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ARTICLE --

Passages

while Israes) remains responsible during
the interim perfod For external security,
including along the Egyptian border and
the Jordanian line, border crossing shall take
place according to the arrangements included
in this Article. These arrangements aim at
creating a mechanism that facilitates the
entry and exit of people and goods, reflecting
the new reality created by the Israeli-
Palestinian Declaration of Principles,

while providing full security for both sides.

The arrangements included in this Article
shall apply to the following border crassings:

{1) tha Allenby Bridge crossing; and
(2) the Rafah cressing.

The same arrangements will be applied by the
parties, with the necessary adjustmants, to
agreed seaports, airports or gther
international crossings, such as the Abdullah
and Damya bridges.

The two sides are delermined to do their
utmost to maintain the dignity of persons
passing through the border crossings. To this
end, the mechanism created will rely

heavily on brief and modern procedures.
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1 Roads within Jericho ¢ity will be under
Palestinian contrel. Joint patrols on the
main roads will be operated, led by the
Palestinian vehicle. The issue of Auja and
its roads will be negotiated in the immediate
future in Taba.

4. Religious affairs in the "Shalom A1 lsreel"
Synagogue in Jericho will be under the auspices of
the lsraeli authorities.

The Gaza Strip

Pl
M

In accordance with the D.0O.P., during the interim
period the Gush Xatif and Erez settlement areas, as
witll as the other settlements in the Gaza Strip,
and the Israeli military installation area along
the Eqyptian horde in the Gaza Strip, as indicated
an the attached map, will be under Israelf
authority. 1In the areas delineated in y2llow on
the attached map and without derogating from
Palestinian authority, respunsihi?}tr will be
shared as follows: the Israeli authorities will
have the averriding responsibility and powers for
securfity and the Palestinian Authority will have
the responsibility and powers for civil affairs,
subject to the Gaza-Jdericho Agreament. In addition,
with regard to those areas delineated in yellow,
cooperation and coordination in security matters,
including joint patrols, as agreed, will be
implemented. Possible changes in the area
designated vellow in the Southern Sacurity Zone
will be dealt with in Tabe.

Without derogating from Palestinian authority and
in accordance with the D.0.P.:

{a) On the three lateral roads connecling Lhe
Israeli sottlements in the Caza Strip to
Israel, namely: the Kissufim-8ush Katif road:
the Sufa-Gush Katif road: and the Nahal
Cz-Karni-Nezzarim road, including the adjacent
sides upon which the security of traffic along
these roads is dependent, the Israeli
authorities wi'l have all necessary
responsibilities and powers in order to
conduct independent security activity,
including Israeli patrols.

(b) Joint lsraeli-Palestinian patrols will operate
along these roads and the adjacent sides. Such

joint patrals will be lead by the lsraeld
vehicle

'l .
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{€) Where the Israell authorities carry out
engagement steps, they will do so with a viaw
to transferring, at the earliest opportunity
the continuad handling of the incidents
falling within Palestinfan responsibility to
the Fa?estinian Police.

(d} Overpasses will be constructed on
intersections batwean the lateral roads and
the main north-south road.

(#) [Ihese arrangements will be reviewad by the
JSCLC after one year from the date of
completion of the withdrawal of Israeli forces
from the Gaza Strip.

3. Zoning questions will be dealt with in Taba

ObbkE Sssime

ihe early empowarment agreement will be negotiated in
Taba, after the compietion of the Gazs-Jericho
Agreement. The Interim Agreement, including modalities
for elections and redeployment of forces in the West
Bank, will be negotiated in Washington, D.C.
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The Cairo Agrecmgnd

Tha twn sides agraed on the attached text to be included
in the Gaza-Jeritho Agresment.

The Jeriche Area

o

®

The size of the Jericho Areaz will be as
dapicted on the agreed map attached to this
Agreement

In addition, while not part of the Jericho Area:

d.

Pending the entry into force of the Interim
Agreement, the holy site of Nebi Mousa will be
under the auspices of the Palestinian
Authority for religious purposes.

During religious events that take place three
times a year and other special occasions that
Will be coordinated with the Israeli
authoritias, Palestinians will have the right
to religious pilgrimage to the al-Maghtas
under the Palestinian flag.

Palestinian private projects, as well as joint
ventures in accordance with the Oeclaration of
Principles, will be located as agreed on the
shore of the Dead Sea.

Safe passage will be provided from the Jericho
Area Lo Nebi Mousa, al-Maghtas and the
projects antd ventures as agreed in

paragraph ¢. above on the shore of the Dead
Sea for the above mentioned purposes. Details
regarding tha safe passage arrangements wil!
be included in the Gaza-Jericho Agreement.
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In each border crossing there will be ong
terminal, consisting of two wings. The first
wing will sarve Palestinian residents of the
Gaza Strip and West Bank and visitors to these
areas (hereinafter "the Palestinian Wing"),
The second wing will serve Israelis and others
{herainafter "the Israeli Wing"). There will
be a closed Israeli checking area and a closed
Palestinian checking area, as set out below.

Special arrangements will apply to V.1.P.s
crossing through the Palestinian Wing. The
liaison bureau to be established pursuant to
paragraph 5 below (hereinafter "the Liaison
Bureau”) will define the scope and the nature
of these special arrangements.

2. GControl and Manaoement of the Passages

For the purpose of this Article, "passage” 15
defined to mean the area from the crossing
barrier at the Egyptian border or the
Allenby Bridge, passing through and including
the téerminal and:

(1) with regard to the Allenby Bridge
crossing, from the terminal up to
the Jericho Area; and

{(2) with regard to the Rafah crassing, from
the terminal up to the outer limit of the
Israe) military location along the
kFayptian border,

(1) 1Israel wil) have the responsibility for
sgcurity throughout the passage,
including for the terminal.

(2) An Israeli director-general will have the
responsibility for the menagemant and
security of the terminal.

(3) The director-general wil) have two
deputies who will repart to him:

{a) an Israeli deputy who will be the
manager of the Israeli Wing. lsrael
will have exclusive responsibility
for the management of the Israeli
Wing: and
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(7)

(8}

(9)

(10)
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(6) a Palestinian deputy, appointed by
the Palestinian Autherity, who will
be the manager of the Palestinian
Hing

Each deputy will have an assistant for
security and an assistant for
administration. The assignments of the
Palestinian deputies for security and
administration will be agresd upon by Lhe
two sides in faba.

There will be maximum cocrdination
hetween the twn sides. Both sides will
mai{ntain cooperation and coordination on
matters of mutual concern.

The director-general will continue to uss
Palestinian contractors to provide bus
services and othar administrative and
logistical services.

Palestinian policemen present at the
terminal will be armed with handguns.
Their deployment will ba decided upon in
Taba. Other Palestinian officials
present at the terminal will be unarmed.

The details of management and security
and Liafson Bureau issues will be dealt
with in Taba.

The two sides will work together in Taba
in order to seek ways for additional
arrangeménts in the Rafah terminal.

Both Parties will raview these procedures
tn a year time.

Except for the arrangements included in this
Article, the current procedures and
arrangements applicable gutside the terpinal
shall continue to apply throughout the
passage

(1)

Once incoming passengers have crossed the
terminal, they will proceed to the
Jericho Area or the Gaza Strip, as
appropriate, without any interference
from Israeli authorities (sale passage).
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(7] Outgoing passengers may proceed to the
tarminal without any interference from
1sraeld authorities after joint
vorification that czuch passengers hold
the pecessary documentation for exiling
the area to Jordan or Egypt, as set out
in this Agreement.

¥ &nm%ummmm
Through ¢ estinlan Wing

a.

At the entrance to the Palestinfan Wing there
will be a Palestinian policeman and a raised
palestinian flag.

Refore entaering the Palestinian Wing,
passengers will identify their personal
luggage and it wil) be placed on 2 conveyor
belt. fach side will be able to inspect such
luggage inside its own checking area, using
{ts own personnel and, if necessary, may open
the luggage For inspection in tha presence of
the gwner and a Palestinian policeman.

Parsons antering the Palestinian Wing will
pass through a magnetic gate. An lsraeli
policeman and a Palestinian policeman wil) be
posted on each side of this gate. In the
event of suspicion, each side will be entitled
to require a physical inspection to be
conducted in inspection booths to be Tocated
adjacent to the gate, Passengers will be
inspected by a Palestinian policeman in the
presence of an Israali policeman. Accompanying

personal belongings may also be inspected at
this point,

Having completed the above phasa, persens
entering the Palestinian Wing will pass
through one of three lanas Enr the purpose of
{dentification and document control, as
follows:
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(1)} The first lane will be used by
Paiestinian residents of Lhe Gaza Strip
and Jer icho Area. These passengers will

pass via a Palestinian counter, where
their documents and identity will be
checked. Their documents will be checked
by an Israelt officer who will also check
their identity indirectly in an invisible
M ninier

(2) The second lane will serve other
Palestinian residents of the West Bank.
These passengers will first pass via a
Palestinian counter, where their
documents and identity will be checked. .
Then they will continue via an lsraeli
counter, where their documents and
ident ity will be checked., The two
counters will be separated by tinted
glass and a revolving door.

(3} The third Yane wil) serve visitors to the
Gaza Strip and West Bank. An identical
procedure as in paragraph 3.d(2)
above will agply to such visitors,
except that tﬁay will first pass via the
Israeli counlter, and then continue via
the Palestinian counter,

€. In the event of suspicion regarding a
passenger in any of the three lanes described
in paragragh d. above, each side may questien
such passenger in its closed checking area.
Suspicion justifying questioning in the closed
checking area may be one of the following: .

\1} the passenger was involved, directly or
indirectly, in criminal or planned
¢riminal activity, in terrorist or
planned terrorist activity and is not a
beneficiary of tha amnesty provisions of

this Agreement.

(2) the passenger conceals arms, explosives
or related equipment ;
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(3) the passenger holds farged or non-valid
ducumentation or the details incluged
in the documentation are inconsistent
with those included in the population
registry (in case of a resident) dr in
the data base (in case of a visitor),
except that questions relating to such
inconsistency will initially be raised
at the counter and the pagsenger will
he questioned in the closed checking area
only if the suspicion has not been
removed; or

{4) the passenger acts in an obvigus iy
suspicious behavior during the passage
via the terminal.

