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The Palestinian delegation
for the Palestinian -Israeli Joint Economic Committee
Sunday May 21st, 1995

1) Mr. Ahmed Qurie (Abu Ala), Minister of Economy ,Trade & Industry.
2) Dr. Atef Alawneh : Undersecretary : Ministry of Finance.
3) Mr. Azam Tbeileh : Undersecretary : Ministry of Agriculture.

4) Mr. Samir Huleileh : Assistant Undersecretary for Trade-Ministry of
Economy and Trade.

5) Dr. Jawad Al-Naji : Assistant Undersecretary-Ministry of Industry .

6) Mr. Abdul Hafeez Noufal : Director General for Foreign Trade- Ministry
of Economy & Trade

7) Mr. Nasir Tahboub : Director General for VAT, Ministry of Finance.

8) Mr. Rasem Abdul Jawad : Administrative Manager : Ministry of Civil
Affairs

9) Mr. Salah Elayan : Director , :I‘he Minister’s Office for Economy , Trade
& Industry.

10)Mr. Said Al-Mudalal : Director General , Dep. of Employment, Ministry
of Labour, .

11)Mr. Mahmoud Al-Qawasmi : Director General, Ministry of Transportation

12)Mr. Zakana Al-Madhoun : Director General , Ministry of Economy and
Trade-Gaza.

13)Mr. Mahammad El-Rayyes: Director General , Ministry of Agriculture-
Gaza. ;
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THE PALESTINIAN AUTHORITY

To: The Israeli Government, relevant department and offices and to whom it may
concern:

1. The Palestinian Authority, through the Minister of Finance Mohammed Zuhdi
Nashashibi hereby authorizes Mohammed Rashid, the Economic adviser to the
President Yasser Arafat to coordinate and operate the arrangements for the supply
of fuel products to the areas under the jurisdiction of the Palestinian Authority from
the State of Israel, including, inter alia, all aspects of executing the agreement signed .
between the Palestinian Authority and Dor Energy (1988) Ltd. for the supply of said
products.

2. For the avoidance of doubt, the fuel products referred to above include, without
limitation:
(a) All types of fuels including all types of gasoline , kerosene , including
all types of aircraft fuel .
(b) Gas for domestic and industrial use .
(c) All types of oils .

3. The above authorization includes negotiations and finalization of arrangements with ,
among others , Israeli Government , Ministry of Finance , Department of Customs
and Excise for the refund of duties and taxes from the Israeli Government by way of
refund for excise duty, VAT and any other levies and taxes applicable on fuel;
arrangements for transfer of said funds; arrangements with Israeli banks and other
financial institution and any other actions necessary in order to implement the above
powers herein contained. .

4. For said purpose , Mr. Rashid is authorized to sign any document related to issues
specified in para 3.

S. This Power of Attorney may be revoked , altered or amended from time to time by
the undersigned with prior written notice to its recipients .

FOR THE PALESTINIAN AUTHORITY

Zuhdi N i
r of Finance L

- g,li_i_,_..ll

*Y = AITAL & e SU /oY — ATTATY /oY ATATEY /oY _ ATATEL / o o ATATAY § ik



OCT B4 'S4 16:23 HERZOG,FOX, NEEMAN ADV.B3 6916638 HERZOG,FOX & NEEMAN P.1

.}' :
S’

dtidgualoll y synill d_oloia
il ik gl abmLull
el S

PALESTINE LIBERATION ORGANIZATION
Palestinian National Authority
Office of the President

— el )
12th September 1994 i el
Department of Customs and Excise e
Agron Street
Jerusalem

Attention Mr. Arie Zeiff
Director of Customs and Value Added Tax

Dear Mr. Zeiff

Re : Refund of Excise upon sale of fuel Products to the
Palestituian Authority

- Please ensures that all amount that the Palestinian Authority isdueto  receive
from the Government of Israel by way of refund of excise duty upon fuel products
supplied to areas under the jurisdiction of the Palestinian Authority are paid to the
following account:

Account No. 21900/80

In the name of the Palestinian Authority

at Bank Leumi Li Israel BM. Branch No, 817
(Hachashmonaim) Tel Aviv

2-  For the avoidance of doubt, the fuel products referred to above include, without

limitation:

(a) all types of fuels including all types of gasoline, kerosene, including all types of .
aircraft fuel.

(b) Gas domestic use and for industrial use.

(c) all types of oils

3- This instruction may be terminated by sixty (G0) days notice in writing served upon
you by the Palestinian Authority. Until termination as aforesaid, please make all refund
payments only to the bank account referred to in paragraph 1 above. Any contrary
instruction should be immediately reported both to the undersigned and to the
aforesaid bank.

Please confirm the above arrangements by return.

intetely yougd,
=

The Palestinian Authority

by Mohammed Rashid
Economic advisor to chairman
The Palestine Authority
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Gaza, September 9 1994 LT,
SR I o Lo &
HLE. Abraham Shohat, Minister of Finance & FEv. B\
The Ministry of Finance of Israel Vit -

Re: Refund of Excise on Petroleum Products
for the period May - August 1994

Your Excellency, e =

Referring to our last meeting at your office on September 2 1994, I am pleased to inform you that
arrangements have been finalised to ensure the regular refund to the Palestinian Authority of the
excises levied on petroleum products supplied to the areas under the jurisdiction of the Palestinian
Authority. These arrangements took effect on September 1 1994. Therefore there remains to be
settled the refund of excise due to the Palestinian Authority for the period of May 1 to August 31 —
in accordance with the provisions of the Gaza-Jericho Agreement.

