments and allowances.”

These payments are not bonuses and we do not say that in our finding. Referring to the biographical
data sheet, we quote the following definition: salary "basic periodic payment for services rendered.
Exclude bonuses, profit sharing arrangements, commissions, and consultant fees, extra or overfime
work payments, overseas differentials or quarters, cost of living or dependent education allowances”.
This definition clearly states that salary is a basic periodic payment for services rendered, as is the
case with the two months provided by DPK Consulting by the end of cach six months period. IU's
worth noting here that the proposed salary in the biographical data sheet did not show the 13" and 14"
month salary payments as part of this proposed salary. Accordingly, we do nol agree with the
conclusion reached by DPK Consulting.

The condition of working for a whole period of 6 months to be cligible for the 13" or the 14" month
salary payments do not exclude these payments from their definition as salary. First, this condition
may not be defended in front of the court if partial payments requested by the employee. Second, these
payments are still defined as basic periodic payments for services rendered.

The bonus if paid by employers on periodic predefined basis is taxable and is considered part of the
salary. The bonus that is paid on occasional basis is also taxable and should be treated differently. The
bonus is something given or paid in addition to what is usual or expected. And is defined as a sum of

]
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money or an equivalent given to an employee in addition to the employec's usual compensation, but
we can note that this definition does not apply when the payment is expected in advance and is part of
the usual compensation.

We could not verify the accuracy of the information provided by DPK about other USAID projects and this
information cannot be set as a rule unless approved by the USAID.
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3- Sepregation of Duties

Backeround:
During the course of our audit, we noted that the accounting department consists of one person only,

"The Financial Manager", and that there is no review of the work performed by him from a proper
managerial level such as the Acting Chief of Party.

Criteria:
Custody of assets, bookkeeping, and authorization are conflicting duties that should be scgregated.

Cause:
DPK reduced the number of staff because the contract was put on hold or suspended, this has reduced
the opportunities of proper segregation of duties due to the limited number of staff.

Effect:
Segregation of duties will reduce the risk of misappropriation of assets.

Recommendation:

We recommend building new project management chart that is properly segregated to the extent
possible using the limited resources available and we recommend consulting with the USAID to hire
an additional accountant in case this chart is not doable using the available resources.

Manasement's Response:

First Response

It is true that the project only has one person in the Accounting Department. However, two petty
cash funds are held in the Gaza and Ramallah Offices by two different staff persons and are
reviewed by the Office Manager in Gaza and the Finance Dircctor in Ramallah. All payments are
prepared and recorded by the Finance Director, who does not have the authority to sign checks.
All payments and financial reports are reviewed and approved by the Acting COP who has an
Accounting Degree and lengthy experience in financial management.

The project was in the process of hiring an accountant but the process was put on hold based on
USAID’s request. Upon the resumption of project aclivities we hope to renew this process.

Amendment to the first response after the exit meeting

Duties lor the DPK/Natham project are appropriately segregated given the volume of
[inancial transactions and additional internal control procedures established to mitigate
the risk arising rom our ability to employ only one person in the accounting department
far the following reasons:

e Pelty cash funds are managed in the Gaza and Ramallah Offices by professional
staft other than the Finance Director.

e Payments are prepared and recorded by the Finance Director, who does not have
the authority to sign checks.

e Payments and {inancial reports are reviewed and approved by the Acting COP
who has an Accounting Degree and lengthy experience in financial management.

e Transaction detail, bank reconciliations, supporting documentation, and USAID
vouchers are reviewed monthly by the San Francisco home office.
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The project has not hired any additional staff based on USAID’s request due {o the
project’s suspended status. We agree that an additional accountant should be considered
upon lifting the project suspension.

Auditor's Response:
DPK should further consult on this matter with the USAID in order to find a better segregation of
duties in the financial process.
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Appendix -A-: Recipient's Comments

First response




Principals
WALLIAM . Davis

. ROBENT W, PAGK |1
consulting

March 7, 2007

Michael F. Orfaly
Partner
PriceWaterhouseCoopers, Ramaliah

Subject: DPK/NETHAM Management Response to Immaterial Audit Findings

We would like to thank you for sending us the audit findings report [or the NETHAM Rule of
Law Program. Following is our response to the findings in the report. I hope this information is
helpful and assists in clarifying some of these issues.

For the record, we would like to note that your letter to the project is dated January 11, 2006
while the letter was actually received on March 5, 2007.

We havc appreciated your feedback and the opportunity to facilitate this USAID audit with your
professional staff.

Best Regaljg]s,

-
S\

\‘/Nﬂbil Isifan

605 MARKIT STREET, SUTTI2 500, SAN FRANCISCO, CA 94105 TEL: {(415) 495-7772 Fax: (415) 495-6H7 wWW.DIKCONSULTING.COR



1 - Tax Invocies

We agree with the audit firm that all payments have to be against tax invoices. However, the
plants purchased in Gaza were [rom a farmer and farmers are not authorized dealers and they
don’t have to issue VAT invoices. The payment for the court signs was to an individual who
drew the signs. This person was not registered with the VAT department and we did not know
that until after the service have been provided. After that incident we make it a policy to ask all
vendors if they are registered ahead of time and that is the reason that there were no niore such
payments. ‘

2. Petty Cash Payments
It is true that it is our policy to limit the petty cash payments to USD 130. However, it is also our
policy to have exception when needed with the approval of the Finance Director who approved

all the above payments. Most of the payments were for the Phone Company in Gaza and
payments for office supplies. These vendors do not accept checks.

605 MARKIET STREET, SUITE BOU, SAN FRANCISCO, CA 94305 TOL: {415) 495-7772 TAX: (415} 495-6017 WwW.DPKCOMSULTINGLOM




Principals
WILLIAW TS [Davis
ROBERT W.PAGE 1k

consulting

March 7, 2007

Michael F. Orfaly
Partner
Price WaterhouseCoopers, Ramallah

Subject: DPK/NETHAM Management Response to Material Audit Findings

We would like to thank you for sending us the audit findings report for the NETHAM Rule of
Law Program. Following is our response to the findings in the report, | hope this information is
helpful and assists in clarifying some of these issues.

For the record, we would like to note that your letter to the project is dated January [ 1, 2007
while the letter was actually received on March 5, 2007.

We have appreciated your feedback and the opportunity to facilitate this USAID audit with your
professional staff,

Best Repards,

o
-

/Nabil Isifan

605 MARKET STREET, SUITE 800, SAN FRANCISCO, CA D105 TEL {415)405-7772 Fax: (415) 493-6017  waww, DPRCONSULTING.CON




1 - Non Compliance with the Source and Origin Rules - Leased Cars

When the project began, NETHAM rented vehicles for a shart period of time, with the
intention to conduct a full purchase vs. lease analysis to be presented to USAID. In the
project’s proposal to USAID, we included the cost of procuring two vehicles. Therelore,
shortly after mobilization, the project began to collect offers to buy US made vehicles and
our analysis and recommendations were provided to USAID for approval. A Request for
Approval of vehicle procurement was sent to USAID on January 5, 2006 (attachment I). In
that letter, we indicated that as outlined in our proposal, DPK had performed a thorough
lease vs. procurement of vehicle analysis and market research. During the contact
negotiation period, USAID had verbally indicated a preference to procure vehicles and this
matter was taken into consideration.

Due to the political situation, and the project being put “on hold” as a result of the
Palestinian Legislative Council (PLC) elections and the no contact policy, the waiver was
not processed by USAID. Therefore, we continued renting vehicles on a three-month basis
as we were nol certain of the project’s future status and we could not enter into a lang term
commitment with car rental companies. Each three months we issued a purchase order (o
rent the vehicles for an additional three months.