If, at the conclusion of this questioning, the
suspicion has not heen removed, such passenger
may be apprehended, after the other side has
been notified. In case of a Palestinian
suspect being apprehiended h{ the Israely side,
a Palestinian puliceman will be asked to meet
with the suspect. Following netification to
the Liaison Bureau, any further treatment of
the apprehended person will be in accordance
with Annex 111 (Protocel Concerning Legal
Arrangements in Criminal Matters).

In the Palastinian Wing, each side will have
tha authority to deny the entry of persons who
are not residents of the Gaza Strip and West
Bank.

For the purpose of this Agreement, "residents
of the Gaza Strip and West Bank” shall mean
persons who, on the date of eptry into force
of this Agreement, are registered as residents
of these areas in the population registry
maintained by the military government of the
Gaza Strip and West Bank, as well as persons
who have subsequently obtained parmanent
residency in these areas with the approval of
Israel, as set out in this Agreement.

Fallowing the above procedure, the passengers
will collect their luggage and proceed to the
customs area, (The procedures
will be agreed upon in Paris.)
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L. The Palestinian side will provide passéngers
whose entry is approved with an enlry permit
stamped by the Palestinian side apd attached
Lo \heir documents.

At the conclusion of the direct and indirect
check ing of the documents and ideptity of
passengers passing via the first lane and
stamping their entry permits, the Palestinian
officer will provide the passenger with a
white card issued by the Israeli officer. A
Palestinian official posted al the exit of the
Palestinian Wing will verify that the
passenger holds such a white card and will
collect the cards with indirect and invisible
israell checking.

Far passengers going through the second and
third lanes, the lsraeli officer will provide
the assangers with a blue card, after

check ing their documents and identity, and
verifying their entry permits. An israeli and
a Palestinian official pusted at the exil of
the Palestinian Wing will verify and collect
the cards. MWhite and blue cards collectad
will be checked by Israeli and Palestinian
offictals.

in casas where either side denfes the entry of
4 non-resident passenger, that passenger will
be wscorted out of the terminal and sent back
to Jordan or Egypt, as appropriate, after
notifying the other side.

Arrangements for Exit to Egypt and Jordao fhroush
The Palestinian Wiog

Passangers axiting to Egypt or Jordan through the
palestinian Wing will enter the termina) without
their Tuggage. Thereafter, the same procedures
describad in paragraph 3 above will apply to them,
except that the order of passing via the lsraeli
and Palestinian counters will be reversed.

- 1
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5. Liadson Bureay

a.

There will be a liaison buresy at sach
crossing pointl in order to deal with matters
arising regarding passengers passing through
the Palestinian Wing, issues requiring
coordination, and differences regarding the
implementation of these arrangements. Without
dercgating from Israel’s responsidbility for
security, the bureau will also deal with
incidents

This bureau will be comprised of an equal
number of representatives from each side and
will be lucated at a specified location inside
gach terminal.

This bureau will be subordinate %o the CAC
and to the relevant RCCO.

&, Miscellanepus

a,

Special arrangements will be agreed upon by
the two sfdes regarding the passage of goods,
buses, trucks and privately-owned vehicles.
Pending this agreement, the current
arrangements will continue to apply.

Israel will attempt to complete the structural
alterations on the Rafsh and Allenby Bridge
terminals nol laler than the date of the
completfon of the withdrawal of Israeli forces
from Lthe Gaza Strip and Jericho Area.

{f these structural alterations are not
completed by that time, the arrangsments
described in this Article shall apply, except
for those arrangements that cannot be

imp lemented without the structural
alterations.

In order to cross through the crossing points
in and out of the Gaza Strip and Jericho Area,
g5 ldents of these areas will use documents ax
detailed in (the Annex developed by the
civilian committee). Pending the entry into
force of the Intarim Agreement, other West
Sank residents will continue to use the
existing documents issued by the military
government and its Civil Administration.
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The Cement Market in Israel, the Autonomy Areas

and Neighbouring Countries in Light of the Latest

Political Agreements

The attached appendix shows a summary of the main activity
data in the cement industry in neighbouring Arab countries in
1992. According to several forecasts a considerable growth

is expected in the production capacity in Syria and Saudi- .
Arabia over the next few years, so that the neighbouring
countries' overall production capacity, currently estimated at
approximately 47 m tons, may total approximately 55 m tons

in 1995.

Local consumption in the neighbouring countries in 1992
totalled 39 m tons, and is expected to reach 46 m tons in
1995. This data indicates a total cumulative over-production

of 7-9 m tons a year for the next few years.

Nesher Israel's total production capacity will reach .
approximately 5 m tons a year at the beginning of 1995, and

its cement grinding capacity will reach about 6 m tons, while
the production capacity in Jordan is 4 m tons of cement per
year, and the grinding capacity reaches approximately 7 m

tons.



The expected demand for cement in 1993 in Israel, including
the Autonomy areas, is estimated at 4.3 m tons (of which

about 1 m tons is the demand in the Autonomy areas), and in
the next few years we expect approximately 4.5 - 5 m tons a

year.

The estimated cost of setting up a cement plant in the
Rutonomy areas - a clinker production line with a grinding
system, is approximately 200 million US Dollars. The set-up
period would last 3 years, and it would involve dealing with
complicated problems regarding environment, raw materials

etc.

Our position and proposal is to set up a joint trade company,

the ownership of which would be divided as follows:

50% to Palestinians
252 to Israelis ._

25% to the Jordanian cement industry




(E

This company will supply the Autonomy areas' needs in

‘ accordance with the production in Israel and Jordan. In case
of greater temporary demand than the joint production

i capacity, this would be supplied by importing from other

sources.

7. The next possible phase might be to consider setting up a
cement grinding system in the Autonomy areas, which shall
use clinker supplied from israel and jordan. The investment
shall be about 50 million US Dollars.

8. The conclusion from an economic point of view there is that
there is no need for another cement plant in the Autonomy

areas.

9. The people with whom we met are also involved in the
manufacture and marketing of cement. All of them were or are .-

residents of the teritories.
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APPENDIX

Update on Activity in the Cement Industry
Middle East Countries 1992

State Population | Production | Production | Import Export Consumption | Consumption
Capacity per person

(in (Thousands | (Thousands | (thousands | (thousands | (Thousands {in Kg)
aillions) | of tons) of tons) | of tons) of tons) of tons)

Egypt 58 20,000 16,500 00 - 16,600 200

Jordan 4 4,000 2,000 300 1,700 375

Syria 13 5,600 2,800 - * 2,800 215

Lebanon | 3 3,000 1,300 1,400 = 2,700 900

Saudi-

Brabia 15 15,000 14,200 1,300 - 15,500 1,033

Total 47,600 37,600 3,000 300 38,500
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MEMOQRANDUM OF UNDERSTANDING (

Between: The Central Bank of Jordan (hereinafter "CBJ"), represented by Dr.

Michel Marto, the Deputy Governor of the CBJ, and His Excellency,
Ambassador F. Tarawneh, the head of the Jordanian delegation to the
peace talks,

on the one hand,
and

The Supervisor of Banks (hercinafter "SBA") in the West Bank
{hereinafter the Area), Mr. Ze'ev Abeles, and His Excellency,
Ambassador E. Rubinstein, the head of the Israeli delegation to the
peace talks,

on the other hand.

Whereas, the Parties agree that an advanced banking system will contribute to the Economy, .
encourage development and enhance the general welfare of the population in the Area;

Whereas, for the purpose of attaining the above-mentioned goal, the Parties have agreed to
establish a framework for the opening and continued operation of Jordanian bank huncheg
(hereinafter "Branches”) in the Area; and

Whereas, the Parties have made prior arrangements in this matier, initinted with a
Memorandum of Agreement signed on August 20, 1986.

The following has been agreed:

L.

Opening of Branches

The CBJ declares that it is its policy to permit the opening of branches of Jordanian
banks in the Area. This will be implemented in two stages.

(a)  The reopening of branches of all Jordanian banks that were closed in June 1567,
(b)  The opening of branches of other Jordanian banks. .

SBA will consider the opening of branches according to SBA’s discretion and the
prevailing policy in order to achieve the goals set forth in the preamble of this MOU.

Licensing

{a) A Jordanian bank wishing to open a Branch should, before applying to SBA,
obtain the consent of CBJ. A copy of the consent will be submitted to SBA.

(Appendix A)
T A
(b)  Prior to the granting of a license to a Branch, SBA will notify the Bank and CBJ 1
about the stipulated terms of the license to be issued. e




=

(c) CBJ will issue to the Bank a Comfort Letter (Appendix B), a copy of which will
be submitted to the SBA. ¥

(d)  SBA will refrain from issuing a license for a Branch that CBJ has notified its
objection to, or that is not covered by a Comfort Letter, according to subsection
{c) above.

3. Concordat

The framework for the regulation and supervision of the Branches, and the relationship
between CBJ and SBA, will be according to the documnents of The Basle Committee on
Banking Supervision Practices ("The Basle Concordat™). For the purpose of this
Memorandum of Understanding, Jordan will constitute the Home country and the Area
will constitute the Host country.

4.  Responsibility

(a) CBJ undertakes the total responsibility for the solvency of the Branches and for
their liquidity in Jordanian Dinars (hereinafter - "JD"). SBA or any other Israeli
authority shall not bear any responsibility for these matters. .

{(b) A caveat informing the public that SBA and the Israeli authorities have no
respansibility toward depositors and other customers of the Branches will be
noticeably displayed in each Branch.

(c) CBJ will assure, directly and through the banks involved, that the Branches are in
possession, at all times, of sufficient funds in JD to meet all their obligations in
this currency.

5.  Examingation and Informatign

(a)  CBJ will routinely, and as warranted by the situation, examine all the Branches by
means of a specially appointed inspection tean.

(b) Upon due notification to the SBA, the necessary arrangements for the
smooth entry and passage of the examination teams through the Jordan Bridges
will be made,

{c)  The Jordanian inspection team, while cofiducting examinations of the Branches, .
will exchange any pertinent information with the SBA.

(d)  Copies of the reports, of all the inspections under Article 5(a), also will be
forwarded to the respective local Branch or the regional manager. A notification
that such a report was sent to the Branch will be forwarded to SBA.

(e) Any party (CBJ or SBA) that has reason to believe that a bank or one of the
Branches is facing material problems, or may have such, bearing on its solvency or
liquidity, shall, on its own initiative, immediately inform the other party
accordingly. ) . nL A

— e "7:?& | }




10.