Although the Palestinian Authority is still gathering the relevant documents, we estimate that this
revenue should amount to some US$ 12 million (USS$ 3 million per month) for the period
mentioned of May 1 to August 31.

Assuming that your data confirms this initial estimate, I would suggest an immediate advance
payment of USS 8 million (USS 2 million per month) to the Palestinian Authority from the
Government of the Israel. Final accounting for the said period should be settled before the January
15 19495,

Yours faithfully,
é@j
of Finance
The Palestinian Authority
cc: Mr Are Zeiff
Director of Customs and Excise
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Ministry of Finance MEIRA-TWN,
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MINUTES OF THE JOINT ECONOMIC EBHHITiEE\hEETIHE
AT THE MINISTRY OF FINANCE ON NOVEMBER 16, 1994
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Both parties agreed on the following procedures for the implementation
of the Economic Agreement Article No. III relating to the issue of
import policy and licenses for Gaza and Jericho areas.

a. The Palestinian relevant Authority (Ministry of Economy and Trade)
will issue the import licenses for Palestinian companies and
individuals registered in Gaza and Jericho.

b. For goods on lists Al and A2, the Palestinian Authority will issue
the license and notify the Israeli relevant Authority by faxing .
the license to them.

c. The forms for the license application and other relevant forms
were agreed upon by both parties.

d. The Israeli customs will clear at the entry points the products
that have an import license issued by the Palestinian Authority
according to these procedures.

e, For products that are not included in Lists Al or A2, the
Palestinian relevant Ministry will issue the license and notify
the Israeli side. If no response was given within two working
days from the Israeli side, the Palestinian side will proceed in
the process of importation with no objection or delay from the
Israeli side.

37 If there was a negative response from the Israeli side based on
the fact that the 1license was granted in violation of the
Agreement or the Israeli import Policy and Standards, the relevant .
Palestinian Ministry will not issue an import license unless as
agreed upon by both parties.

g. The Palestinian ministries of Health, Agriculture and Transport
are the ones responsible for providing the permits that are needed
for issuing the import license by the Ministry of Economy and
Trade, according to the import policy as agreed in the Economic
Agreement.

h. Subcommittees between ministries from both sides in the fields of
Health, Transport and Agriculture are either being activated or
established to solve controversial problems and define clearly the
standard policy and criteria used by the Israeli side for
importation purposes.

S i
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The exception was the phytosanitary issues where the Israeli side
objected to the handling of this responsibility by the Palestinian
Authority. A decision was made to discuss this issue in some
details at the Agriculture subcommittee in three weeks time and
refer it back to the steering committee of the JEC.

In the absence of clarity on the import policy and quantities for
the importation of Agricultural produce, the Agriculture
subcommittee will be held next week to discuss the import policy
and the criteria for defining when and what quantities are
imported for the Gaza - Jericho areas.

The Israeli Ministry of Industry and Trade will look into the
possibility of appointing a representative of the Ministry who
will come to the Jericho area once a week to facilitate the
processing of the licenses from the Israeli side.

Both parties agreed that all economic matters that are relevant to
the Paris agreement have to be discussed and solved only through
the JEC and its subcommittees. The issue of the commercial
passages from Jordan and Egypt to Gaza and Jericho areas will be
discussed from an economic point of view in this committee. The
Palestinian side emphasized the need to open immediately a
commercial passage under the Palestinian responsibility.

The transport subcommittee will discuss by next week the
importation of used cars and any special case importation. The
normal procedure for importation of new cars will be implemented
by the Palestinian Authority with a notification to the Israeli
side. If there was no response within two working days, the
Palestinian side will proceed in the importation process with no
problems or objection from the Israeli side.

The Palestinian Minister of Finance will send Mr. Brodet a letter
specifying the names of the Palestinian officials who are
authorized to confirm exceptional requests and exemptions.

The Palestinian Authority will notify Israel within several days
if it wishes to connect Gaza to the Shaam computer system and
thereby receive all of the tax information.

In the next week there will be a joint examination of the invoices
of big suppliers (electricity, cement, iron, fuel, cigarettes,
purchases by the Palestinian Authority and non-profit
organizations, etc.) and the VAT on undisputed invoices will be
rebated.

Each side will submit invoices of registered businesses for
clearance of other VAT revenues.

610049 'opn  ,317111 'Sv  ,91131 mowyyr  L13195 .1.n L1 19D 'mM
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q. Israel will Tlook into the possibility of rebating import taxes
which were paid on goods that were sent directly to Gaza and
Jericho by Israeli importers.

The Palestinian Authority will establish a procedure to ensure
that importation by Israeli importers the final destination of
which is Gaza and Jericho will be identified as such, to enable
the allocation of the tax revenues to the Palestinian Authority.