When we initiaily entered into the agreement with the car rental companies, we renled one
vehicle that was not American made (Suzuki) and after two months we requested that all
vehicles we rent comply with the American made terms and therefore that car was replaced
with a Chevrolet so the project then had two Chevrolet rented vehicles. We mentioned in
the terms of the purchase orders that the vehicles shouid be US made. We had no reason to
believe and never expected that those vehicles were not US made (Purchase Orders
attached (attachment IT)).

Additionally, in one of our internal communications the ficld office wrote the Home Office
in San Francisco that the project was in compliance with the source, origin and nationality
requirements (communications attached (attachment 111)).

It was not until our first meeting with the auditors that we found out that those vehicles are
actually made in South Korea and not in the United States. The auditors brought the issue
up and we then took immediate action to call the car rental agency in the presence of the
auditors and we were surprised to learn that the vehicles were not American made, We took
immediate corrective action and returned the two vehicles.

We believe that these series of events, issuing purchase orders, internal communication,
communication with the car rental company in the presence of auditors and the immediate
action taken afierwards, leaves no doubt that DPK Consulting/NETHAM acted in good
faith and with no intentions to break any regulation.
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2 - Thirteen and Fourteen Months Salary

We would like to clarify several key issues concerning this matter. This (3" and 14"
benefit/bonus is not part of the cmployee’s salary and it would be a great
mischaracterization and misleading to report it as such. This is a fringe benefit that
DPK/NETHAM has consistently reported to USAID since the start of the projeet in
monthly invoices 1o as a fringe benefit.

In order to give some background, in determining the scope of employec contracts and the
package of benefits, DPK recruited the services of a trained labor lawyer who advised the
project on the proposed contract and benefits. This attorney conducted market research and
recommended a proposed package. In finalizing and offering the employee contraci, DPK
ensured that the benefits are consistent with the local market, the Labor [Law, and
USAID/DPK policies and regulations. We also ensured that the fringe benefits did not
exceed the approved 30% rate for benefits in the USAID project contract. The attorney
even recommended additional benefits that were not incorporated into the contract
including a 15" benefit, issuing a Provident Fund, and transportation allowance as is
common practice in many local institutions. Article 6 of the Labor Law states: “Frovisions
of this law represent the mininman level of laborers' rights that can not be waivered.
Whenever a special system is available to organize labor, provisions af this law or
provisions of a special rule shall be applied, whichever is better for the laborer.”

As a policy, DPK develops all benefit packages in countries so as to comply with the local
labor faw (i.e. ensuring at least the minimum benefits required by law are offered) while at
the same time being competitive with other government contractors. In accordance with
AIDAR 722.170(b), care is taken to not exceed the benefits provided in the local mission’s
compensation plan.

In the West Bank and Gaza, the local Labor Law clearly slates that the basic wage,
according to Article 1 of the law includes “agreed upon monetary and/or in kind
equivalent paid to laborer for his work; increments and allowances arve not included
whatever they are.” In interpreting this article it is fairly clear that semi-annual bonus,
as well as Provident Fund benefits should not be included in the basic salary. Any
benefit beyond the basic salary is a fringe benefit. In addition, USAID’s own contractor
employee biographical data sheet states the exciusion of bonuses and profit sharing
arrangements. To further reinstate this matter, in filling out the USAID biographical sheet,
NETHAM employees who received this benelit from previous employers have not
included this benefit/bonus as part of their salary since it is a commonly known fact this is
a bonus and not part of the annual salary.

DPK does not see how this benefit can be characterized as part of the employee’s annual salary
since employees are not eligible for this benefit unless the employee completes 6 and 12 months
of employment, respectively to receive 13" and 14™ month benefits. As an example, in two cases
where employees resigned from the project before completing these milestones, they were not
eligible for this benefit.

In the local market, it is indeed a common practice in the West Bank and Gaza for employers to
pay a 13" and 14" month salaries as a bonus-- this is also commonly offered in lieu of a
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Provident Fund—this includes all banks, insurance companies and a number of NGOs as well as
USAID funded projects.

DPK Consulting also offers this fringe benefit to its locally hired staff in Jordan and the
Dominican Republic where it is a standard practice for employees to receive this benefit.

We hope thal we were able to clearly explain the background and rationale behind offering these
benefits and how it should be billed.

3 - Segregation of Duties

It is true that the project only has one person in the Accounting Department. However, two pefty
cash funds are held in the Gaza and Ramallah Offices by two different staff persons and are
reviewed by the Office Manager in Gaza and the Finance Director in Ramallah. All payments are
prepared and recorded by the Finance Director, who does not have the authority to sign checks.
All payments and financial reports are reviewed and approved by the Acting COP who has an
Accounting Degree and lengthy experience in financial management.

The project was in the process of hiring an accountant but the process was put on hold based on
USAID’s request. Upon the resumption of project activities we hope to renew this process.
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Attachment 1
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Principals
WILLIAM B, D2 aves

consulting Ronie W. PAGE |1t

Dale Lewis,
Contracting Officer
USAID/West Bank Gaza

January 5, 2006
VIA EMAIL

Re: Request for approval of vehicle purchase

Dear Mr. Lewis,

DPK Consulting hereby request your approval for the purchase of two vehicles and the rent of a
third vehicle for the use of the NETHAM project.

Baclground:

As promised in our proposal, DPK has performed a thorough lease/buy analysis and market
research concerning the decision to lease or buy project vehicles. We have considered also the
USAID comments regarding this issue from the correspondence during the negotiation period.

As our project reaches full staffing, it needs three vehicles that can be serviced in [sracl or in
West Bank/Gaza. We regutlarly have teams of staff and consultants visit locations several hours
distance from our office in Ramallah.

We have obtained quotes from five dealers in West Bank and Israel for US brand vehicles and
have established that the only US origin vehicle available is the Chevrolet Malibu. The Malibu is
furthermore avaitable for rent.

Lease/buy:

As requested by USAID during negotiations, we have focused on obtaining quates for
purchasing the necessary project vehicles, but have also obtained leasing information to enable a
lease/buy analysis. It is clear from the table below that leasing is generally not an economical
option when only economical factors are considered,

As mentioned above we would however like to purchase two vehicles with Palestinian plate, one
for Ramallah and West Bank use, and one for Gaza use. The project also needs a vehicle with
Israeli license plates to travel within Israel. A fter consultations with the USAID mission in Tel
Aviv, we reached the conclusion that buying a vehicle in Israel will cause three main problems:

i- The vehicle will have to be registered in the name of an Israeli citizen, resident or an
international person and not in the name of the project as the project is not registered in
lsrael.

2- At the end of the project we would not be able to transfer the title to any person or legal
entity in the West Bank and Gaza.
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3- We would have to pay full customs and VAT on this purchase.

Given the cost for customs and VAT, the cost of a Chevrolet Malibu with full customs and VAT
will be USD 35,600 excluding insurance, registration and maintenance. If we rent the same
vehicle for the duration of the project it will cost USD 33,000 including insurance, registration
and maintenance. For the third project vehicle with Israeli license plates we therefore propose to
rent a Chevrolet Malibu for the duration of the project.

Quote cvaluation:

These are the quotes we have received and the origin of the vehicles offered:

Free of With Rent for 30
Customs | Customs months Origin
Cherokee (Liberty Sport) $30,500 | $59,800 NA Non-US
Chevrolet Trail Blazer $36,500 | $63,000 $46,500 us
Chevrolet Malibu $19,000 | $35,600 $33,000 us
Ford Mondeo $18,600 § $36,000 $27,000 Nan-Us
Ford Focus $16,000 $29,500 $23,250 Non-US

The Cherokee Liberty Sport and the Chevrolet Trail Blazer are quite expensive ($30,500 and
$36,500 respectively). The Cherokee is furthermore not of US origin.