Banking Directiv P ]

The SBA and the CBJ, respectively, may issue to the Branches guidelines and directives
pertaining to operations, management and conduct of business, Such directives will be
legally binding.

In cases where a matter is dealt with by both authorities, the stricter rules will apply.
Disruption

SBA reserves the right to take the necessary steps to deal with problems that may arise
from disruption of the control over a Branch, or over all the Branches, by means of their
respective head offices in Jordan, or in case of severance of contact with the Bank’s

head office, or in any other emergency situations affecting the Branches.

Cooperation

As long as this memorandum is in force, both Parties shall cooperate on future monetary
and banking arrangements in the Area.

MImEen

(a)  This Memorandum of Understanding will replace the Memorandum of Agreement
signed between the Parties on August 20, 1986,

(b)  The terms of this memorandum also will apply to Cairo-Amman Bank’s Branches,
The SBA and CBJ will accordingly revise the licenses of the aforementioned to
comply with the terms of this memorandum.

(¢)  This memorandum will be terminated by mutual agreement of both Parties on a
date not later than the termination of the interim period as defined in the
Declaration of Principles signed between the Goverrment of Israel and the PLO on
September 13, 1993, or whenever the banking and monetary responsibilities and
authority will be transferred to the Palestinians.

Appendices

(a)  The appendices to this memorandum iﬁud& samples of a Comfort Letter, licenses
and other documents that CBJ and SBA will issue for the opening of a Branch,

i g s
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(B)  The terms and conditions specilied in these documents

i ) ire agreed
Fartien, Geanting of lerases by SEA in.ihis form will not be mhjmuﬁ;!:ti;hm

further comment or approval hy CBJ,

()  The appendicss Lo this menorandum are an integral part thereof

for CBJ . s for  SEA
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General Manager
Bank
Amman

Dear

We refer to your letter ___ dated ___, and in line with Article 12, paragraph 1
of the Central Bank Of Jordan Law No. 23 of 1971 and its amendments, and to Article 10,
paragraph A of Banks Law No. 24 of 1971 and its amendments. [ am pleased to inform you
of the Board decision No. ___ dated ___, approving opening of a new Branch(es) in the
West Bank in/and according to the following:

L Operations to be in line with Banking Laws applicable in the Kingdom.

2. Suhject to the Central Bank Of Jordan supervision in line with Banking Laws
and Begulations.

Governor  CBJ

=

.\:;



[Central Bank Letterhead]

, 1993

[Name of officer] |
[Title] |
[Name of Bank]

[Address of Bank]

Re: Establishment gf Branch in

Dear i
By letter dated , you have requested our permission to estahlish a Branch of the bank
in . Based upon our review of your submission and the financial condition of the

Bank, we hereby approve your request subject to the following conditions. In addition to our .
regular examinations and audits of the Bank and its branches in Jordan, we will conduct

periodic examinations and audits of the Branch. You agree to file such reports regarding the

operations of the Branch as we may from time to time request and otherwise to cooperate

with our supervision of the Branch’s operations.

We authorize you to provide copies of this approval letter to such other regulatory authorities
as may have jurisdiction over the Branch’s operations as evidence of our consent to the Bank’s
establishment of the Branch, the good standing of the Bank in Jordan as well as our
undertaking to assure the solvency of the bank and to provide the necessary funds for the
Bank to meet the obligations of the Branch.

This letter applies only to the establishment of the Branch. You agree to submit such
additional materials as we may require before establishing any additional Branches in the
West Bank.

Sincerely yours,

£ Fy s e



License for the Opening of a Dranch
of Bank

Fursuant to my authority under Article 3(b) of the Banks Law (No. 94) of 1966 and Article 2
of the Order Pertaining to the Banks Law (No. 45), 5§727-1967, and under the Order
Pertaining to the Prohibition of Trade and Financial Transactions (Banks) (The Opening of
Closed Banks) 5746-1986, I hereby issue to:

Bank

a license to open a branch in
(hereinafter "Branch™).

This license shall be conditional upon the terms of the Appendix to this license, which
constitutes an integral part hereto.

The violation of any provision of this license will be sufTicient, at the absolute discretion of
the Supervisor of Banks (hereinafter "Supervisor"), to bring about its revoecation, without
prejudice to any other consequence of such a violation,

Supervisor of Banks

[place and date] __, 1993



Appendix C__
Appendix to the License
Issued for the Opening
of a Branch of Bank
Permitted Operations:
1. The Branch is entitled to perform only the following operations, transactions and
services:

(a)  Current accounts and checking accounts and depesits in New Israeli Shekels
(hereinafter - NIS) and Jordanian Dinars (hereinafter - JD).

(b)  Time deposits in NIS and JD.
{¢)  Savings accounts in JD.

(d) Loans, advances and bills discounted (hereinafter "eredit™) in NIS or JD. Credit .
in NIS shall not be linked to JD, to any other currency, or to any price or index,

(e) Guarantees in NIS or JD, including liabilities of any kind on account of
customers, within the restrictions and up to the sum to be determined by the
Supervisor.

] Sale or purchase of NIS against JD and JD against NIS,

(g} Transfer of JD from the Branch to the Bank’s head office in Amman, and from
the head office in Amman to the Branch.

(h)  Foreign exchange transactions and accounts and other transactions, as specified
in the Limited License for an Autherized Dealer in Foreign Exchange, which will
be issued.

| (i) Any other operation, transaction or service specifically permitted under this
| license, or any other banking operation, which the Supervisor has permitted the
Branch to perform at the Bank’s request.

Conditions: ¢
2. ThemtmnfuchangeufmmNISandNISmJD,whichniHbedetu-minedhjrthe

Branch, will at all times be advertised in the Branch to its customers and reported in an

‘orderly manner to the Supervisor.
3. It will be at the Branch’s option to agree with its customers to repay deposits in NIS or

in JD or, respectively, to collect credit issued in these currencies, not in the same

currency in which the deposit or the loan was made.

4. The Branch shall not conduct any transaction with a customer, except with a person or

a corporate entity whom the Branch has identified and for whom full details of his no=
identity or, respectively, its registration, as determined by the Supervisor, are recorded L {1
by the Branch. :




Any deposit, loan or other transaction in JD shall be made only with local residents or
with other customers approved by the Supervisor. However, the Branch is permitted to
make a transaction in JD that is a transfer of funds (without the opening of an

account) from the Bank's head office to the Branch or from the Branch to the Bank’s
head office.

ntitative Limits:

At all times, the Branch shall maintain a surplus of recognized assels over liabilities
equivalent to $1.0 million (U.5.), or to eight percent of the total assets of the Branch
including guarantees and contingent obligations, weighted according to the international
capital adequacy ratios, whichever is greater,

For this purpose, "recognized assets" means:

(a) Cash;
ih) Deposits with banks;

{c) Deposits with the Central Bank of Jordan or negotiable certificates of deposit of
the Central Bank of Jordan;

(d)  Credit to local residents (including promissory notes and bills of exchange made
by such) less the necessary provision for doubtful debts;

{e) Credit to other persons not included in (d) above;
(f Government securities;

(g) A direct deposit in JD at the head ofTice of the Bank in Amman not exceeding
15% of the branch’s deposits in JD.

For this purpose, "liabilities” means: any liability of the Branch, excluding any such liability
toward other Branches of the Bank abroad and toward the head ofTice,

The Supervisor of Banks retains the right to establish appropriate terms, types and
proportions of each and any item under subsections b,e and [,

7.

(a)  The total assets of the Branch shall not be more than 35 percent of the bank's
total assets, except with the approval of the Supervisor.

{(b) (1)  The sum total of the net positions (long and short) in all foreign currencies
(as defined in the limited licence for an authorized dealer in foreign
exchange) will not exceed the equivalent of USS 100,000.

(Z)  The net position of the Branch in NIS or JD (either short or long) shall
not exceed the greater of NIS 3,000,000 or 5 percent of the Branch’s local
assets.

{e)  The total deposits in JD will not exceed the equivalent value of USS ___ .




s

(d) The total risk assets in all currencies, shall not exceed the value of US$ A

In this article, "risk assefs” means: recognized assets enumerated in Articles 6.d and 6.e and
guarantees, contingent liabilities and liabilities on account of customers.

Liquidity:
8. (a)
(b)

The Branch shall hold ample amounts of JD in cash to facilitate regular conduct
of business and unexpected demand for such currency.

Depasits in NIS will be subject to liquidity requirements. However, the
Supervisor hereby exempts the Branch from these requiraments as long as the
total NIS deposits will be less than NIS 10,000,000 or if the deposits of the
Branch with Israeli banks will be greater than 80 percent of its NIS depuosits.

Management and Accounting:

9,

10.

11,

12.

Any procedure that the Supervisor has informed the Branch that he views as a proper
hanking procedure shall be desmed to constitute banking directives binding upon the
Branch, and the Branch shall act in accordance therewith subject to any changes that
the Supervisor has approved in writing.

In any matter concerning proper management of the Branch’s business and its stability
in which the Jordanian legal provisions pertaining to the bank as a whole differ from
those pertaining to the Branch in the Area, including the Supervisor’s directives, the
Branch shall act in accordance with the stricter provisions.

The Branch shall, prior to the commencement of banking activities, enter into an
arrangement with an Israeli bank, or banks, for the provision of assistance and

consulting services, regarding the implementation of the prevailing banking regulations,

procedures and practices. Such an arrangement also will provide the Branch and its

customers with services required locally that the Branch will be unable or not permitted

to carry out.

(a)

(b)

(a)

(b)

Notwithstanding the arrangement under Article 11, the Bank shall ensure that
the employees of the Branch will be properly trained in banking practices and
procedures in effect in the Area and in Israel, and will take all appropriate
measures to that end. r—

The Branch shall aperate with competent and suitably empowered management,
well qualified to perform their duties.

The Bank shall appoint a senior ofTicer residing in the Area as a manager who
will manage all the activities of the Bank and the Branch as a regional manager.
This manager will be empowered to represent the bank in any contacts with all
the authorities in the Area.

The regional manager and the senior staff of the Branch shall all be Area
residents.




14.

15.

16.

1%

18.

19.

(c)  The appointment and continued service of the regional manager is subject to
written approval by the Supervisor of Banks,

(d)  Other senior-level appointments (and changes thereof) should be done only after
prior notification (14 days in advance) to the Supervisor, who reserves the right
to ohject.