D. Brodet A. Haddad
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Both parties agreed on the following procedures tor the
implementation of the Economic Agreement Article No. 111
relating to the issue of import policy and licenses for Gaza M
and Jericho areas. ? P ’i? S ,_? ?
% | s lr

1. Import Licenses !

a. The Palestinian relevant Authority (Ministry of Economy
and Trade) will issue the import licenses for Palestinian
companies and individuals registered in Gaza and Jericho.

hi* ﬁ" 0"‘-6 ﬁ'l 3y

b. For Al A2 gond}ﬁ'n—_ Palestinian Auﬂmnqr will issue the
license and notify the Israeli relevant Authority by
faxing the license to them.

c. The forms for the license application and other relevant
forms were agreed upon by both pamcs
atthe mr’_y_ Pﬂ'*-‘l‘ |
d. The Israeli customs will clearithe products that have an .
import license issued by the Palestinian Authority

according to thig procedures, ﬁam—ihe-om'-y-poms.-
These

e. For products that are not included in Lists M\/Z the
Palestinian relevant Ministry will issue the license and
notify the Israeli side. If no response was given within
two working days from the Israeli side, the Palestinian
side will proceed in the process of importation with no
objection or delay from the Israeli side.

f. If there was a negative response from the lsraeli side
based on the fact ﬁmt the license was granted in

p # i l+
IL‘EI“S‘EEJLT" uif“h%’::f"aif‘.'i‘?ff”"i‘f?i4f il ol asue am (e
| ledmed gmless m néwﬂt u-[‘lﬂh both paviies .
g.momm“mmmﬂmmsd—pmmheld.by e ?qu:,“'lvmﬂ--. .

minisiries of Health, Agriculture, and Transport i

Palestinian-ministries-are the ones responsible for

provldmg the permits that are needed for issuing the

import license by the Ministry of Economy and Trade,

QTF:J, 4o 4}':4 Wﬁvﬁﬂuj t\s‘f{jriﬂ w'fh Ecomomic c?gf““‘*j-
h. Subcommittees between ministries from both sides in the

fields of Health, Transport and Agriculture are either
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being activated or established to solve controversial
problems and define clearly the standard policy and
criteria used by the Israeli side for importation
purposes.

i. The exception was the p anitary issues where the
[sraeli side objected to handle this responsibility to the
Palestinian Authority,# decision was made to discuss this
issue in some details at the Agricultural’ subcommittee in
three weeks time and refer it back to the steering
committee of the JEC,

j- In the absence of clarity on the import policy and
quantities for the importation of ' the”Agricultural

produce, the Agricultural subcommittee will be held next TR (Rt
wool Suadeyto discuss/#joint-aceepiable ocsdures"‘iﬁﬂ_“'“"l____"' he _’""?‘” Sy =
criteria for defining when and quantities are .
imported into-Israel and-the-relevant-quantities for the
Gaza - Jericho .
ericho areas " h ®

k. The Israeli Ministry of Frade-and Industry)will look into

. r~ the possibility of appointing a representive of the

' ) Ministry-$or Jericho areajto facilitate the processing of
Who w 4\, the licenses from the Isranme@{{_’J

I:WJ%\?

|. Both parties agreed that all economjc matters that are
relevant to the Paris agreement hds to be discussed and
solved only through the JEC and its subcommittees. The
issue of the commercial passagé¥from Jordan and Egypt to
Gaza and Jericho areas will be discussed from an economic
and-management point of view in this committee. The
Palestinian side emphasised the need to open immediately a 1
commercial passage under the Palestinian controk either-in- ?‘ﬂ“rw'L ! 7 .

ami
week .

m. The ﬂ%gport subcommittee will discuss by next sunday the
importation of used cars and any special case importation)
uhile The procedure for importation of new cars
will be jmmmd by the Palestinain Aufthority with a
notification to the Israeli side. If there was no response
within two working days, the Palestinian side will procede
in the importation process with no problems or objection
from the Isracli side. e v ds 1
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Investiment Law

Customs and Taxes

|
.

VAT on imp
jotntbit

Tax clearence and transfer
Tax and custom exemptions
- Retumees
PLO

PNA

I N |

- donations

l’
—(

International Organizations

Customs and Taxes on crossing points

- Fees on Passengers
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ncom tax on weorkers

0
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Agriculture

- Movement of agricultural products / Via and to Israel
Subsidies for Israeali products (Banana)
- movement of Cattle and standardes

Labouers
regulations
numbers, :
sector of absorbtion
transfer of deductions

Transfer of powers and responsibilities as part of early

£n ]'J[}Vfﬂl'g&%lny

Trade

Industrly
Agriculture

Companies
Licening
Insurance
Banks
Water
Energy
Enviroment

{ [ Y e 1o LT T IR SRR N

Joint cooperation according to DOP

:
" LIy
ALY p
P T ) 130 A JNA o T
|- Import Licence - AP A b -
2-  Quantities Imported v
3-  Types -
1. Wheat
2.  Meat
;IO gars |
A a
4-  Certificate GTTS[rli%ﬁTA J ,
5-  Safe passage and movement of Goods between Gaza - Jericho
Movement of merchants / Goods to Israel .
6-  Preparing crossing points for imports J e rl’#lr )
7-  Investment Licencses =5
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Proposed Agenda for i ic Committee

Monday 27/2/1995-Jericho

1.General Economic Issues:

A.  The Closure and the idea of Separationand its impact on the Paris
Agreement . Proposing for a negotiation round to be held at the end of

April 1995 to evaluate some aspects of the Agreement after one year of ‘

its implementation.