The Ford Focus is the cheapest vehicle, but is not of US origin and is considered too small for
the needs of the project.

The Ford Mondeo is sufficient for the needs of the project and is approximately $400 cheaper
than the Chevrolet Malibu, but it is not of US origin.

Finally the Chevrolet is of US origin and is reasonably priced. The dealer has the necessary
vehicles in bond, so delivery could be made in approximately three weeks.

Sincerely,

Peder Pedersen

CC:  Sandy Sakran, Acquisition Specialist, USAID West Bank Gaza
Rasem Kamal, Cognizant Technical Officer, USAID West Bank Gaza
Nabil Isifan, Acting Chief of Party NETHAM
Robert W, Page Jr., Principal in Charge, DPK Consulting




Attachment 11
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Purchase Order

{ VENDOR: Purchase Order No.: RAC 6/2006
Purchase Order Date: 25/08/06
Name: Dallabh Rent A Car Ship to: Rule of Law — Justice & Enforcement Project
Address: P.O. Box 21372 Al-Whaidi Building, 1¥ floor, Ramallah
: Jerusalem Tel; 02-2974516/7, Fax: 02-2972230
Telephone: 02-656 4150 US Government Prime Contract: USAID RULE OF
Coniact: Sami Dahoud LAW IQC, # DFD-I-00-04-00173-00.
Task Order: 204-2005-022.

Qry. Unit ToTAL
No. DESCRIPTION MONTHS PRICE PRICE
1 Medium Size Vehicle Chevrolat Optra 3 5850 $2,550
Sub Total 52,550
VAT 420.75

ToTaL | $2,970.75

TERMS AND CONDITIONS

Payment terms Payment after receiving the vehicle and on a monthly basis against original tax

invoice
Delivery Date Immediately
Penalty US$ 50 for each day delay after the delivery data.

Rule of Law — Justice & Enforcement / WBG. Al-whaidi Blg. 1° floor, Ramallzah

Bill to Fax: 02-2072230.

1. All prices in US$ and excluding VAT,

2. We may cancel this order in whole or in part if vendor does not deliver the
goods or perform the services in full conformance with the warranties within
the time specified in this order.

3. Our maximum liability to vendor arising out of this order, regardless of the
basis of liability or the form of action, will not exceed the total price stated in

Dther Terms this order.

4. Vehicle is Made in USA and shipped from USA.

5. Vendor warrants that (i) all articles furnished shall be new and free from
defect in workmanship and materials, (ii} Upon acceptance of the goods,
vendor shall transfer all manufacturers’ and véndor warranties for work
praducts and equipment delivered under this agreement to DPK, ar to the
party designated by DPK,

For Vendor: For DPK C@V: /
Lo . »\ \
: ) \/_/

Name: et T e Name:

Title: ’ Titler

Please sign, stamp and return as acceplance to fax 02-2972230 by the end of the next working day of
receiving the P.O lo proceed the procurement of the above mentioned items.

Rule of Liwy Program Jestice and Enforcement ® Al-Whaidi Building, First Floor. Al-Mabarekh Streel, Ramallah



FROM THE AMERICAN PEOPLE

Purchase Order

VENDOR: ' o - - T Puarchase Order Nol{AC 4/2606 T %
Purchase Order Date: 29/05/06 1
Name: Dallah Rent A Car Ship to: Rule of Law — Justice & Enforcement Project ¢
i Address: P.O. Box 21372 Al-Whaidi Building, 1* floor, Ramallab [
Jerusalem Tel: 02-2974516/7, Fax: 02-2972230 f
Telephone: 02-656 4150 S Government Prime Contract: USAID RULE OF i
Contacet: Sami Dahoud LAW IQC, # DFD-1-00-04-00173-00. ‘
§ i 7 7 Task Order: 294-2005-022. 7 - 7 B
QTy. UNIT ToTAL
No. DESCRIPTION MONTHS PRICE PRICE
1 Medium Size Vehicle Chevrolet Optra 3 $850 $2,550
Sub Total 52,550
VAT - 420,75
ToTAL | $2,970.75

TERMS AND CONDITIONS

Payment terms Payment aiter receiving the vehicle and on a monthly basis against original tax

invaice
Delivery Date Immediately
Penalty US$ 50 for each day delay after the delivery date.
Bill to Rule of Law — Justice & Enforcement / WBG. Al-whaidi Blg. 17 floor, Ramallah

Fax: 02-2972230,

1. All prices in LSS and excluding VAT,

2. We may cancel this order in whale or in part if vendor does not deliver the
goods or perform the services in full conformance with the warranties within
the time specified in this order.

3. Our maximum liability to vendor arising out of this order, regardless of the
basis of liability or the form of action, will not exceed the total price stated in

Other Terms this order.

4. Vehicle is Made in USA and shipped from USA.

5. Vendor warrants that {i) all articles furnished shall be new and free from
defect in workmanship and materials, (i} Upon acceptance of the goods,
vendor shall transfer all manufacturers’ and vendor warranties for work
products and equipment delivered under this agreement to DPK, or ta the
party designated by DPK,

For Vendor: For DPK Cgndulting;
e —'"\ N
- . LI A
Name: o R Name: \/

Title: » i ' Title:

Please sign, stamp and return as acceptance to fax 02-2972230 by the end of the next working day of
receiving the P.O to proceed the procurement of the above mentioned items.

Rule of Law Program Justice and Enlorcement * Al-Whaidi Building, First Floor., Al-Mabarelh Street, Ramallih
Tel: {4972 2)2074516/7 * Fax: (F972 23 2972230 * Email: jsilanigyvaboo.com = www.underconsiruction.com




Purchase Order

T eerrrrs e ————————
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{ VENDOR: Purchase Order No.: RAC 2/2006 T
; Purchase Qrder Date: 28/02/08 :
Name: Dallah Rent A Cor Ship to: Rule of Law — Justice & Enforcement Project %
i Address: P.O. Box 21372 Al-Whaidi Building, 1* floor, Ramallah
H Jerusalem Tel: 02-2974516/7, Fax: 022972230
{ Telephone: 02-656 4150 US Government Prime Contract: USAID RULE OF
é Contact: Sami Dahoud LAW IQC, # DID-1-00-04-00173-00.
: _ _ Task Order: 294-2005-022. _ -
Qry. unItT ToTAL
No. DESCRIPTION MONTHS PRICE PRICE
1 Medium Size Vehicle Chevrolet Optra 3 $850 $2,550
Sub Total $2,550
VAT 420.75
ToTAL | $2,970.75

TERMS AND CONDITIONS

Payment terms Payment after receiving the vehicle and on a monthly basis against ariginal tax

invoice
Delivery Date Immediately
Penalty USS 50 for each day delay after the delivery date.

Rule of Law — Justice & Enforcement / WBG, Al-whaidi Blg. 17 floor, Ramallah

Bill to Fax: 02-2972230.

1. All prices in USH and excluding VAT,

2. We may cancel this order in whole or in part if vendor does not deliver the
goods or perform the services in full canformance with the warranties within
the time specified in this order,

3. Our maximum liability to vendor arising out of this ordar, regardless of the
basis of liability or the form of action, will not exceed the total price stated in

Other Terms this order.

Vehicle is Made in USA and shipped from USA.