The Bank shall appoint a Certified Public Accountant as the Branch’s independent
external auditor. An audit of the Branch’s accounts shall be performed by the Branch’s
independent external auditor in addition to the bank’s internal audit.

(a)  The Branch shall operate as an autonomous economic entity and keep its accounts
accordingly,

(b All transactions with other Jordanian banks should be made either with their
main Branches in the Area or through the bank’s head office.

(c) The accounts of the Branch shall be kept updated on a daily basis. Separale
accounts shall be kept for each currency.

{d) Quarterly and annual financial reports of the Branch will be submitted to the
Supervisor. Half-yearly and annual reports will be audited by the External
Auditor. Such reports should be based upon General Accounting Principles and
on the directives of the Supervisor of Banks (see Article 10).

(e)  All accounts and other records shall be fully computerized and shall include
appropriate back-up facilities and procedures,

(7] The Branch shall submit periodic and special reports on its affairs to the
Supervisor as he may from time to time instruct.

A caveat informing the public that the Supervisor and the Israeli authorities in the
Area and in Israel have no responsibility toward depositors and other customers of the
Branch will be prominently displayed in the Branch,

The Branch and the bank shall forthwith submit to the Supervisor copies of all the
reports, of any kind, which they shall submit to the Jordanian authorities concerning
the Branch's affairs.

Without prejudice to the powers of the Supervisor, any figure, sum, percentage or
ceiling in this license are contingent upon prevailing circumstances and may be
increased or decreased, and any provision regarding permitted operation may be
modified at the sole discretion of the Supervisor in the event of a change in
circumstances,

The Branch shall act in such & manner that will not be adverse to the security of the
Area or (o the security and economic interests of Israel. The Branch shall not
knowingly serve as a channel for the provision of funds to elements hostile to [srael,
and the Branch shall have no connections with any such elements,




20.  In the case of a change in the control of the bank, or the acquisition of 25 percent or
more of its shares by one party or group, this license shall be void, unless the
Supervisor’'s approval is obtained in advance.

For the purpose of this article, the term "control" shall be interpreted as the ability to
direct the bank’s activities.

21.  Should the terms of this license be applied to additional Branches of the Bank, then
every mention of "Branch" in this license should mean, where applicable, "All the
Branches of the Bank in the Area,"

T AR P,
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Appendix D

Limited License for an Authorized Dealer in Foreign Exchange

Pursuant to my authority under Article § of the Order Pertaining to Exchange Control
(No. 952), 5742-1981, I hereby grant

the (fill in name of Branch)
of Bank (fill in name) Ltd.

(hereinafter "Branch") a limited license to deal in foreign exchange.

1.  The Branch may conduct only those foreign currency transactions expressly permitted
under the terms of this license pursuant to the prevailing foreign exchange regulations in
the "Area",

2. In this license, "Foreign Currency” - U.5. Dollars, U.K. Pound Sterling, Swiss Francs,
Canadian Dollars, Deutsch marks, Dutch Florins, French Francs and Japanese Yen.

3. The Branch is permitted to:
(a) accept resident deposits in foreign currency under the following conditions:

(1)  The deposits shall only be accepted in cash, in cheques, by transfer from
banks outside the Area and Israel, or from nonresident foreign currency
accounts in other banks in the Area, Gaza Strip or Israel (hereinafler "local
banks").

(2)  The deposits may be drawn only by sale of the foreign currency for NIS or
for JD to a local bank that is an authorized dealer in foreign currency, or to
the Bank of Israel or to the Central Bank of Jordan, or by transfer to a
resident-foreign-exchange account of the same customer at any other local
hank.

No other use may be made of the deposits.

(b)  Accept non-resident deposits in foreign currency from non-resident persons,
companies and organizations, including governments, international organizations,
banks and the like.

(c) Purchase from resident and non-resident customers or from other authorized
dealers in the "Area" of foreign currency provided that the Branch sells the
amount to another local bank (authorized dealer) or to the Bank of Israed or to
the Central Bank of Jordan.

(d)  Open letters of credit for imports for its customers in the "Area" through the head

ofTice provided that they are covered by the customers in Jordanian Dinars or in
foreign currency only. |

f’?&%
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(e)  Hold foreign currency assets against its liabilities in foreign currency and as
required by the liquidity regulations, in the following forms:

(1)  Cash;

(2)  Deposits with the Bank of Isael;

(3)  Deposits with other local banks;

(49 Deposits with the Central Bank of Jordan.

(5)  Deposits with, SBA-approved international banks. Such deposits may be

deposited by the head office in the name of the bank’s main Branch in the
Area,

4. Should the terms of this license be applied to additional Branches of the bank, then
every mention of "Branch” in this license should mean, where applicable, "All the
Branches of the bank in the Area."

Controller of Foreign Exchange

[Place and date] , 1993

N
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Appendix E

RE: Memorandum of Understanding on the Opening
f ian Bank Branches in the W

Recognizing that the Central Bank of Jordan may be receiving foreign exchange as a result of
operations by bank branches authorized under the MOU, the Central Bank of Jordan will
make available foreign exchange to branches of Jordanian banks to finance imports of goods
and services into the West Bank.

Central Bank of Jordan
gl e
2
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APPENDIX G

The authorities in the West Bank agree to consult with the Central
Bank of Jordan prior to setting any liquidity requlations

(including liquidity requirements) for resident and non-resident

deposits in foreign currencies in brafjches in the West Bank.




g =Sy
1 e \“-"& P 3{},:\ = 'l"L

T VRS

wt
£ sy ad) ki Tog— ""‘"‘{,LS

S e [ ¢ ""Cl{\_-{'\'l
""’f'"'f SB:" JA,F'::._:"- e

»Q _-:- '3_5;.14
5":17‘:‘ir4"1"i‘“|r*~ (A N rSf.?\I’ {_-."'j,,_,; 3" 4 2
Alen ,r‘\"u" IZ‘*'!'\_A 5" 3 e 4l 'S:\\ . G 4
'rrﬁj’t.h 7 g\ IS, Npad  sa¥aay LAY sy NVeply TR
\."'{\1{_, Al A=V 3y el
>l J“‘"l"-tli’: 1S e Tt
RS\ R T T G e ()
J_'“'_H.\..\"_‘_"“:,yx Q)
D Do oA NI L'x:a.g L\‘ T T W R T
. e R Sy f"-"{"ﬁ-'f'-”'.'\' D Yl N7 yn e~

B N 7 T I S S v /,..m'\ YO 2 ) Y

r\_:ﬁ-‘-r - d_-\fo\hS L"!II" o ('I,;,"‘t oo ﬁ\ﬁﬁ—@
£y B;:_ o L o L e e N e |

Xy T Ay

!

= St P U, 8 a4 i”r\' --""Bi".hr\'\\ 2D
ﬂ“l 2 S N S, I T &Dm ‘S::':—"\ =N
"IV ?-_-’\"i\¢’:\ Qi 'g_g‘.' 2953~ 53 J\x‘u.\

’,_.-d-;_ \-“ah VS W A 2 {_a_-\-:\\ Ao O

\ o n—=
: Sl P P VR C T e
i 7 IR S L_":‘\S i_ﬁk ;-'\M gl,»\ o1 = 2 2 T
\h};\{,g’}?‘ WY asnayd 7 r_jk‘ ggtg RS o &\ TR
S , O Yoy T f‘\.fa[i ~y Bl A i N W U
Pl IEEN

e NNl ey AR Mo ) 8 NN
A4 22 ki 'g‘;ﬂ AN NG 5 1h %,n’:; i . Ql)
& . S PR e T
el AN D Y t =T I s R S K @

ARael g ey a8 it G s




PO o A e VR J ‘J'“::l-ﬁ";\ N £y . 7 TR }L{;}ghﬁﬂﬂu‘p T A
1

! ’
-, _ML)
B JJ‘“—S 3) 159 LL R Ay b

: 1-'“1\1\:}?"\ 4l W, ?"\ e HR_ AN 5 et
Wt 236 B ey = sy A
ey ) = AP

o jig SV S.;‘*JM S SN gr.mf-’ R 4 W i@
“Ne ANOD le t AT e -H\_—fxx OB S G
‘ _{Izﬂ L.\ oA AR BV *ws B ey
| )_)—J—& = SIA N &:a.k‘ e ﬁ%{—“-ﬁ o) @
Lo \M ' ' - ;
SRRSO D

Hw RJYS B N (R R Y = 3y

(o3 N 23—
EIL' Y ‘-J':.__.J o 'rt‘-::l f.‘i\r" _1"415 P R |

jin=
3 'Im‘”i*ul.cj.mh ; ‘flnLL:\ == g&“:—\ e
R r
DS ﬂi*/'ﬂmﬁ' wed w392 AN O
et \
 fiaac® & TN - ":,":\6 £y AL % \_IPH s

[ g o~ .
RS - VI i iy A1~y Nd er A NE Q‘D -
N Doy bt
\ - R f~"‘:~i;§r_ T = B N \\D Q,)
(p" WSS wenle iy T U < G0 AT A An ) &
r—=AARNTDY _—ASS \,ﬁ"g\ﬁ\ BT ' B e 2N %"—-"‘LHB
by ye™ ﬁgb e o e Jolas rak ey N 3"} 5~ Q—O
et === N N o "h‘\‘?{\.& m&. O\ A :f\“:-"\———‘»\
K 'S s —§¥~ kLL Saab SS-L‘:}_\I\ ATy piVE (g)
. . "(\L(:_a}_\ 'S-“ﬁr:_,a.—,_.; AV, D, — D «-5
AN B LR U Y _f,ﬁkk ‘x% (Q Sy N & ‘*S'\‘." ~Nee o Q‘D

\ \
‘\, }"1‘1} ot T




ARTICLE ------e-

ECONOMIC RELATIONS

I Both parties to this agreement will maintain an open trade regime between them, allowing
the free movement of goods, services and labour, subject to the provisions stipulated in other

parts of this agreement and its annexes —--------- -=--= =cemmmmmns.

Both parties agree to employ one custom and import policy, with the necessary

adjustments, as stipulated in those annexes.

2. Banking and financial activities in the Gaza Strip and Jericho Area will be in accordance

with the provision of Annex ------,

3. A Joint Economic Committee will be established to coordinate and monitor the
implementation of the above-mentioned Annexes. The Joint Economic Committee will

determine by agreement its mode of procedure and operations.