The non turning over of items and files belonging to the ministries after [1?\

B.
the withdrawal .( vehicles, files, equipments,etc..)
C. Eretz Industrial Zone: To which Junisdiction it belongs . “?'
1 D.  The Joint Industrial Estates .
it ‘Pf w2 B The Economic Agreements between Israel and other countries related to
N I 'g- West Bank and Gaza .
o T*‘v’* F.  The Residency permits for Investors in Gaza and Jericho .
r\f ALl

-

2.Trade Issues:

L[ f.i";‘;" ST~ A Expanding list A1, A2 & B, and discussing the quantities thereunder .
et B.  Entry of goods, st Bank, Gaza-Israel, and (3 pl
Qwr. |m.) K

o between the Palestinian Authority Areas-Jordan .(Points Of Entry) .
C.  The "Hetale" Tax on flour, and others . R 2l R
D.  Problems of Company Registration in Jericho and in Gaza 3 w*

E. l/ Rules of Origin for Jordanian and Egyptian products . Yj

Signature of the detailed procedure con
licenses .

3.Fiscal Issues:

Import Taxes :Final destination .

Tax clearance before 1/1/1995 (VAT).
Tax clearance owed after 1/1/1995 (VAT and others) . {;r}-. W2

Custom Exemptions for International donations and returnees . iy S y i
(specifications and quantities relevant to Al, A2 . L

Customs and VAT on new and used cars bought from Israel . Ah M)A L o
The entry of customs inspector at the entry points of Allenby & Rafah. , 1}.] Vord
Jerusalemites working in the West Bank (income and VAT taxes) . ]
The transfer of Bezek file from West Bank to Jerusalem (VAT File) M
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Payback of VAT collected prior to Nov. 1994 in the West Bank and
prior to May 17th 1994 in Gaza .

Income tax on Palestinian Contractors in Israel .

The income tax files of the former civil administration employees .

Custom Exemption for donations to the transferred authorities in the
West Bank .

H. Issues related to Agriculture:

Israeli obstacles for the entry of Agricultural products of Gaza to Israel .

Importation of Meat, Fish, Apples, and watermelon seeds and others (the

absence of a transparent policy) .

The files of the department of Agriculture concerning the water

resources in Gaza .

The signature of agricultural protocols (some problems) . ®

S.Tourism:

The freedom of movement of workers in the Tourism sector (Guides) .
The protection of archeological sites in the West Bank and the return of
stolen archeological items .

6.Transportation:

The movement of commercial vehicles from Jordan and Egypt to Gaza

and the West Bank (the old and the new vehicles) .

The entry of Egyptian and Jordanian vehicles to West Bank and Gaza . .
The return back of 115 vehicles belonging to the P.A. which were not

transferred by May 17th 1994 .

The free movement of commercial vehicles between Gaza and the West

Bank and with Israel even within the closure (define procedures) .

7.1ssues of Labor and Workers:

The rights and compensation of workers after the closure .
Imposition of fees on workers (at Israeli Courts) .

Workers deductions before the period of May 18,1994 .

The problem with the payments section at the labor offices( problems
of national insurance) .







E.  Sinai and Al-Areashworkers whose compensation have not yet been
paid .
F. The compensation for Annual Leave .
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n.94-83961

MINUTES OF THE JOINT ECONOMIC COMMITTEE (JEC) MEETING
AT THE MINISTRY OF FINANCE IN JERUSALEM,
ON NOVEMBER 16, 1994

Both parties agreed on the following procedures for the implementation
of the Economic Agreement Article No. III relating to the issue of
import policy and licenses for Gaza and Jericho areas:

d.

The Palestinian relevant Authority (Ministry of Economy and Trade)
will issue the import licenses for Palestinian companies and
individuals registered in Gaza and Jericho.

For goods on lists Al and A2, the Palestinian Authority will issue
the license and notify the Israeli relevant Authority by faxing
the license to them.

The forms for the license application and other relevant forms
were agreed upon by both parties.

The Israeli customs will clear at the entry points the products
that have an import license issued by the Palestinian Authority
according to these procedures.

For products that are not included in Lists Al or A2, the
Palestinian relevant Ministry will issue the license and notify
the Israeli side. If no response was given within two working
days from the Israeli side, the Palestinian side will proceed in
the process of importation with no objection or delay from the
Israeli side.

If there was a negative response from the Israeli side based on
the fact that the license was granted in violation of the
Agreement or the Israeli import Policy and Standards, the relevant
Palestinian Ministry will not issue an import license unless as
agreed upon by both parties.

The Palestinian ministries of Health, Agriculture and Transport
are the ones responsible for providing the permits that are needed
for issuing the import license by the Ministry of Economy and
Trade, according to the import policy as agreed in the Economic
Agreement.

Subcommittees between ministries from both sides in the fields of
Health, Transport and Agriculture are either being activated or
established to solve controversial problems and define clearly the
standard policy and criteria used by the Israeli side for
importation purposes.

cafe
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The exception was the phytosanitary issues where the Israeli side
objected to the handling of this responsibility by the Palestinian
Authority. A decision was made to discuss this issue in some
details at the Agriculture subcommittee in three weeks time and
refer it back to the steering committee of the JEC.

In the absence of clarity on the import policy and quantities for
the importation of Agricultural produce, the Agriculture
subcommittee will be held next week to discuss the import policy
and the criteria for defining when and what quantities are
imported for the Gaza - Jericho areas.

The Israeli Ministry of Industry and Trade will look into the
possibility of appointing a representative of the Ministry who
will come to the Jericho area once a week to facilitate the
processing of the licenses from the Israeli side.

Both parties agreed that all economic matters that are relevant to
the Paris agreement have to be discussed and solved only through
the JEC and its subcommittees. The issue of the commercial
passages from Jordan and Egypt to Gaza and Jericho areas will be
discussed from an economic point of view in this committee. The
Palestinian side emphasized the need to open immediately a
commercial passage under the Palestinian responsibility.