Vendor warrants that (i) all articles furnished shall be new and free from

defect in workmanship and materials, (i) Upon acceptance of the goods,

vendor shall transfer all manufacturers' and vendor warranties for work
products and equipment delivered under this agreement to DPK, or to the
party designated by DPK,

av

For Vendor: For DPK Ca\\ix ng: 7

T

Name; T e AN Name:

Title: Title:

Plense sign, stamp and return as acceptance to fax 022972230 by the end of the next working day of
receiving the P.O to proceed the procurement of the above mentioned items.

Rule of Law Program Justice and Enforcement * Al-Whaidi Building, First Floor, Al-Mabarekh Sueet, Rumallah
Tel: {(+972 2)2974516/7 & Fax: (+972 2) 2972230 ¢ Cmail: jsilanddéyahoo.com * wwwaunderconsiruction.com




Purchase Order

o L SN LT e R e M P PN T w T e TR T e 2 g e TR TN
! VENDOR: Purchase Order Nu RAC 7/7005
Purchase Order Date: 05/12/05
i Name: Dallah Rent A Car Ship to: Rule of Law — Justice & Enforcement Projeet
i Address: P.O. Box 21372 Al-Whaidi Building, 1* fioor, Ramallah
i Jerusalem Tel: 02-2974516/7, Fax: 02-2972230
5 Telephone: 02-656 4150 US Govermnent Prime Contract: USAID RULE OF
Contaet: Sami Dahoud LAW [QC, # DFD-1-00-04-00173-00.

Task Order: 794-7005 022

TS USRI TL bt iy ey 1y AT e LY R L L AT R Vi Mot TN T s v v n e

. Qry. UnNIT ToTAL
No. DESCR'PTl_ON MONTHS PRICE " PRICE
1 Medium Size Vehicle 3 %850 $2,550
Sub Total $2,550
VAT 420.75

ToTAL | $2,970.75

TERMS AND CONDITIONS

Payment terms Payment after receiving the vehicle and on a monthly basis against original tax

invoice
Delivery Date Immediately
Penality US$ 50 for each day delay after the delivery date.

Rule of Law — Justice & Enforcement / WBG. Al-whaidi Big. 17 floor, Ramallah

Bill fo Fax: 02-2972230.

1. All prices in US§ and excluding VAT,

2. We may cancel this order in whole or in part if vendar does nat deliver the
goods or perfarm the services in full conformance with the warranties within
the time specified in this order.

3. Our maximum liability to vendor arising out of this order, regardless of the
basis of liability or the form of action, will not exceed the total price stated in
this order,

4. Vendor warrants that (i) all articles furnished shall be new and free from
defect in workmanship and materials, (i) Upon acceptance of the goods,
vendor shail transfer all manufacturers' and vendar warranties for work
products and equipment delivered under this agreement to DPK, or to the
party designated by DPK.

Other Terms

For Vendor: e For DPK CDHW

Al
o ' (ot \</
Name: "=« AT \ Name:

Title: Title:

Please sign, stanip and return as acceptance to fax 02-2972230 by the end of the next working day of
receiving the P.O 1o proceed the procurement of the above mentioned items.

Rule of Liaw Program Justice and Enflorcement  Al-Whaidi Building. First Floar. Al-Mabarekh Streel, Rumalloh
Tel: (+972 2) 2974356/7 # Fax: (+972 2) 2072230 * Email: isifanddvabou.com * www.underconsiraction,con
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| Purchase Order

e CFTEFTO STy T

; VENDOR:

T

D ST

Name: Shkokanl Rent A Car

1 Address: Nablus Road

i
E Telephone: 02-240 6746
! Contact; Mazen Shkoukani

Ramallah

Purchasc Order Nu RAC 7/"006

Purchase Order Date: 28/10/06

Ship to: Rule of Law — Justice & Enforcement Project
Al-Whaidi Building, 1* floor, Ramallah
Tel; 02-2974516/7, Fax: 02-2972230

US Government Prime Contract: USAID RULE OF

T s e [T YT

mrrsop pot ezt

avier

= 3T

; LAW 1QC, # DFD-I-00-04-00173-00.
L e e DT 2
QTy. UNIT TOTAL
No. DESCRIPTION MONTHS | PRICE PRICE
1 Medium Size Vehicle Chevrolet Optra 3 $850 52,550
Sub Total 32,650
VAT $369.75
) ToTaL| $2,8919.75

TERMS AND CONBITIONS

Payment terms

Payment after receiving the vehicle and on a monthly basis against original tax
invoice

Delivery Date

Immediately

Penalty

USS 50 for each day delay after the delivery date.

Bill to

Rule of Law — Jusiice & Enforcement / WBG. Al-whaidi Bla. 17 floor, Ramaliah
Fax: 02-2572230.

QOther Terms

1.
2.

All prices in US§

We may cancel this order in whole or in part if vendor does not deliver the
goods or perform the services in full conformance with the warraniies within
the time specified in this order.

Qur maximum liability to vendor arising out of this order, regardless of the
basis of liability or the form of action, will not excead the total price stated in
this order.

Vehicle is Made in USA and shigped from USA.

Vendor warrants that {i) all articles furnished shall be new and free from
defect in workmanship and materials, (ii) Upon acceptance of the goods,
vendor shall transfer all manufacturers' and vendor warranties for work
products and equipment delivered under this agreement to DK, or to the
party designated by DPK,

For Vendor: For DPK Cor\s\W
\.

Name: h\{’ﬁ‘l am E} “ “’M.\,_.E_% Narne:

Title: \_. Title:

Please sign, stamp and return as acceptance to fax 02-2972230 by the end of the next working day of
receiving the P.O to proceed the procurement of the above mentioned items.

Rule of Law Program fustice and Enforcement * Al-Whaidi Building, First Floor, Al-Maharekh Street, Ramiliah
Tel: (+972 2) 20743 16/7 = Fax: (4972 2) 2972230 * Email: isifangdvahoo.com * wiww.underconstruction.com




Purchase Order

T PR et
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! VENDOR: Purchase Order No.: RAC 5/2006 !
Purchase Order Date: 28/07/06 E
Nume: Shkokani Rent A Car Ship to: Rule of Law — Justice & Enforcement Project F
3 Address: Nablus Road ~ Al-Whaidi Building, 1* floor, Ramallah !
i Ramallah Tel: 02-2974516/7, Fax: 02-2972230 i
{ Telephone: 02-240 6746 ' U8 Government Prime Contract: USAID RULE OF i
{ Contact: Mazen Shkoukani LAW IQC, # DFD-1-00-04-00173-00. i
j 7 Task Order: 294-2005-022. o
QTy. UnNIT TOTAL
No. DESCRIPTION MoNTHS | PRICE__|  PRICE
1 Medium Size Vehicle Chevrolet Optra 3 $850 $2,550
Sub Total $2,550
VAT $369.75
ToTaL | $2,919.75

TERMS AND CONDITIONS

Payment terms Payment after receiving the vehicle and on a monthly basis against original tax

Invoice
Delivery Date Immediately
Penalty \US% 50 for each day delay after the delivery date,

Rule of Law — Justice & Enforcement / WBG. Al-whaidi Blg. 1" Floor, Ramailah

Bill to Fax: 02-2972230,

1, All prices in US%

2. We may cancel this order in whole or in part if vendor does not deliver the
goods or perform the services in full conformance with the warranties within
the time specified in this order.

3. Our maximum lability to vendor arising out of this order, regardless of the
basis of liability or the form of actian, will not exceed the total price stated in

Cther Terms this order.

Vehicle 1s Made in USA and shipped from USA.