4. Each side will refrain from any economic discrimination against individuals, corporations,

private and public sectors' institutions and departments of the other side.
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The Agricultural sector is an integral part of the free trade relations without customs
and purchase tax between the Gaza and the West Bank and Israel. Wherever a transfer of

authority is involved, the DOP will apply.




BASIC PRINCIPLES GUIDING THE AGREEMENT

1. Free movement of goods, labor and services.
2.. One custom and importation policy for both sides.
3. A new custom book which will address special needs of the Palestinian economy
4. Special arrangements to meet Palestinian needs in :
1. Importation form Arab States
2. Movement of agricultural production to Israel
3. Import taxes on cars imported for Palestinians will be decided by the Palestinian
Authority

4. Special requests in an agreed list of imports which will meet the Palestinian economic
needs.

5. A joint Committee with agreed procedures to discuss and consult on requests and changes
in import taxes in a defined list of items agreed in advance.

6. Israeli Finance Minister will approve and sign changes in import taxes.
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ANNEX - TRADE RELATIONS

ARTICLE 1- GENERAL

Pursuant to and in implementation of the principle in article (-) both Parties agree upon
the following arrangements :

ARTICLE II- AGRICULTURE

I. The agricultural sector is an integral part of the free trade relations without customs and

purchase-tax between the Gaza Strip and Jericho Area and Israel.

2. The reciprocal movement of agricultural products will be subject to the following criteria

(a) Movement of livestock and poultry production between and through the Gaza
Strip, the Jericho Area and Israel require the stamp of approval 6f the
veterinary authorities of both sides meeting the international standards
mutually accepted.

(b) Movement of fruits and vegetables between Israel, the Gaza Strip and
Jericho area will be subject to mutually accepted international phito-sanitary

standards.

(c) Each side will have free and unrestricted access for its agricultural production to

the markets of the other side with the exception of the items listed in the following
table referring to their movement to Israel :

POULTRY
{In tonnes)

5.000

6.000

7000

5.000

unlimited

EGGS

30 Million

40 "

50 "

G'] Ll

unlimited

POTATOES

{{In tonnes)

L0004

13.000

15.000

17,000

unlimited

CUCUMBERS TOMATOES YEAR

(In tonnes)

3.500

4.700

3.500

7.000

unlimited

{In tonnes)

9.000 1994
11.000 1995
14.000 1996
16.000 1997
unlimited 1998

Note : The above quantities refer to the combined quantities from the West Bank and the Gaza Strip.
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(d) The Gaza Strip and Jericho Area residents are free to export their agricultural
P p
products to third parties' markets without restriction with their own certificate
of origin,

(e) The two parties will refrain from importing agricultural products from third
parties which may adversely affect the interests of each other's farmers. The
implementation of this provision is subject to Israel's international economic
agreements and obligations.

3. The two sides will establish a joint permanent committee which will review and update the
trade in agricultural production between them and the implementation of the above-mentioned
criteria,
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ANNEX - FISCAL ISSUES

ARTICLE 1- GENERAL

The Palestinian Authority will establish a Tax Administration for the Gaza Strip and
Jericho Area.

ARTICLE I1- DIRECT TAXES

1. The Palestinian Tax Administration will have the power to determine its own policy as to

direct taxation, inter alia income tax of individuals and corporations, property taxes, municipal
taxes and fees.

2. The Palestinian Tax Administration and the Israeli tax authorities will each collect those
taxes resulting from economic activities conducted in each party's area.

3. Each Tax Authority may impose additional taxes on its residents (individuals and
corporations) who conduct economic activities in the other party's area.

4. A joint technical sub-committee of the Joint Economic Committee will be established to
discuss all issues concerning double taxation.

ARTICLE III- IMPORT TAXES

|. Both sides will employ the same rates of import taxation and the same policy of

importation, including licensing, standardization, evaluation of prices of imports for the
purposes of customs, etc.

2. Final determination in matters listed in para. 1 rests with Israel.

3. In consideration of Palestinian economic needs and within the power of final determination,
Israel will decide on changes in the following areas :

a. A list of Arab states from which importation to the Gaza Strip and Jericho Area,
will be allowed, according to Article ITI in the Annex concerning importation
from Arab states.

b. Import taxes on private cars imported for the use of residents of the Gaza Strip
and Jericho Area will be determined by the Palestinian Tax Administration.

4. When determining its import policies, Israel will also consider the Palestinian needs,

5. The sharing of revenues accrued from importation to Israel and to the Gaza Strip and
Jericho Area will be on the basis of the identity of the importers (individuals and corporations).
During a transitional period of 6 months, revenues from importation will be appropriated to the
Palestinian Authority even if the importation was conducted by Israeli importers but was
clearly destined to individuals or corporations in the Gaza Strip and Jericho Area.



ARTICLE IV - INDIRECT TAXES

|. The Palestinian Authority will adopt a local Value Added Tax the rates of which will be
similar to those in Israel.

2. The purchase tax and TAMA on imports and on local production will be identical in Israel
and the Gaza Strip and Jericho Area .

3. The final price of petrol to the consumer in Israel and the Gaza Strip and Jericho Area will
be identical.

ARTICLE V - JOINT COMMITTEE

A joint sub-committee of the Joint Economic Committee will be established for the purpose of
implementation of the provisions of this Annex and coordination in matters relating to the
following

a. Import policy
b. Value Added Tax
c. Taxes on locally manufactured cigarettes,
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ANNEX - FINANCIAL AND FOREIGN EXCHANGE MARKETS

ARTICLE 1: LEGAL TENDER

Both the Shekel (NIS) and the Jordanian Dinar (JD) will be legal tender in the
Gaza Strip and Jericho Area.
ARTICLE II- BANKING

1. BANKING AUTHORITY

The Palestinian Authority will establish a Banking Authority (PBA). The functions of
the PBA will be as described in the article. .

2. BANKING SUPERVISION

a. The PBA will be responsible for the proper functioning , stability and liquidity of the banks
operating in the Gaza Strip and Jericho Area. The PBA will be charged with the general
supervision of every such bank, including :

The granting of licenses of banks and the approval of controlling shareholders ;
The regulation of the banking activities |

The inspection of banks ;

The role of lender of last resort.

b. Both sides will allow the opening of branches , subsidiaries and regional offices of each
others' banks. The Bank of Israel (BOI) and the PBA will reach an agreement, based on
the Concordant of Basel, concerning the licensing and supervision of such entities.

¢. Both sides will allow correspondencial relations between each others' banks.

3. LIQUIDITY REQUIREMENTS

a. The liquidity requirements on Shekel deposits (or deposits linked to the NIS) in
banks operating in the Gaza Strip and Jericho Area will be determined by the
BOI and notified to the said banks through the PBA.

b. The liquidity requirements on other deposits (non Shekel and non Shekel linked) will be
determined by the PBA.

¢. The PBA will be responsible for the inspection and supervision of the liquidity
requirements.




4. DISCOUNT WINDOW

The PBA will administer a discount window system for banks operating in the Gaza
Strip and Jericho Area.

5. CLEARING HOUSE

a. The Palestinian Authority will establish a clearing house in order to clear money orders
between the banks operating in the Gaza Strip and Jericho Area,

b. The clearance of money orders and transactions between banks operating in the
Gaza Strip and Jericho Area and banks operating in Israel will be done between the Israeli
and the Palestinian clearing houses on the same day basis, according to agreed
arrangements.

ARTICLE 111 - FOREIGN-EXCHANGE CONTROL

1. Control over foreign exchange transactions of residents of the Gaza Strip and Jericho Area
within these areas will be exercised by the Palestinian Banking Authority (PBA).

2. Residents of the Gaza Strip and Jericho Area will be permitted to purchase from authorized
Israeli dealers foreign currency using Israeli Shekels for purposes and transactions permitted
under Israeli law to residents of Israel.

3. The PBA may convert at the BOI excess Shekels received from banks operating in the
Gaza Strip and the Jericho Area into foreign currency in limited amounts per period, according
to the arrangements detailed in paragraph 4.

4 a. The total amounts of excess Shekels for the purposes of paragraph 3 will be based on the
following :
- Estimates of the accumulated value of the flows of goods and services
between Israel and the Gaza Strip and Jericho area, and

- The accumulated net amounts of foreign currency converted previously
into Shekels by the PBA, less

- The accumulated amounts of purchases of foreign currency by residents of the Gaza
Strip and Jericho Area from Israeli authorized dealers,

b. The said flows and amounts will be calculated as of the beginning of operations of the
PBA, and will be made as follows

- The estimates of the value of the flows of goods and services will be made
by the Israeli Central Bureau of Statistics (CBS).
- The PBA will have an opportunity to submit their comments on the CBS estimates.
- The amounts of foreign currency conversions by the PBA will be as recorded
by the BOI.
- The net purchases of residents of the Gaza Strip and Jericho Area will be based on
the record of the Israeli authorized dealers.




¢. The PBA and the BOI will meet semi-annually to discuss and determine the amount of
convertible Shekels during the next six months. Such determination will be based on data
and estimates mentioned in Para 4a and forecasts for the next six months.

d.  Substantial excess net purchasing of foreign currency by residents of the Gaza Strip and
Jericho Area at any given period of 6 months, above estimates for that period, may
lead to the suspension of these purchases, pending the necessary adjustment by the BOI
of the amount of convertible Shekels.

e. Sales and purchases of foreign currency by the PBA will be carried out through the BOI
Dealing Room, at the market exchange rates.

f. The monthly amount that may be converted will be determined in the semi-annual

meetings.
The BOT will not be obliged to convert in any single month more than 1/5 of the semi-

annual amount,

ARTICLE IV - CAPITAL MARKET

The authorities, powers and responsibilities regarding the regulation and supervision of
capital market activities in the Gaza Strip and Jericho Area will be untested with the Palestinian
Authority.




December 5th. 1993

DRAFT

AGRICULTURE :

1. - The two sides agree to the inclusion of the agricultural sector as an integral part of the

(L. free) trade, free of customs and ( L. import) taxes between the West Bank and Gaza Strip
on the one hand, and Israel on the other hand, within the framework of the overall trade
relations between the two sides and (P, their respective customs policies).(I. the agreed
custom policy. Wherever a transfer of authority is involved, the time-table specified in the DOP

will apply).