The transport subcommittee will discuss by next week the
importation of used cars and any special case importation. The
normal procedure for importation of new cars will be implemented
by the Palestinian Authority with a notification to the Israeli
side. If there was no response within two working days, the
Palestinian side will proceed in the importation process with no
problems or objection from the Israeli side.

The Palestinian Minister of Finance will send Mr. Brodet a letter
specifying the names of the Palestinian officials who are
authorized to confirm exceptional requests and exemptions.

The Palestinian Authority will notify Israel within several days
if it wishes to connect Gaza to the Shaam computer system and
thereby receive all of the tax information.

In the next week there will be a joint examination of the invoices
of big suppliers (electricity, cement, iron, fuel, cigarettes,
purchases by the Palestinian Authority and non-profit
organizations, etc.) and the VAT on undisputed invoices will be
rebated.

Each side will submit invoices of registered businesses for
clearance of other VAT revenues.

©
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Israel will look into the possibility of rebating import taxes
which were paid on goods that were sent directly to Gaza and
Jericho by Israeli importers.

The Palestinian Authority will establish a procedure to ensure
that importation by Israeli importers the final destination of
which is Gaza and Jericho will be identified as such, to enable
the allocation of the tax revenues to the Palestinian Authority.

D. Brodet A. Haddad
Government of Israel Palestinian Authority
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Total Transfers to the P.A.

(Thosends of NIS)

Gzi_z_a; Jericho
& West Bank |

Total transfers

To the P.A. 443,849.6
Import taxes | 54,229.1 -
VAT clearance 2‘?9,9‘?6.81|
Petroleum excise | 80,293.0 |
iIm:mrl]lf: tax | 6,331.3
IHﬂalth stamp tax | 23,019.4

1 Incl. M NIS to Bazek
2 Incl. 3.281M NIS to Civil Administration & to Inbal
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Transfers to the

Total transfers

To the P.A.

!lmpﬂrt taxes

VAT clearance

l Petroleum excise

Income tax

Health stamp tax |

RASITALI]

E Yé—,ar—
1994

'r

S0 o0

P.A.

(In Thousands of NIS)

Jan Feb Mar

1995/19951995/1995| 1995

| 2 S

102,000.0

West Bank

May

Jun

| 393

Grand

3| 106,759.3

Total

102,000.0

4,759.3




Total

Transfers to the

(Thosends of NIS)

P.A.

Gaza & Jericho

West Bank |

Grand

To the P.A.

Total transfers | L
L

. 106,759.3

I‘Qtal

365,481.6

Import taxes
VAT clearance
Petroleum excise

Income tax

Health stamp tax

RASAHF2

46,961.1
117,264.8
73,984.0
6,331.3

14,181.1

0.0

102,000.0

4,759.3

 46,961.1

219,264.8
73,984.0

- 63313

- 18,940.4




{In Thousands of NIS)

Transfers to the P.A. — Gaza

Year | Jan | Feb | Mar | Apr | May | Jun | Grand
| 1994|1995 | 1995 | 1995 | 1995 | 1995 | 1995 | Tatal
Total transfers >
To the P.A. 71,465.6] 10,000.0| 29,569.3| 64,124.0 28,346.1| 39,484.6 | 12,450.7 258,722.3
Import taxes 17,500.0 9,783.6| 3,320.0| 4,156.1| 4,986.6 | 3,933.8 '5-2'5‘4@95:"1'.1 .
VAT clearance 15,500.0, 2,500.0, 7,000.0 51,925.6| 14,000.0 26,338.2 , 117,264.8
Petroleum excise | 280000 7,500.0 10,3059| 7,620.2| 7,381.3| 6,276.4 | 6,900.2] 73,984.0
Income tax 2,684.6 2,3952|  757.9 493.6)  6,331.3
Health stamp tax| 7,781.0 2,479.8| 12582 4135 1,1255 | 1,123.1] 14,1811

RASHAF

1 Indl 5M NiS lo Bezek
2 Incl. 3.281M NIS to Civil Admingsratin & bo Inbal
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Transfers to the P.A. — West Bank

(In Thousands of NIS)

Year Jan Feb Mar Apr May Jun Grand

- 19941995 199519951995 1995 1995 Total
Total transfers

To the P.A. 0.0 0.0 0.0 0.0 00 1020000 4,759.3 106,759.3

Import taxes
VAT clearance 102,000.0 102,000.0
Petroleum excise

Income tax

Health stamp tax 4,759.3  4,759.3

RASHAFI




Total Transfers to the P.A.