Vendor warrants that (i} all articles furnished shall be new and free from

defect in warkmanship and materials, {ii) Upon acceptance of the goods,

vendor shall transfer all manufacturers' and vendor warranties for work
products and equipment delivered under this agreement to DPK, ar to the

o

_party qesignated by DPK.

n

F

For Vendar: . For DPK Cansulting;
N A\
X 3 ‘ Thae?
SR Name: v

Lgh-ﬁl;l/ 130, i H fieard 10,

At g Yo e e e e e

Name:

Title: Title;

‘ -

Please sign, stamp and return as acceptance to fax 02-2972230 by the end of the next worlcmg day of
receiving the PO to proceed the procurement of the above mentioned items,

I{ult, nl Ld\\ ]’ iram Iusnu., unll Eniuuumnt *Al- Wha:dl Hulldm" l irst I !um _,\] M.Jlmn.kll HtrLLl R.lm.ll!uh
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‘FROM THE AMERICAN PEOPLE

Purchase Order

§ VENDOR:

— — -
T TSI SR T T TR e Y TR S

e PR P T p T

I’ulclmsc Order No.: RAC 3/2006

e

e et A 1 L

Purchase Order Date: 28/04/06 Ié
¢ Name: Shliokani Rent A Car Ship te: Rule of Law — Justice & Enforcement Project |}
| Address: Nablus Road Al-Whaidi Building, 1* floor, Ramallah f
3 Ramallah Tel; 02-2974516/7, Fax: 02-2972230 f

Telephone: 02-240 6746 US Government Prime Contract: USAID RULLE OF i
! Contact: Mazen Shkoukani LAW 1QC, # DFD-1-00-04-00173-00. ,
_ Taslc Order 794—7005 0?.2. i i\
|

Qry. UNIT TOTAL

No. DESCRIPTION MONTHS | PRICE PRICE
1 Medium Size Vehicle Chevrolet Optra 3 $850 32,550
Sub Total 52,550

VAT ‘ 5408
TotaL| $2,958

TERMS AND CONDITIONS

Payment terms Payment after recaiving the vehicle and on a monthly basis against original lax
invoice

Delivery Date Immediately

Penalty US$ 50 for each day delay after the delivery date.

Bili to Rule of Law — Justice & Enforcement / WBG. Al-whaidi Blg. 17 floor, Ramallah

Fax: 02-2072230.

1. Al prices in US%

2. We may cancel this order in whole or in part if Vendor does not deliver the
goods or perform the services in full conformance with the warranties within
the time specified in this order.

3. Our maximum [iability to vendor arising cut of this order, regardiess of the
basls of liability ar the form of action, will not exceed the {otal price stated in

Other Terms this order.

4, Vehicle is Made in USA and shipped from USA.

5. Vendor warrants that (i) all articles furnished shall be new and free from
defect in workmanship and materials, (i) Upon acceptance of the goods,
vendor shall transfer all manufacturers' and vendor warranties for work
praducts and equipment delivered under this agreement to DFPK, or o he
party designated by DPK.

For Vendor: '1‘ T For DPK Consulting: _—"
N Y \\r‘\ pd
P
Name: fJ"'{TP;;II :51 , Name: \J/‘
Title: (J_l‘_‘“_u,@d_d.ﬂ.ﬁ_’ pia Title:

Please sign, stamp and return as acceptance 1o fax 02-297223( by the end of the next working day of
receiving the P.O to proceed the procurement of the above mentioned items,

Ruie of Low Frogram Justice and Enforcemens *

Tel: (+9722) 2974516/

Al-Whaidi Building, First Floor, Al-bubarckh Streel, Runallah
7 Fax: (4972 212972230 * Email: jsifungfyvabon.com * www,ondercenstruction.com
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Purchase Order

-..aw_u_m e e 3 B DA T,

si VENDOR: Purchase Order NG RAC 1/"006
Turchase Order Date: 28/01/06
Name: Shkokani Rent A Car Ship to; Rule of Law — Justice & Enforcement Project

Address: Nablus Road
Ramallah

| Telephone: 02-240 67486

Contact; Mazen Shkoukani

Al-Whaidi Building, 1* floor, Ramaliah
Tel: 02-2974516/7, Fax: 02-2972230
US Government Prime Contract: USAID RULE OF
LAWIQC, # DFD-1-00-04-00173-00.
Task Order: "94—2005 02?__

i e e T ——

ot ai ance S} P i el b iakc Bt e an—e

T e R a2 Arm 4 VTN TP 2 o da YN LS8 22 ool o ok

Qry. UNIT ToTAL

No.. DESCRIPTION MONTHS PRICE PRICE
1 Medium Size Vehicle Chevrolet Optra 3 %850 $2,550
Sub Total $2,550

VAT 5408
TOTAL $2,958

TERMS AND CONDITIONS

i ettt S =

Title: rs l'l,hlhlm L l} L‘ Fi[' { Tille:

Payment terms Eisgiggnt after receiving the vehicle and on a monthly basis against original tax
Delivery Date Immediately

Penalty LUS$ 50 for each day delay after the delivery date.

Bill to Rule of Law — Justice & Enforcement / WBG, Al-whaidi Blg. 17 floor, Ramallah

Fax: 02-2972230.

1. All prices in US8

2. We may cancel this order in whole or in part if vendor does not deliver the
goods or perform the services in full conformance with the warranties within
the time specified in this order.

3. Our magimum liability to vendor arising out of this order, regardiess of the
basis of ligbility or the form of action, will not exceed the total price stated in

Other Terms this order.

4, Vehicle is Made in USA and shipped from USA.

5. Vendor warrants that {i) all articles furnished shall be new and free from
defect in workmanship and materials, {ii) Upon acceptance of the goods,
vendor shall transfer all manufacturers’ and vendaor warranties for work
products and equipment delivered under this agreement to DPK, or to the
party designated by DPK.

4. - ,
For Vendor: . \;r For DPK\C\OK ting:
. f”,‘""(,
" \,
Name: e v o Name: V

Please sign, stamp and return as acceptance to fax 02-2972230 by the end of the next working day of
receiving the P.O to proceed the procurement ol the above mentioned items,

Rule af Low Program Justice and Cntoreemen * Al-Whaidi Building, First Floor. Al-Mabarekh Street, Ramatlils
Tel: (+9722) 2974316/7 * Fax: (+072 2) 2972230 * Email: isifangdvahoo.com * wwiw,underconstruction.com
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VENDOR:

Name: Shkolani Rent A Car
Address: Nablus Road

Ramaliah

| Telephone: 02-240 6746
Contact: Mazen Shkoukani

B AT b T 0, LA L b A CPE BT L L e e L 8 G 500 B 2 LA L b 48 Sl d el

Purchase Order No.: RAC ]/7005
Purchase Order Date: 28/10/05
Ship to: Rule of Law — Justice & Enforcement Projeet
Al-Whaidi Building, 1* floor, Ramallah =
Tel: 02-2974516/7, Fax; 02-2972230
US Government Prime Contract: USAID RULE OF
LAW IQC, # DFD-1-00-04-00173-00,
Task Order: 294-2005-022.

e
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Qry. UnNIT TOTAL
No. DESCRIPTION NIONTHS PRICE PRICE
1 Medium Size Vehicle 3 %850 $2,550
Sub Total $2,550

VAT 0
ToTAL $2,550

TERMS AND CONDITIONS

Payment terms

Payment after receiving the vehicle and on a monthly basis against original tax
invoice

Delivery Date

Immediately

Penalty

US$ 50 for each day delay after the delivery date.