2. - Movement of livestock and poultry production between the two sides {}. and through their
areas) requires the veterinary authorities stamp of approval by the two sides, in accordance

with the international standards accepted by the two parties,

3. - Movement of fruits and vegetables between the two sides (I. and through their territories)

will be subject to the international phito-sanitary standards accepted by the two sides.

4. - (The agricultural product of the two sides will have free and unrestricted access to each
others' market, with the exception of the items listed below. The temporary restrictions on
these exceptional items will be gradually removed on an increasing scale until they are finally
eliminated by 1998 . The exceptional items are poultry, eggs, potatoes, cucumbers and
tomatoes, only). (1. This provision is applicable only with a list of quantities and a time-table

for the above items).

5. - The Palestinian people of the West Bank and Gaza Strip will have the right to export their

agricultural product to external markets without restrictions on the basis of their own

certificate of origin.




December 5th, 1993
DRAFT

AGRICULTURE :

1. - The two sides agree to the inclusion of the agricultural sector as an integral part of the

(I free) trade, free of customs and ( I. import) taxes between the West Bank and Gaza Strip
on the one hand, and Israel on the other hand, within the framework of the overall trade
relations between the two sides and (P. their respective customs policies).(I. the agreed
custom policy. Wherever a transfer of authority is involved, the time-table specified in the DOP

will apply).

2. - Movement of livestock and poultry production between the two sides (I. and through their
areas) requires the veterinary authorities stamp of approval by the two sides, in accordance

with the international standards accepted by the two parties,

3. - Movement of fruits and vegetables between the two sides (1. and through their territories)

will be subject to the international phito-sanitary standards accepted by the two sides.

4. - (The agricultural product of the two sides will have free and unrestricted access to each
others' market, with the exception of the items listed below. The temporary restrictions on
these exceptional items will be gradually removed on an increasing scale until they are finally
eliminated by 1998 . The exceptional items are poultry, eggs, potatoes, cucumbers and
tomatoes, only). (I. This provision is applicable only with a list of quantities and a time-table

for the above items).

5. - The Palestinian people of the West Bank and Gaza Strip will have the right to export their

agricultural product to external markets without restrictions on the basis of their own

certificate of origin




6.12.1993 (2)

ARTICLE III - IMPORTATION FROM ARAB STATES

1. The Palestinian people of the Gaza Strip and the West Bank Area will be able to import
goods from the Arab states as an exception to the principle set up in Article....... of the
Agreement concerning the custom and import policy.

2. Goods imported within this arrangement will not be sold to Israeli wholesalers and retailers.




IMPORTATION FROM ARAB STATES - TECHNICAL PROTOCOL

1. In order to avoid damages to the Israelis economy and passage of goods imported under
this category to the Israeli market (since there is no reciprocity with the movement of Israeli
goods to the Arab states) the Palestinian Authority will limit the said imports according to the
following criteria :

a. The Palestinian Authority will notify Israel periodically through a Sub-Committe of
the Joint Economic Committee established in Article ..... of the Agreement of the
goods and quantities to be imported under this arrangement. The quantities
will be compatible with the pattern of consumption in the Gaza Strip and
the West Bank.

b. Israel may express its objection to certain goods or quantities that may
damage the Israeli economy , or if such quantities imported clearly
exceed the pattern of consumption. In such cases, imports of the said goods
or quantities will resume only upon agreement reached in the above mentioned
Sub-Committee.

2. The importation of goods from Arab states will be regulated by the same regime, rules and
taxes applying to any importation from other states.

3. In order to prevent trade distortions, rates of customs applying to this category of
importation will be identical to those imposed on such goods originating in states with which
Israel does not have free trade agreements.

4. This arrangement applies to goods manufactured in the Arab states.

5. a. Israel may remove an Arab state from this arrangement if that state is engaged
in hostile, terror or subversive activities against Israel.

b. Any Arab state which will not boycott Israel will be treated as any state with which
Israel has trade relations (but not having free trade agreements).

6. Importation from Arab states will be subject to international organizations' resolutions.




ANNEX .o

PROTOCOL CONCERNING THE MOVEMENT OF LABOR

ARTICLE 1- GENERAL

There will be movement of labor between the two sides. [srael will determine
periodically the volume of movement of labor.

The implementation of this principle and the placement of Palestinian workers
employed in Israel will be done through an efficient process preserving their rights and dignity.

ARTICLE II - SOCIAL RIGHTS

1. Palestinians who are employed in Israel will be insured according to the Israeli Social
Security Law in the following branches : work injuries, bankruptcy of employers, and
maternity. The Israeli National Insurance Institute and the Palestinian Authority or the
appropriate Palestinian institute will agree upon the ways of realization of the rights derived
from this insurance.

2. Pension insurance contributions and equalization contributions, if levied by Israel,
regarding Palestinians who are employed in Israel will be according to the rates and conditions
prevailing from time to time in Israel.

3. Israel will transfer these contributions, according to the following principles and subject
to the terms and arrangements to be agreed upon by the parties :

a) Pension insurance contributions will be transferred to an appropriate social
institution to be established by the Palestinian Authority.

b) Equalization contributions, if levied by Israel, will be transferred to the
Palestinian Authority, to be used for social, health and welfare services and benefits.

4. The Palestinian Authority and institutions will assume responsibility for pension rights
and other social benefits of these workers deriving from their employment in Israel and these
contributions. The Palestinian Authority and institutions will fully reimburse Israel or any
Israeli employer or organization for any sum awarded to any such worker or his/her heirs by
any court or tribunal concerning these rights or benefits.

Note : This Article will apply first to Palestinian workers from the Gaza Strip and Jericho Area
and later on also to Palestinians from the West Bank, according to the time-table set in the
DOP. As suggested previously, this should be covered by an Agreed Minutes.




INDUSTRY

1. There will be free movement of industrial goods between the two sides.

2 Both sides will maintain the required standards in the areas of health safety and the
protection of the environment.

3. Both sides will refrain from any discrimination against industrial production of the other
side.
4, Both sides may employ certain methods in encouraging industrial activity (such as

grants and direct-tax benefits).

3, A joint committee will be established to monitor and facilitate the implementation of
this part of the agreement.
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Pursuent to and implementation of the principles set of in Article.
of the Agrwement, both parties agree upon the following arrangements:

ABTIGLE II - AGRICULTURE

l. The agricultural sector 4in =8n integral part of the Pree trade
relations without custcms and purchage-tax between the Geza Strip and
Jericho Area and Israei.

" FAaAw

2. The reciprocsl wmovement of agricultural products will be subject to
the following criteris :

A.(1) Animals, evians, Lheir carcasses and their unprocessed products
way only be tramsported beotween the Gaze strip and the Jericho
area through Israel and between Israel and the Israsli
settlements through the Gazas Strip or the Jevicho area, by
vehicles which are officially licensed for animal

transportation mnd which will be specially sealed and marked

with a8 visible gign "Aniwal transportation".
Each consignment of eainalg, avians, their carcasses snd their
unprocessed products will be accompanied by a veter
certificate issued by the veterinacry authorities in the place
of origin, specifying the quantity, type and origin of the
animals/products, and certifying that the animals or their
products are free of infectious diseases and originate from an
ares/farm which is not under quarantine.
The transportation will be carried out vis the shortest route
within the transit arsa. Each consignment of live animals or
their carcasses (excluding aviang, their carcasses and
products) will be accompanied by an offical inspector of the
veterinar suthority in the trensit area, This arrangement will
be assessed and reviewed by the two parties at regular
intervals and in all events at lesst once a year following its
initial implementation.

A,(2) All movemeuiLs of animals, avieng, their carcasses and their
unprocessed products from the Gaza Strip and the Jericho ares,
deatined for Igrasl and wice versa are subject to veterinary
licensing by the wveterinary authorities of the receipient
PATRY, Baeh  awsh.  Condiauamiy  wiil b transported by =
specifically designated and marked wvehicle, accompanied by a
veterinary certificate, according to the requirements as
specified by the veterinary authorities of the recipient party,
igsved and sfigned by the veterinary authorities at the place of
origin,

B. In order to enutle the movement of plants and partg thereof
{including fruits and vegetables) between the Gaza Strip and
Jericho Area and Isrsel, the import of plents end parts thereof
frow external markete into the Gaza Strip and Jericho asrea will
require the approval of both Parties' plant protection
services. This will ensure that the International “tht




Fach side will have free and unreatricted access for i ~
agricultural production to the markets of the other side with
Fhe Pecoptlsn of LUw ilwms fisted in the following table
referring to their movement to Israel,

fatonnes) U2 fommes  cosems oy
5.000 30 Million 10,000 3.500 9.000 1994
6.000 o » 13.000 4.700 11.000 1995
7.000 50 15,000 5,500 14,000 1996
8.000 6 = 17.000 7.000 16.000 1897

unlimited unlimited unlimj ted unlimited unlimited 1998

Note:

The above quantities refer to the combined quantities from the
West Bank and the Gaze Strip,

The Gaza Strip ang Jericho Areas regidents are free to export .

their agricultural products to third parties markets without
restrictfon with their own certificate of origin.

The i{wo parties will refrain from importing agricul tural
products from third parties which may sadversely affect the
interests of each othep's farmers,

Livestock, poultiy end their products should originate only and
directly from countries which ape recognized as free of
infectious animel diseuses endangering the livestocik, poultry
and public health of the twn partiss.

The implementation of this provision is subject to Igrael's
international economic agrecments and obligetions and

Article. .., of the Agreewent,

Milk end daicy productas are the only sgricultural sector in
Isreel in which production is limited by pre-planned quotas
which are intendsd Lo protect the industry from overprodction,

Therefore, it is enaential that the production of milk and ..

dairy products in the Gaza Strip and Jericho area be subject to
gimilar quotas which will be based upon the consumption
requirements of the population.

The two sides will establish a joint committee which review and
update the trade in sgricultural production between them and the
implementation of the above-mentioned eritexia

Two permanent expert comuittees will review and update the vetasrinary
tnd phytosanitery criteria for rvegiomal and international trade
including subjects on propagation wurseries and seeds,

TOTAL P.B1
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’Gr‘oup to Promote
Reuter

Vice President Gore unveiled an initiative yester-
- day to spur the Middle East Peace process by pro-
- moting U S, investment in the West Bank and Gaza,
- He said a new task force of government and pri-
_Yate business officials dubbed “Builders for Peace”

. Would seek to funnel private investment funds into

US IH

vestment in West Bank
and Jamés Zogby, president of the Arab American
Institute, Gore sajd.