(Thosends of NIS)

Gaza & Jericho West Bank | Grand
| | Total
Total transfers . _
Tothe PA. | 2587223 106,759.3 365,481.6
| | |
Import taxes 46,961.1 0.0 46,961.1
VAT clearance 117,264.8  102,000.0 219,264.8
Petroleum excise 73,984.0 " 73,984.{};
|
Income tax 6,331.3 | 6,331.3
i .
Health stamp tax 14,1811 4,759.3 18,940.4

RASAHF2




Transfers to the P.A. — Gaza

(In Thousands of NIS)

| Year | Jan | Feb | Mar | Apr | May Jun | Grand
| 1994/ 1995 | 1995 | 1995 1995 | 1995 1995 | Total

|

Total transfers

To the P.A. 71,465.6] 10,0000| 29,5693 64,124.0| 26,346.1] 39,4846 | 12,4507 258,223
Import taxes 17,500.0 9,783.6 3,320.0 4,156.1 4,986.6 | 3,933.8 46,961.1 :
VAT clearance 15,500.0| 2,500.0/ 7,000.0 51,9256 14,000.0 26,338.2 : | 117,2648
Petroleum excise zs,nm.n: 7,500.0| 10,3059 7,620.2| 7,381.3 6,276.4 | 6,900.2| 73,984.0
Income tax 2,684.6 23952 7579 | 4936 63313
Health stamp tax| 7,781.0 | 2,479.8| 1,2582| 413.5| 1,125.5 i 1,123.1]  14,181.1

1 Indl. 58 MIS to Bezek
RASHAF 2 Inel. 3.281M NIS to Chil Adminkralin & 1o Inbal
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4

Ministry of Finance [ Budget dept.

18—Jun—95

?Totﬁ_l_ transfers
to the P.A.

|
Import taxes

VAT clearance

Income tax

Transfers to the P.A. — Gaza
(Millions of NIS)

_ Tl’; Jan ‘ Feb Mar Apr | May1 Jun i]—Grand

11994 1995 | 1995 | 1995 | 1995 1995 | 1995 Total

714 113 28.3 64.4@ 28.1 39.6 1.3_@_2@

i 7.5 9.8 3.6i 3.8‘ 5.0 : 39.8

15.5| 2.5| 7.0/ 51.9 14.0| 26.3|* | 117.2

Petroleum excise | 28.00 8.8 9.0 7.6 7.4 6.3 13 68.4

2.7| | 24| 12 6.3

Health stamp tax 7.7 2.5 1.2] 0.5: 0.8 12.7
- | |

RASHAF * Incl. 5M NIS to Bezek.




¢ Ministry of Finance / Budget dept.

1B—Jun—95

Transfers to the P.A. — West Bank

(Millions of NIS)

g n 'Year Jan Feb | Mar Apr May Jun Grand
1994 1995 1995 1995 1995 1995 1995 Total

Total tran sfers | | |

to the P.A. :. 00 0.0; _O.Q_E__ 00| 0.0_102_.0___(_}.0? 102.0
Import taxes : ;, I | 0.0
VAT clearance | 102.0 102.0
Petroleum excise ‘ : | 0.0
Income tax | ! I 0.0
Health stamp tax | 0.0

RASHAF




i Ministry of Finance [/ Budgel dept

18=Jun—95

Total Transfers to the P.A.

(Millions of NIS)

i ‘ Gaza & Jericho West bank | Grand _\

T T Total |

Total transfers | :;

to the P.A. 244.3 102.0 1 363

Import taxes 39.8 | 0.0 39.8%

iVAT clearance 117.2 102.0 219.2
‘Petroleum excise | 68.4 0.0 | 68_42
Income tax 6.3 | 0.0 6.3i
Health stamp tax | 12.7 | 0.0 12.7

R el T BN T, )

RASHAF
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The Palestinian people appreciate the decision of the United
States Government to provide duty-free access to articles of the
West Bank and Gaza Strip during the interim period provided for
in the Palestinian-Israelil Declaration of Principles of September .
| 13, 1993 and its implementing agreements. We believe that such a
step will contribute significantly to the economic development of
the Palestinian people.

draft: 6/22/95

Dear Ambassador Kantor:

on behalf of the PLO, and for the benefit of the Palestinian
Authority and its successors, 1 wish to inform you that should
the United States accord duty-free entry into the United States
of articles of the West Bank or Gaza Sstrip during the interim
period, the following terms and conditions will be followed by
the PLO and the Palestinian Authority and its sSuccessors:

: Qualifications for Duty-Free Entry into the United States

We understand that there are a number of conditions that
must be met for an article of the West Bank 2r Gaza strip to
qualify for duty free access to the United States. We further
understand that an article for which qualification for duty free .
access has not been demonstrated to the satisfaction of United
States Customs authorities will not be afforded such access.

We understand that the conditions are as follows:

(a) The article must be accompanied by a certificate, as
| "' United States Customs authorifties shall specify, signed
by the exporter and completed in accordance with the
rules specified in the certificate, unless this
requirement is waived by United States Customs
authorities.

(b) The certificate should contain sufficient information
to identify the article described in the certificate as
the article being exported. 1t should als> contaln a
statement as to the percentage of value added in the
West Bank, Gaza Strip or Israel and that the article
complies with the origin reguirements specified by the
United States.

(c) The exporter or person signing the certificate of
origin must be prepared to submit to United States
horities up~~ ~=smmast a2 declaraticn =atting
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(d) 1If a declaration is requested by United States Customs
authorities, it should contain at least a descriptiocn
of:

(1) the article, quantity, numbers and marks of
packages, invoice numbers, and bills of lading:

(ii) the operations performed in the production of the .
article and identification of the direct costs of
processing operations;

(iii) any materials used in production of the article
which are wholly the growth, product or
manufacture of the West Bank, Gaza Strip, Israel
or the United States, and a statement as to the
cost or value of such materials;

(iv) the operations performed on, and a statement as to
the origin and cost or value of, any foreign
materials used in the article which are claimed to
have been sufficiently processed in the West Bank,
Gaza Strip, Israel or the United States, so as to
be materials produced in the West Bank, Gaza
Strip, Israel or the United States; and

(v)] the origin and cost or value of any foreign 1
materials used in the article which have not been
substantially transformed in the West Bank, Gaza
Strip or Israel.

e Cooperation

In order to further the administration of the duty free
entry into the United States, the Palestinian Authority and its
successors will assist United States authorities in obtaining
information, including by means of verification visits, for the
purpose of reviewing transactions for which duty free access is
claimed in order to verify compliance with the applicable
conditions, and to prevent unlawful transshipment of products not
qualifying for duty free access.