Bili to

Rule of Law — Juslice & Enforcement / WBG, Al-whaidi Blg. 1* floor, Ramaliah
Fax: 02-2972230.

Other Terms

1. Ali prices in US$ and excluding VAT,

2. We may cancel this order in whaole or in part if vendor does not deliver the
goods ar perform the services in full conformance with the warranties within
the time specified in this order.

3. Our maximum liability to vendor arising out of this order, regardless oi the
basis of liability or the form of action, will not exceed the total price stated in
this order.

4, Vendor warrants that (i) all articles furnished shall be new and free from
defect in werkmanship and materials, {ii) Upon acceptance of the goods,
vendor shall transfer all manufacturers' and vendor warranties for work
products and equipment delivered under this agreement o DPK, or to the
party designated by DPK.

For Vendor: _

3

..."!.‘ e For DPK nsUItil‘Ig:
i I e
'-""l Ay e e \\

..-m‘.- eyt =t V

Name: {EF‘” € i n{“ l i Name:
] fw-“' b
Tite: k-ﬁ;‘__j;.._ ‘‘‘‘‘‘‘‘‘‘‘‘‘ ot Titte:

Please sign, stamp and relurn as acceptance to fax 02-

2972230 by the end of the next working day of

receiving the IO to proceed the procurcment of the above mentioned items.

Rule of Law Program fustice and Enforcement * Al-Whaidi Building, First Floor. Al-Maburekh Street, Ramatlah

Tel: (#9732 2) 2074516/ 7 Fax: {+972

12972230 * Email: jsifani@yvahop.com * www,underconstruction.com
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Baher Zamamiri

From: Peder Pedersen [ppedersen@dpkconsulting.com]
Sent:  Thursday, September 07, 2006 12:44 AM

To: Baher Zamamiri

Cc: nisifan@netham.net; Rebecca Silva

Subject: RE: Car Rental

Baher,

Excellent question!
| know of no regulation that forces us to buy the cars after a certain period.

We started renting to accommodate a rapid start-up and we then moved to a lease/buy analysis that resulted
in a decision to buy two cars and rent one (as far as | remember). | believe that because of the situation we
cancelled the procurement and continued to rent. | think that we should now do a memo to fite documenting
that we continue {o follow the situation and that we have concluded that under the current circumstances we
have continued to rent because of the uncertainty about project funding and activities because it is a more
flexible and economical way in the short term. We should in the memo to file commit oursalves 1o a new
buy/lease analysis once the project starts back up so that we cantinue to provide the project with
transportation means in the most economically responsible way.

If a new lease/buy analysis shows that we should buy, then we naad to vet that with Nancy
| hope this answers your question, if not please do not hesitate to ba back in touch.
Best Regards

Peder Pedersen

PS got your request for files to complete your files. The Personnel section and | will search of files and get
you everything that we have.

Pedoer Nygaared Pedersen

Senior Program Implementation Officer
0Pk Consuiting

(05 Market Street, Suite §00

San Francisco, CA 94103

P+l 415 284 7695

Fr+1 415 495 7553

M: ppedersen@dpleonsulting.com

From: Baher Zamamiri [mailto:bzamamiri@netham.net]
Sent: Wednesday, September 06, 2006 2:51 AM

To: Rebacca Silva; Peder Pedersen

Cc: Nabil Isifan - Netham

Subject: Car Rental

Dear Rebecta and Peder,

Today morning | had a meeting with Nabil and he raised a valid point of the rented cars. As you know we
have been renting 2 cars from the beginning of the project. | have two questions in this regard:

1- |5 there a time limit for renting cars for the project?
2- |s there a need for a special approval from USAID? And if yes, do we have such approval?

| know that we can rent cars and if its for more than six manth we have to comply with the source, origin and
nationality requirement, which we do. | just wanted to make sure fhat we are doing the right thing and if notfo
“actonit

11/21/2006
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Regards,

Baher Zamamiri

11/21/2006




Contract Number DED-1-00-04-00173-00 "NETHAM Rule of Law Program”
Funded by United States Agency for International Development and Managed by DPK Consulting
Fund Accountability Statement for the Period from September 30, 2005 to September 29, 2006

Appendix -B-: Recipient's Comments

Amendment to the first response after the exit meeting




June 14, 2007

Michael F. Orfaly
Partner
PriceWaterhouseCoopers, Ramallah

Subject: Amending DPK’s Audit Findings

Dear Mr. Orfaly:

DPK/NETHAM would like to further elarify our response in the areas questioned in the
audit in the following areas

» Non-compliance with the source and origin rules for leased cars;

« 13" and 14" manth benefit;

= Segregation of duties.

We have provided these responses Lo be annexed as an amendment to our initial
responses rather than to replace them.

We hope thal our amended response clarifies these unresolved issues.
Best Regards,

Nabil Isifan
Acting COP \ //

Attachments:

Attachment 1 — Vehicle L.ease Responses to BAFO Queries
Attachment 2 — Employee Contract Fringe Benefits
Attachment 3 — Correspondence with Labor Attorney




Issue: Non Compliance with the Source and Origin Rules - Leased Cars

DPEK/NETHAM followed US government and DPK procurement procedures to
obtain U.S. origin leased vehicles and took steps to ensure that the car that we
ordered met source and origin requirements, During the course of the audit, i{ was
discovered that the vendor misrepresented the source and origin to DPK/NETHAM,
Corrective action was taken immediately by the project to ebtain vehicles of U.S.
origin upon this discovery. We reler the contracting office to the Original
Management Response on this issue for the details surrounding this transaction and
supporting documentation,

We note that correspondence between DPK and USAID providing background as to
the lease versus purchase oplion provided to the auditors at the closing meeting was
not included in the draft audit report. Attachment 1 is a copy of the relevant
sections from that letter which should be a part of the final audit report as further
background on this issue. A complete copy is available on file if USAID requires it.

Issue: Thirteen and Fourteen Months® Salary

We have provided additional information on this issue as requested during the exit
meeting. The thirteenth and fourteenth month allowances were established
consistent with:
o The terms of DPKCs task order and [QC contract with USAID
o The cost proposal submitted tor this task order
« DPK’s internal policies and procedures for establishing local fringe benefits
including seeking local legal advice
» Survey of other companies with USAID projects on the appropriate [ringe
benfits to offer to be consistent with other USAID contractors

DPK’s task order and 1QC contract with USAID

In accordance with AIDAR 752.7007(x) “Personnel Compensation”, incorporated
by reference in Section 1.1 of the master [QC contract governing this task order,
DPK established direct compensation packages for its personne! “in accordance
with the Contractor’s established policies, procedures, and practices, and the cost
principles applicable to this contract.”

In Part T Section B.2, “The Price Schedule™ of the task order, it states that “the
annual salary of an individual is his basic compensation exclusive of [ringe benelits,
travel incentives, housing allowances, differentials, or other bonuses.” The
thirteenth and fourteenth month allowances are listed in the employee contracts
(Attachment 2) as “Fringe Benefits™ and were clearly established by DPK as part
of the fringe benefits package (not base salary).




Cost Proposal

In the cost proposal narrative, we stated that “DPK will provide fringe benefits to
CCN employees in accordance with local practice. We have estimaled the {ringe

benefit rate to be 30 percent of base salary. We will bill actual fringe benelfit costs.”

The project’s actions have been consistent with this statement. Actual fringe
benelits payments for the period October 1, 2005 — May 30, 2007 for local fringe
benefits totaled $158,000, or 24 percent of local salary, We expect that the total
actual fringe benefits paid over the project life will approximate the 30 percent
budgeted.