Levine and Zogby said U.S. investment in Gaza
and thé West Bank would help Palestinians develop
their economic base and strengthen Israeli security.

“You take Arab-American entrepreneurs and Jew-
ish-American entrepreneurs and you've got ener
and you've got ideas and you've got people w
really want to make something happen. And we're
£oing to show that it can happen,” Zogby said, add-
ing U.S. investors were “itching to get in” to the
region.

Levine said the task force was serving without™

Pay and hoped to complete work within 18 months,
Zogby said it would function as a “clearinghouse”
and “facilitator” for potential investors rather than
raise and invest funds,
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THE WHITE HOUSE
OFFICE OF THE VICE PRESIDENT

FOR IMMEDIATE RELEASE

CONTACT: 202.456.7035
NOVEMBER 30. 1993

VICE PRESIDENT ANN OUNCES BUILDERS FOR PEACE

Washington. D.C. -- I an aftemoon press conferance today. Vice President Al Gore

Joined with the founders of "Builders for Peace”. a private sector organization developed to
promote investment in the Middl> Easr

"I am Pleased to join with the founders in the announcement of "Builders for Psace”,
a non-profit business entitv whose purpose is to channel information and gamer support
toward the Gaza and Jericho regions of the Middle Fag “Builders for Peace" coincides with
the President's effort 1o draw private sector investment into these regions affected by the
historic Declaration of Principies. signed at the White House on September 13, between
Isracl and the Palestine Libe ation Organization (PLO . “said the Vice Prasident,

The new organization will draw mvestment from throughout the American business
community. "By bringing the benefite of improved relations directly into the lives of the
people affected by it. the succass of this effort will help strengthen the overall peace proceass
and contribute to one of the tep U S foreign policy abjectives.” said Gore.

"Builders for Peace” is 4 non-profit oreanization “ncouraged by President Clinton and
Viee President Gore to devzlop private sector mvestmant in the Middle East with a special
emphasis on the Gaza and leriche regions.
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23/5/ 1993

Mr. Giora Alyagon
Officer of Insurance
Beit - Eil

Re : Amendment of Motor Act Law
_in West Bank

Dear Sir,

Following on our meeting with you on 11/5/1 903, we would like to submit the
following suggestions as agreed by the three Insurance Companies : -
These suggestions are temporary until Dec, 31st 1993

1- The Public's best interest may still be best protected by maintaining the existing
Motor Act Law, therefore, the present tarifl system should remain unchanged
as long as the relative law in not amended .

2- All vehicles must be insured including high risk drivers and other undesifab!e
risks, provided, however that: -

(a)  The appropriate premium is charged acmrding' to the discretion of each
Company and its loss experience,

(b)  The Insurance Companies should have the right to charge an additional
premium in case of changes in the risk. If the Insured fails to pay the
additional premium, the Company may cancel! his Iesurance.

(c)  The driver name to be specifically stated in the policy, thus Insurance
Companies would be reliefed from liability if the vehicle was driven at
the time of loss occurrance by any other driver ,

3- Among other measures to prevent forgery of Insurance policy we suggest
linkage between motor vehicle registration with the duration of the Insurance

o

policy .

W
Arab lns Est. Co.
A . Asde-ynd/
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THE FIRST MEETING OF THE PALESTINIAN-ISRAELI ,’;Hﬂgfﬂﬁfﬂ
ECONODMIC COOPERATION COMMITTEE

THE PALESTINIAN-ISRAELI ECONOMIC COOFPERATION COMMITTEE WHICH
WAS ESTABLISHED AND WILL WORK AND DECIDE IN COMPLIANCE WITH THE
DECLARATION OF PRINCIFLES,SIGNED ON 13 SEPTEMBER 1993,AND THE
DECISION OF THE FLO AND ISRAEL IN THEIR MEETING IN CAIRD ON 13
OCTOBER 1993.HELD ITS FIRST MEETING IN PARIS ON 146 NOVEMEBER 1993.
THE PALESTINIAN DELEGATION WAS HEADED BY ABU-ALA.MEMBER OF THE
CENTRAL COMOITTEE OF THE FATAH MOVEMENT AND DIRECTOR GENERAL

OF THE ECONOMIC AND PLANNING DEPT.OF THE PLO.AND THE ISRAELI

BY FINANCE MINISTER AVRAHAM SHOHAT,THE CD-CHAIRMEN MADE DPENING
STATEMENTS REFLECTING THEIR RESFECTIVE FOSITIONS.

JOINT STATEMENT s
G

THE TWO SIDES REVIEWED THE ECONOMIC SITUATION IN THE WEST BANK

AND GAZA STRIP AND EMPHASIZED THE NEED FOR RAFID FROGRESS IN

THE ECONOMIC CONDITION OF THE PALESTINIAN PEOPLE THEREIN:THE

HEADS OF THE TWO DELEGATIONS SHARED THE VIEW THAT THERE IS A
CORRELATION BETWEEN SOUND ECONOMIC RELATIONSHIFPS.BRASED ON MUTUAL
RECOGNITION OF EACH OTHERS INTERESTS AND THE RIGHT OF THE PALESTINIA

(- |
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N PEOPLE TO EXERCISE THEIR ECONOMIC DECISION MAKING POWER IN
ACCORDANCE WITH THEIR ECONOMIC PLANS AND PRIORITIES:AND THE
SUCCESS OF THE PEACE PROCESS NOW ON 1TS HWaY.

THE DELEGATIONS AGREED THAT ISRAEL AND THE PALESTINIAN AUTHORITY
WILL ESTABLISH A FRAMEWORK OF ECONOMIC COOPERATION,WHICH WILL

BE PREDECATED ON THE PRINCIPLES OF RECIPROCITY.EGUITY AND FAIR
ECONOMIC RELATIONSHIPS:AS WELL AS THE ENHANCEMENT OF THE

ROLE OF THE PRIVATE SECTOR IN PROMOTING ECONOMIC GROWTH,AND MUTUAL
REBPECT FOR EACH PARTY’S ECONOMIC RELATIDNS WITH OTHER FARTIES.IN
S(B* 19,33/5,THE PALESTINIAN DELEGATION EOPHASIZED ITS SPECIAL
ECONOMIC RELATIONSHIFP WITH THE ARAE WORLD PARTICULARLY JORDAN

THE INTERNATIONAL COMMUNITY AND THE UN BODIES.

BOTH SIDES DECIDED 70D ACCELERATE THEIR WORK SO AS TO MEET THE
OBJECTIVES AGREED UPON IN THE DECLARATION OF PRINCIPLES AND TO .
ENSURE THEIR IMPLEMENTATION,BEARING THIS IN MIND ,THEY HAVE AGREED

UPON AN ACENDA FOR THEIR NEGOTIATIONS WHICH WILL ACCOMMODATE

THEIR MUTUAL ECONDMIC INTERESTS.

THE TWO DELEGATIONS HAVE AGREED TD ESTABLISH THREE SUB-COMMITTEES
WHICH WILL DEAL SIMULTANECUSLY WITH THE FOLLOWING

1. TRADE aND LABOR

2. FISCAL MATTERS

« 3. FINANCE AND BANKING

OTHER SUB-COMMITTEES MAY ALSO BE ESTABLISHED

THE TWO DELEGATIONS HAVE CONCURRED IN THE IMFORTANCE OF THE

MULTILATERAL WORKING GROUPS'PROGRESS AND THEIR CONTRIBUTIOM TO

A MORE STAEBLE AND PROSPEROUS MIDDLE EAST.THEY HAVE NOTED WITH
SATISFACTION THE ASSISTANCE PLEDGED BY THE INTERNATIONAL COMMUNITY

AS KREFLECTED IN THE RESOFPUTIGNS OF THE DONORS'CONDERENCES IN

WASHINGTON AND PARIS.

THE ECONCMIC COOPERATION COMMITTEE AND THE SUB~COMMITTEES WILL .
RESUME THEIR WORK NEXT WEEK(23-25 NOVEMBER) IN PARIS.

THE TWO DELEGATIONS HAVE EXPRESSED THEIR APPRECIATION OF THE

HOSPITALITY PROVIDED BY THE GOVERNMENT OF FRANCE.
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Y MINISTER SHOCHAT T ¥ OMMITTEE

My colleague MR. AHMAD QURIE, whom we all know better as ABU-ALLA,
Members of the Palestinian delegation.

My colleagues in the Israeli delegation.

We in the Middle East are living through exciting times. The Declaration
of Principles signed  between Israel and the Palestinians signals a

departure from the past, for the sake of a common and a better future.

All of wus present here today have the opportunity to play a part in
bringing our peoples another step closer to a secure and lasting  peace. '
The declaration is a crucial step along the path of reconciliation. It
symbolizes the removal  of  barriers  between Israelis and Palestinians. .

Our mission is to ensuore that such walls cannot be rebuilt




There is no point in either side dwelling on the past. QOur goal is (o
build on our common interest in  peace. For both  parties, (he logic of
reconciliation  demands  that  we seek  to  implement  the Declaration  of
Principles as sopon’ ag possible, The issues at stake are crucial to the
future of us all Unfortunately, there are sl those who resort to
violence and terror 1o spoil  our efforts, but they will not weaken our

commitment to the peace process,

Together we  will comtinue to  work 1o resolve  this  conflict. The link
between the economic and  the political aspects of the peace  process s
obvious and  recognized by alll We must be able to produce results in
these  economic negotiations,  results  which  will meet  the  expectations of

our  peoples, build confidence in the  peace process, and strengthen  the

hope for a stable Middle East,

The  agreement  we are  determined to reach here will affect the
entire  region.  [ts success  will  greatly change  economic life g the
Middle  East. Providing  higher  standards of living and a  better quality
of lifs, it will enable men  and women from all walks of life to fulfl

themselves materially, socially and culturally,

The State of Israel has been able 1o grow and  prosper economically
We  have always understood  that  without economic  growth, we could not
achieve  our  national aims. The fulfillment of political  aspirations s

incomplete without the benefits of economic growth,




Like other nations before, we in Israel have learned, that an economy
can develop onmly through close ties with larger trading and economic
entities. Integration  into  world  markets and  close links with  the
world’s leading economies offer opportunities for development and

benefits for the smaller economies.