3. Non-Discriminatory Treatment and Market Access

~ (a) Articles of the United States imported into the areas
subject to the jurisdiction of the Palestinian Authority and its
successors will receive treatment no less favorable than that
accorded to like articles of the West Bank and Gaza Strip in
respect of all laws, regulat1uns and requ1rements affecting their

inktar—==1 =5 - Ry - =1y rrr~haeas [ R T ok i e
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(b) Articles of the United States will be accorded duty-
free entry to the West Bank and Gaza Strip and will not be |
subject to any quantitative restrictions or measures having |
equivalent effect.

(c) For purposes of this paragraph, a United States article
is an article:

(i) (A) that is wholly the growth, product, or manufacture .
of the United States; or

(B) 1is a new or different article of commerce that has
been yrown, produced, or manufactured in the
United States: and

(11) that is imported directly from the United States or
Israel; and

(1ii) the sum of (A) the cost or value of the materials
produced in the United States, plus (B) the direct
costs of processing operations performed in United
States is not less than 35 percent of the appraised
value of the product at the time it is entered into the
West Bank or Gaza Strip.

For purposes of determining the 35 percent domestic content
requirement, the cost or value of materials which are used in the .
production of an article in the United States, and which are

products of Israel or the West Bank or Gaza Strip, may be counted

in an amount up to 15 percent of the appraised value of the
article. |

4. Action Against the Boycott

|

|

. |
The PLO and the Palestinian Authority and its successors |

will support all efforts to end the boycott of Israel and will

not enforce any elements of the boycott within the West Bank and

Gaza Strip.

e Further Assurances

(a) The PLO and the Palestinian Authority and its
successors will seek to include, as appropriate, in
future agreements implementing the Declaration of
Principles any provisions necessary for continuing in
effect the assurances contained in this letter
throughcut the interim period provided for in the
Declaration of Principles.

{b} T!‘i'f'— - il R S T e e B = R e e | ?_I_1L_ cmnSiStEnt with
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successors exercise authority relevant to these I s i

assurances in the West Bank and Gaza Strip. {/: ‘

6. Consultations

If a question arises regarding these assurances, the United
States may request consultations which will be held within 60
days of the request. We expect that the United States would be

willing to discuss any questions that may arise regarding import .
of articles of the West Bank or Gaza Strip into the United
States.

We assure you that the PLO and the Palestinian Authority and
its successors will support the removal of barriers to free and
open markets for trade and investments in the region and will
take all actions necessary to meet the assurances contained in
this letter.

Sincerely,
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draft: 6/22/95 ‘ la-

[Note from U.S. to Israel] [Could also be done as Exchange of
Letters]

The Embassy of the United States of America presents its
| compliments to the Ministry of Foreign Affairs and has the honor
to refer to previous discussions between representatives of the .
two governments regarding plans by the United States Government
to provide duty-free entry into the United States of articles of
the West Bank and Gaza Strip during the interim period provided
for in the Palestinian-Israeli Declaration of Principles of
September 13, 1993 and its implementing agreements {Declaration
of Principles).

The Embassy wishes to inform the Ministry that the President
of the United States intends to utilize statutory authority to
proclaim elimination of existing duties on articles of the West
Bank and Gaza Strip. 1In this connection, the Government of the
United States has been advised by an authorized Palestinian
representative that the Palestinian Authority will assist United
States authorities in obtaining information, including by means
of verification visits, for the purpose of reviewing transactions
for which duty free access is claimed in order to verify
compliance with the applicable conditions, and to prevent
unlawful transshipment of products not qualifying for duty free .
access.

The United States notes that the jurisdiction of the
Palestinian ARuthority and its successors in the West Bank and
Gaza Strip is subject to the terms of the Declaration of
Principles. BAs a result, the Embassy would appreciate
confirmation that the Government of Israel intends to assist, and
to support efforts of the Palestinian Authority to assist, United
States authorities in obtaining information on articles af the
West Bank and Gaza Strip Se=ie; including by means of
verification visits, for the purpocse of reviewing transactions
for which duty free access is claimed in order to verify
compliance with the applicable conditions. Additionally, the
Embassy would appreciate confirmation that the Government of
Israel intends to support the principle of duty free entry of
articles of the United States into the West Bank and Gaza Strip
and the principle that such articles will not be subject to any
gquantitative restrictions or measures having equivalent effect.

The Embassy of the United States of America takes this
occasion to express to the Ministry of Foreign Affairs the
renewed assurances of its highest consideration.
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draft: 6/22/95 ”Yq

Note from Israel to the U.S. 73\ :I

The Ministry of Foreign Affairs presents its compliments to
the Embassy of the United States of America and has the honor to
acknowledge the receipt of the Embassy's note of this date
regarding plans by the United States Government to provide duty- .
free entry to the United States of articles of the West Bank and
Gaza Strip during the interim period provided in the Palestinian-
Israeli Declaration of Principles of September 13, 1993 and its
implementing agreements.