DPK Enternal Policies and Procedures

DPK follows a policy of establishing {ringe benefits in accordance with local law
and requirements, In the case of West Bank and Gaza, the laws are not totally clear
so we followed our practice of hiring a local labor lawyer. We contracted with a
recommended labor attorney to advise us on the benefits required under local labor
law and what general local practice is. The fringe benefits that we decided to offer
were less than those included in his findings of what is permitted under local labor
law and practice (see Attachment 3). The approach of contracting a local lawyer is
consistent with our internal procedures when the law is not totally clear. As
outlined below, we also survey other projects to determine what benefits they
provide,

Survey of Other Projects

DPK consulied with other USAID projects and private companies {see Table 2.1,
below). The fringe benefits that they offer range between 28% - 31% of total salary
although the components of the fringe benefits may vary somewhat. The practice ol
other US government contractors with whom we consulted follows.

Table 2.1 — Benefits Provided by USAID Contractors and DPK Consulting

Description of Benefits Allowable | - INT'L /. DAL/
S UnderLaborLaw . | ~DPK/ .| USAID - "USAID
_ - {includes %% of salary) NETHAM |- Contracts | Contracts
Total Benefits as % of Salary* 28.9% 30.6% 27.9%
Severance Pay — One month per YES YES YES
year worked (B.3%)
Transportation Allowance (% NO $50/month NG
variable)
Provident Fund (% variable) NO YES, 10% YES,
15.58%
Thirteenth Salary Allowance (8.3%) YES YES NO

2




- Deséription of Benefits Allowable wn [ INTLS DAL
' - Under Labor Law " - DPK/ | TUSAID USAID
' (includes % of salary) . ETHAM | Contracts | Contracts
Faurteenth Salary Allowance (8.3%) YES NG NO
Fifteenth Salary Allowance {8.3%) NO NO NO
Life insurance NO NG NO
Health insurance for employee and | YES, Upto | YES, no YES,
all dependents (% variable) 52,000 per limit, ali $350/year
employee, family per family
% varies members member
covered
Work Accident insurance Coverage YES Not known | Not known
{% variable)

The process that we [ollowed resulted in our decision to provide the 13" and 14"
month allowances. Al the same time we did not offer the provident fund which
other contractors offer. As a firm, we are comfortable with the 13" and 14" month
approach as it is consistent with practices in other countries that we have USAID
contracts so found it more congruent with our normal internal policies.

We deduce from the auditor’s response, that an issue for the auditor is why the 130
and 14™ month were not classified as salary versus fringe benefits. We outlined in
our Original Management Response already incorporated in the audit report our
interpretation of Palestinian Labor Law, which was supported by the opinion of our
labor lawyer and led to classification of these expenses as fringe benefits.

Issue: Segregation of Duties

Duties for the DPK/Natham project are appropriately segregated given the volume of
financial transactions and additional internal control procedures established to mitigate
the risk arising from our ability to employ only one person in the accounting department
for the following reasons:

» Petty cash funds are managed in the Gaza and Ramallah Offices by professional
staff other than the Finance Director.

« Payments are prepared and recorded by the Finance Director, who does not have
the authority to sign checks.

« Payments and financial reports are reviewed and approved by the Acting COP
who has an Accounting Degree and lengthy experience in financial management.

» Transaction detail, bank reconciliations, supporting documentation, and USAILD
vouchers are reviewed monthly by the San Francisco home office.




The project has not hired any additional staff based on USAID’s request due to the
project’s suspended status. We agree that an additional accountant should be considered
upon lifting the project suspension.
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Sundy Salran
Office of Acqguisition and Assistance
USAID/WRBG

Seplember 28, 2005

RE: TPR 294-2005-022 Technical/Cost Clarifications

Dear Vs, Sakran:

DPK Consulting (DPIC) has received and respanded to the questions related to our West Bank & Gaza Rule of
Law Program — Justice and Enforcement proposal ruised in your email dated September 27, 2003, The responses
follow and are incorporated into a revised budget that we have submitied with this leller.

Technical comments: .r',’

-
o

Given Mr. Sulameh’s limited experience in the judicial reform/enforeguient field, USAID requests
that DPK propose a different candidate for the “Enforcement Progess and Procedures Mannger”
position. In the final decument Awurd this position will be idetlﬁl‘ft’:d as “TBD’ and DPK will be
usled [0 propose a suitable candidate within thirty days of codiract award.

We agree lo propose a different candidate for the “Enforcem&’roceas and Procedures Manager”
position and have indicated the position as TBD in our re¥ised budget. We will conduct an open
recruitment and propose a suitable candidate within 30" days of contract award.

[lusteative task on *Support for broader afi'gr’fs for public ndministration/eivil service reform to
rationalize the justice sector hurcaucracy, sfid address stufling needs within the sector.”

DPK’s respanse did not address USALD’s concerns. Both ideas raised by the DPX {creation of a
separate civil service system, or st1?(g);1ening the current civil service system that applies to all
government employees) are not ppicetical. The first idea is politically not feasible. The second onc is

too broad, and is not within tl%opc of this program. DPK is requested to revisit this section and
address it onee maore. ;

We understand the political.£onstraints that make our proposed activities difficult to implement at this tinte,
and in the Tollowing hm;:;/fevisecl the section to reflect that which we think is feasible and within the scope of
the project:

The DPK team wi]};(vcrk wilh the MOJ and ather counterparts to carry out rationality assessmonts within
select justice instjtltions, to be defermined with USAID, which will help in assessing staffing needs and right-
sizing these insgitutions and streamiining their workforce, This effort will include analyzing distribution and
roles of persoffuel to increuse effectivencss and efficiency of individuals as well as their service delivery.
DPK has sn,t{e experience in this regard in our work in the arca of human resources management with the
Attorney @eneral’s oifice under the previous rule of [aw project in West Bank and Gaza. The initial facus
will be g the judiciary, ineluding court persennel such as court administrators, processors, and others. Effors
to ratighalize Lhe justice scetor bureaucracy witl be supported by o number of our other proposed interventions

605 MARIET STREET, SUTE 800, SAN [Ftanicisco, CA 94105 'Fur: (415) 4957772 Fax: (415) 495-6017  wwawDIKCONSULTING.COM
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St. Louis, MO — Tel Aviv, Israel estimated at $3,400
Denver, CO — Tel Aviv, [srael estimated at 53,400
P Washington DC — Tel Aviv estimated al $3,200

g-—" 2. Loeal Teavel: IT the vental period is over 6 months, USAID’s preferved method is purchasing
vehicles in Heu of lense. Plense provide a lease vs. purchase analysis that resulted in DPK’s

| decision for long term vehicle rental,

DPK included the long-term vehicle rental option based on the cxperience form the previous project,
We indicated in our narrative that we would canduet a full purchase/lease nnalysis and consult with
USAID before deciding on transport options. We have updated the budget to reflect USAID
preferance for the purchase option, but we would like to reserve the ability o conduct & fuil lense
\ versus buy analysis before proceeding.
~@ther Direet Costs / Project Office Administration:

1, Becurity: Proposed rate of $3,000 per month is excessive whien compared fo other USAID
programs. Please revise,

We have lowered the proposed rate as requested to $2,400. The security would include security for
the project offices 24/7 and for the project vehicles overnight,

We are preparved Lo answer any further questions that you may have,

Sincerely,

Waak 0. Qcm&ﬂ. .