A prosperous and stable Middle East can serve as a  bridge between
Western  Europe, the  United States, the Far East and  industrialized

countries elsewhere as well.

We are all aware that the future stability of our region depends
crucially on the attainment of LConomie prosperity for all its
residents. Such prosperity cam be achieved only if our economies do not
separate  themselves from one another. Recent studies by different groups
of international experts, underline the need for joint economic
activity. For  instance, the Harvard Report on Securing Peace in the
Middle [East states that "The experience of small developing  countries
over the past few decades speaks veloquently for the destructiveness of

restrictive economic measures'.,

In a major study of the region, the World Bank also declared that .
the option of turning inward would «clearly be wvery costly to a small

economy.. It would mean major efficiency losses and a sharp decline in

living standards”.




And a recent statement on Support to the Middle East Peace Project, by
the European Community, goes even further, poioting out the need ‘"to
help the Arab countries to enter into trade with Israel and among

themselves”,

It is  precisely at this moment, when we have begun to remove the
barriers of hatred, that we must prevent the creation of new Dbarriers -
economic or  political, which would restrict future joint progress, [ am
fully convinced that only throngh open and  unrestricted trade can the

West Bank and Gaza, and Israel, fulfill their potential.

To  enable the Palestinian economy  to reap  the full  benefits of
cooperation  between us, it is Israel's intention to do its best, to
ensure that the various international agreements from which [srael
benefits and the market access they provide, will also apply to the West

Bank and Gaza.

In the Declaration of |Principles negotiated in  Oslo, and signed in
Washington on the 13th of September of this year, it was agreed that an

on going Israeli-Palestinian committee would examine joint gconomic

cooperation  programs, in  both the  bilateral and the multilateral  arenas:

In the bilateral arena the two  parties will cooperate in  various

areas, including cooperation in the fields of water, electricity,
energy, finance, transportation, communication systems, trade,

industry, labor relations and social welfare.



In the multilateral arena, it was  agreed that the two  parties

would jointly approach the G-7 to initiate plans for the Middle East,
in cooperation with other interested countries, with Arab

organizations and countries, and with private commercial bodies.

Furthermore, the  Israeli-Palestinian committee that met in  Cairo on  the
13th of October of this year, resolved to  establish a joint economic
committee to meet at the oministerial level. It was agreed that this
committee  would deal with all subjects related to  ecomomic policy and
bilateral and multilateral cooperation.

It is a oresult of this decision that we are sitting here today, together,

in Paris.

The framework that we are inaugurating today will create an agreed basis

for joint decisions that will be passed on to the committee in Taba (or

wherever it meets) for implementation.
The concern of this meeting is to reach Palestinian-Israeli economic
arrangements.

I am, of course, aware of your special connections to Jordan. Furthermore,
issues such as Jordanmian currency and laws will have to be discussed We
on our side will certainly respect your special relations with Jordan.

We are all aware to the current developments relating to agreements with

Jordan. This agreements will certainly ease our mutual task.




Furthermore, we hope that our work here will lead us towards a new
relationship with countries in the Arab world and will enable us to create

a better Middle East.

There are many issues that we must deal with. The problems are complex
and  pressing. The successful outcome of our discussions should, in the
very near future vresull in a positive impact on the daily life of the
Palestinians living in the Territories. The international community has

also committed itself to help achieve that goal.

The  agreement we reach here should provide a  framework for  the .
development of economic ties between many individuals and  bussinesses on
both sides.

This is where real economic cooperation will take place. This is the real

meaning of peace.

Now, that we have agreed and committed ourselves to abandon  hostility and !
embraced mutual trust, after having exchanged < hatred for good will and |
cooperation, it is time to roll up our sleeves and put our declarations
into  practice. We can prove that Palestinians and Israelis, together with .
other countries, can work side by side towards a common goal. Our success
can be an example for all Through our joint efforts we can open a new

chapter in the economic history of our peoples and our region. We can not

afford to fail!




Economic factors are the touchstone for the success of the entire peace

process, and therefore the eyes of the world are turned to us.

The  emerging economic  system  today is  increasingly interrelated on a
world scale, exporting not only goods and services but culture as  well
Modern  technology, the media and information networks are breaking down
the walls of national cultures and creating a  supranational  language
whose  vocabulary  includes open  borders, the free  passage of  capital,
know-how, the transfer of goods and services, transfer of labor and use

of up-to-date information. .

We need not wait for the coming generations to create a new economic and
cultural reality in the Middle East, a reality that will integrate
flourishing  trade relations with the cultural Fforce of the peopless Im  our

region.

We  sincerely hope for the success of the peace process. Both sides
have a great stake in a creation of  economically  prosperous  and

spiritually rich societies.




MR. Chairman, colleagues

While  sitting  here around the table and discussing these difficult,
complicated, important and crucial issues we may find it hard to imagine
the futuree We will be judged by our children and grandchildren, to whom

we promise to build a better life.

Thank You



STATEMENT BY MR. DAVID BRODET TO THE ISRAEL-PALESTINIAN ECONOMIC

COMMITTEE

Fellow delegates,

Only two months have passed since Prime Minister Rabin shook hands with
Chairman  Arafat, at the historical ceremony in  Washington, and meetings
between  Israck and  Palestinian  officials seem 1o have  become  almost a.

daily event.

For us Israelis, todays event s very special It is personally a  very

special day for myself and for my colleagues,

We are opleased 0 be here in Paris, sitting with you around the
negotiating  table, in this beauntiful hall which the French government has

so graciously placed at our disposal. .

We are pleased to be here as this meeting  signifies that we are following

the path set out in the Declaration of Principles that you, Mr. QURIE,
helped create and draft.



We are especially pleased, and I know that I speak on behalf of my
colleagues as well, to have an opportunity to meet fellow experts and to
conduct a professional dialogue.

I believe that when professionals talk, they find it much easier to reach
understanding and agreement. This 15 precisely the mandate of our

committee.

Since this is our first working session, I hope that we can conclude this
round of negotiations with an  agreement on  the framework of  the
discussions and on the central subjects that we will need to discuss LI:.

our future meetings.

Needless to say, our time is limited and the task of the two delegations
is of the highest priority 1 am convinced that, through a joint effort,
based on a fair and professional inspection, and bearing in mind the
legitimate needs of each side, we will be able. to fulfill our mission,
namely, formulating an agreed framework on  economic  arrangements, which

will also serve the committee in Taba. .

It is clear that this dialogue will not be a onetime phenomenon. We are
at the opening of permanent and ongoing discussions, because reality  is

dynamic.



I want to emphasize two important  issues.  First, that according to  the
mandate  given us  through  the Declaration of  Principles and  Cairo
meeting on October 14, we are here to discuss arrangements  concerning
Jericho and Gaza areas. The experience gained in  the implementation  of
these  arrangements will be the basis for further  arrangements in  future
phases. Second, we are here to reach an agreemenl  on  economic  cooperation

based on good and fair neighborly relations.

Our  advantage as economists is that we understand the real meaning of
£Conomic processes and of arrangements reached between adjac.ent.
economies. Having said that, I would like to relate to the geographical
dimension of the situation: the short distances and close
proximity.  History has brought us (o live alongside each other in one
economic  space. It is thus clear  that cooperation  is required  and

essential,

The dialogue we begin today should enable us make brave decisions. We
shall have to deal with the different issues, bearing in mind the future,
It is crucial to grasp this opportunity to move forward and progress,

This must be done, in my opinion, by using the existing infrastructure as
there are achievements worth preserving.  We must develop mutual relations
by  being sensitive to each other's problems.  Everything must be done
cautiously, with the understanding that conditions must be improved,

because drastic changes in the economic regime may result in a regression




and economic chaos.

An  anmalysis of the political and geographical situation makes it  clear
that firm economic ties require open borders. This will permit movement
of goods and services, and will enable Palestinians to work in Israel
Employment and security considerations will obviously affect those

arrangements relating to labor.

The world has also come to recognize the need for open economics t’
assist  cooperation. Looking around we can see that our world today s
an open one in which markets are open to trade and the free movement of
goods and  services. But among neighboring states we observe even closer
engagements  and  special  arrangements, like the European Union or the
North America Free Trade Agreement.

It is  clear 1t us that the need for openness places a  heavy
responsibility - on  both  sides and  requires coordination. I  stated  earlier
that we are aware of your needs, especially in areas like agriculture,
movement of labor and your wish to establish industry. I want you to know .
that you have our support and understanding. You should also comsider us
a partner and a large and potential market that knows how to value
quality products. The goods you produce will I am sure, find a market in

Isracl. If that is the case, we expect both economies to benefit.




Another  issue of importance is  that of policy  coordination. ~When I
mention  coordination 1 refer mainly to two  areas, fiscal policy  and

financial and banking policy.

Fiscal policy coordination concerns to indirect taxation issues,

principally Value Added Tax and Purchase Tax.

As  far as financial and banking policy is concerned, we believe the best
solution is to wuse the Jordamian dinar and the Israeli shekel  as Iegal.
tender in the areas run by the self-governing authority. At the same
time, the financial system, namely the capital market and banking, will

be under your supervising authority.

These are key issues of the highest priority, i we <can reach an
agreement on  the agenda and  understand  the principles behind it, we will
be able to move on to other issues like: transportation, energy,
communications, tourism, insurance, banking and services, But as I
said, it is my opinion that we must first reach understandings on trade,

movement of labor, fiscal and financial and banking policies.



If we can reach such agreements, it will cnable each of us to fulfill our
potential as well as keeping the desired degrees of space. For all of us
this could be a turning point in our historyy We are certain that within

such framework we will be able to attain our goals.

| Distinguished  delegates, you are experienced both in  reaching  agreements

and in understanding our views.

I hope that we «can make these meetings a forum for the exchange c.
professional  opinions.  Through this forum and in  subcommittees we  can
advance and attain our goals. Whatever method we choose, we must overcome
difficulties. I therefore believe we need to set our  objectives  very
attentively, as not every issue can be resolved immediately or in a short
time. Progress can only be achieved step by step. Therefore  setting
priorities is of the wutmost importance, and those  priorities must be

reflected in the agenda that we agree upon.

Of one oprinciple | am certain: a stable economic base is a sound basis

for peace.

Thank you.
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