Robert W, fage
Chief Financial Officer

603 MARIIET STILEET, SUITTE 800, SAN FRANGISCO, CA 94105 T (415) 495-7772 Fas (415} 495-6017 Wt DPKCONSLLTING.CON
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EMPLOYMENT AGREEMENT

NPK Consulting (DPI0) and G855 ®F Employee) hereby enter into an employment
agreement (Agresment) for the USAID-funded Rule of Law Program - Justice and
Enforcement in West Bank and Gaza (Project) being implemented by DPI, governcd by the
following clanses:

1 TERMS OF EMPLOYMENT

This Agreement will be effective starting from October 16, 2003, The first three months are
considered probationary and performance will be seviewed at the anc[ nf that time. This
Agreement does not constitute an offer of employment in the DPK Home affice in San
Francisco, Californig, or on any other DPK-implemenled projeet.

2 DUTIES

Employee will serve as the MOJ Institutional Development Manager and will carry out duties
designed ta meet the objectives of the Project. Pursuant ta DPICs contracl with USAID and
reporting to the DPI Chief of Party and to the DPI Home Office; Employee will carry qut
duties in accordance with attachad job description.

L COMPENSATION

Employee will be paid at a base yearly rate of $45,500 in US Dollars, pzid at a monthly rate
of $3,791.67, in US Dollars. For months worked less than full time, Employee will be
cmmpcnsatcd at a pro-rated rate based on a 21.67-day work manth. Al the completion of cne
year of service, Employee will be eligible for consideration for a salary adjustment based on
p::rfurmancc. The rate and currency is subject to USAID approval. -

Thisisa pmfcssmnal position and therefore is classified as an exempt position under which
there is no overtime or compensatory time compensation. The standard worl weel is 40
hours over 5 days. The requirements of the position may raquire additional work outside of
these limits, without additional compensation, Weelend days are Friday and Saturday.

4. TAXES

DPK will withbold income tax from payments to Bmployee in accordance with all applicabie
local law requirements,

"5, FRINGE BENEIITS
Employee will be entitled to annual employee benefils as follows:

A, Workers

Compeasaticn

Insurance: Stnlf Wark Accident Insurance Coverage s required by local
iaw,

B. Medical Coverape: DPI shall pay Employee a maximum of US 52,000 per year

Far health insurance cosls and health care costs, Payment will
be made upon presenlation of appropriate receipts. This amount
i5 a ceiling, and does not carry over from year to year and is
only payable for qualifying health care expenses.




C. Severance Pay:

D. Semi-anaval Bonus:

E. Sicl/vacation leave:

F. Holidays:

1 manth's salary per year of waorl completed, Sgverance pay
shall accrue annually for the duration of the employment and
shall be paid to Employee in a single tunp sunt upon
lermination or expiration of this Agreement. The basis for the
salary will be the monthly selary of the month immediataly
praceding the separation. '

13" and 14" Month Annual Bonus, One month's salary will be
paid on each semi-annual anniversary of the start dale with the
project. Semi-annual bonuses will not be prorated, except
during project close-out. To qualify for the bonus, Empleyes
must have worked the entire previous 6-month period. The
basis for the bonus will be the monthly salary of the month
immediately preceding the semi-annual anniversary.

14 days of vacation leave and 14 days of sick leave in
accordance with applicable laws,

Holidays as Set by the Chizf of Party and DPK. in compliance
with applicable laws and USAID requirements, See aflached
holiday schedule,
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From: ameed anani [ameedanani@yahoo.com|
Sent; Wednesday, October 19, 2005 5:24 AM
To: nabil mustafa

Subject: Re: Fwd: Employee contract

Dear Vr. Nabil Isifan,

Subject: Employment Agreement / DPK

With reference to the above-mentioned subject and to your consultation, and by referring
to the Employment Agreement, we would like to state the following:-

1. That the Labor Law implemented in Palestine is the Labor Law No. (7), for the
year (2000).
2. As regards to article (1):

a.
b.

It is necessary to set up the commencement date of the Agreement validity.
Shall not correspond with the law, if parties herein shall have the right to
terminate the Agreement solely upon their discretion, but through its articles
or pursuant to the legal provisions (articles 40-43). Otherwise, the party
desirous to terminate the Agreement outside the law framework shall be
subject to legal obligations, out of which are the arbitrary layoff and
indemnity.

3. As regards to article No.(3):

a.

Shall not correspond with the law having the employee worked for more
than hours determined in the agreement or as per the labor law (45 hour
weekly), without being paid for overtime working hours for all those hours
that exceed the mentioned in the contract or as per the law. It is also
necessary to indicate to the personnel grading system, whereas the upper
grade personnel do not get overtime working hours because their work
nature requires keeping them selves in work more than the hours determined
in the contract or as per the law.

Shall not correspond with the law not granting the employee holydays in

exchange of those he worked, or not getting indemnity in cash equal to
(150%):

4, Regarding the article No.(4):

Income Tax calculation shall be made as per the segment to which the
employee is subject pursuant to his/her own income.

5. Regarding article No.(5):

a.

b.

C.

An employee may be granted the following benefits:

A one-month salary and up to three additional months for every year,
provided the one year shall be consisting of (13-15) months.

Transportation.
End of Service Remuneration.

file-//C\Dactments and Setinog\nahil isifan\l.oeal Setines\Temnaorary Tnternet Files\OT ..., 6/14/2007




d. Provident Fund
e. Health Insurance covering employee, his spouse and his dependant children.
f.  Staff Work Accident Insurance Coverage.
o. Personal use of employer’s cars beyond work schedule.
egarding the article (9) paragraph (5):
If an employee is granted rights not provided herein, then he shall not be
prevented from these he deserves and shall claims for.
7. Regarding the article (9), paragraph (8):
Resorting to arbitration clause may be possibly inserted, but, however, we
do not recommend since arbitration in Palestine is still merging and lacks
competent arbitrators with high level of expertise.
8. The Employment Agreement should include an article about LEAVES such as :

a- Annual Leaves, for 14 working days at least .Some NGOs gives one
plus day for each year of service accrued from the first day of service.

b- Sick Leave for, 14 working days at least,

c- Holiday Leave, as announced by the authorities.

d- Maternity Leave, for 70 working days

With utmost regards and respect,,,

Dated: 19/10/2005 House of Law & Advocacy
Advocate: Ameed Anant

nabil mustafu <isifan@yahoo.con> wrote:
Dear Anani,
I am resending this in the new e mails, please confirm.

Regards,
nabil

Nabil Isifan

Ramallah, P.O.Box (4161)
West Bank, Palestine

Tel: 00972 59 657 827

Yahoo! Music Unlimited - Access over | mitlion songs. Try it free.Date: Sun, 16 Oct 2005
09:11:35 -0700 (PDT)

From: nabil mustafa <isifan@yahoo.com>

Subject: Employee contract

file://C\Documents and Settings\nabil isifan\Local Settings\Temporary Internet Files\OL...  6/14/2007




To: amani@houseoflaw.net.ps, rkormos@dpkconsulting.com,
ppedersen@dpkconsulting.com, dpkrpage@aol.com

Daer Ameed,

1 am attaching a standard form employment agreement for Host Country Nationals on DPK Projects. As
local labor and law requirements vary, we often need you to review the form and make the necessary
edits to make sure the agreement camplies with applicable local law requirements.

I am copying Remy N. Kormos the General Counsel - DPK Censulting 50 you can finalize this issue with
him.

If you need help please contact me, we need this job ASAP.

Thanks,

Nabil isifan

Nubil Isifan

Ramallah, P.O.Box (4161)

West Bank, Palestine
Tel: 00972 56 657 827

Yahoo! Music Unlimited - Access over 1 million songs. Try it free.

Yahoo! Music Unlimited - Access over 1 million songs. Try it free.
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