The Ministry is pleased to confirm that the Government of
Israel intends to assist, and to support efforts of the
Palestinian Authority to assist, United States authorities in
obtaining information on articles of the West Bank and Gaza
Strip, including by means of verification visits, for the purpose
of reviewing transactions for which duty free entry is claimed in
order to verify compliance with the applicable conditions.

The Ministry also confirms the Government of Israel's
intention to support the principle of duty free entry of articles
of the United States into the West Bank and Gaza Strip and the
principle that such articles will not be subject to any
quantitative restrictions or measures having equivalent effect. .

The Ministry of Foreign Affairs takes this occasion to
express to the Embassy of the United States the renewed
assurances of its highest consideration.
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MEMORANDUM

For the Review
of ‘
the Protocol on Economic Relations

Based on the Protocol on Economic Relations signed by both parties in Paris on
April 29th. 1994, and in light of the agreement reached by both parties that this
protocol is subject to review where the need arises, and following one year of the
implementation of the Protocol, the Palestinian side is hereby inviting the Joint
Economic Committee to a3 new round of negotiations to look into a number of
issues and procedures that have been proven, in practice, to be inadequate and
incompatible with the spirit and purposes of this protocol.

For the first round of negotiations, we propese the following issues:

5 The trade agreement.

2. The Palestinian currency

3. Issues concerning the Agricultural sector
4. Issues concerning laborers

5. Financial & Fiscal issues

MNO. 445
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The Trade Agreement :

L The Paris protocol was based on common joint objectives that were to be
achieved during the past year of implementation of the protocol. There is an
urgent need to review these objectives in light of the achievements. In this
context, we particularly refer to three objectives:

a. To consolidate the Palestinian economic base.

b. To give the Palestinian side increasing economic decision -
making powers.

¢. To improve the economic environment for both peoples.

A preliminary review of the achievements of the past year makes it evident that
the implementation of the Protocol, particularly resulting from Israeli "Security"
measures, has weakened the structure of the Palestinian economy and reduced
the economic performance in Gaza and Jericho to ratios exceeding 25% of the
GNP. The Protocol has obviously failed to create a positive environment between
or for the two peoples, mainly evident in the low investment levels in Gaza and
Jericho during the past year. Despite the fact that the Palestinian side has been
handed over powers in 8 number of economic spheres, the final decision-making
authority has remained in many aspects with the Israeli side whether on the

technical or security levels.

MO, 445
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L. Trade :

In trade in particular, and despite the fact that some elements of the agreement
have been implemented pertaining to import and export and trade between the
Palestinian areas and Israel, after one year of the signing of the protocol, the
following issues still represent a serious obstacle to the positive implementation of P

a trade agreement:

a. The Israeli import policy :
This policy includes The restrictions on countries to trade with,
the limited quantities of imported goods im many items
(quantities that are either not transparent or not clear), in
addition to the fact that this policy is defined according to
Israeli needs and criteria without taking into consideration the
Palestinian needs and Palestinian external relations especially
with the Arab snd Islamic world. ]

b. Standards and specifications:
Up to this day, these standards and specifications have to be
psed in most Palestinisn imports, The main problems in this
ares are the following:

1. The high cost of the necessary tests which is inconsistent
with the size of imports or the standard of living in the

Palestinian areas.
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3. These specifications are higher than the needs and
capabilities of the Palestinian people and local Palestinian
production.
We highlight here the problem of standards regarding the
impnrunfun,hm&tru:kuiﬂlﬂmudurnewunu.
Therefore, it becomes legitimate to question the feasibility of
the Palestinisn commitment to these specifications and the
internal abilities to meet them.
3. The long time required for the tests and the existence of the
testing mﬂnmln:ﬂwﬂihuntacnmmﬂlmmdth;
repetition of tests without due reasons on ports or the Gaza-

Israel crossing point...etc.

¢. The borders with Jordan and Egypt
Despite the agreement om movement and control in the
Palestinian crossing points with Jordan and Egypt, there is a
great amount ufsuﬂinguddehyonthtlsr:eﬁaiﬂeh
implementing this section of the agreement under
administrative, financial, and security pretexts which places the
whole issue ‘mqnutinn.lnpuﬁ:nhr,wtwiﬂnfn here to the
Israeli insistence that the crossing of goods between Jordan and
the Palestinian areas should only take place through Allenby
bridge while the agreement was through the negotiation in
Paris
that Damyeh bridge will be used for the crossing of goods.

NO. 445
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Since we use Israeli ports in our trade, we do not see and

justification for the restrictions on using a Palestinian crossing

point, like Damyeh for that purpose .

This issue in particular requires serious scrutiny in light of the
closure policy that we will refer to in the third part of this
memorandum. Immediate and practical measures have to be

taken or else the whole agreement will be put in question.

d. According to the agreement, Al and A2 lists were t0 be used
as the core component of the Palestinian customs tariff.
However, their limited quantities makes them irrelevant and of
no effect on the economy. There is an urgent need to reconsider
the quantities and types included in these lists especially in light
of the second article in this memorandum,

IL The closure and the concept of Separation : ®

The economic protocol was based, on the principle of free trade, and on 23
situation of inevitable customs union between the Palestinian and Israeli markets
. Therefore, one main component of the success in this case is the free movement
of goods and

merchants and industrialists between Israel and the Palestinian areas. This

means that merchants in Tel Aviv can import goods from abroad for residents of
Gaza and the West Bank and Israel, and by the same token, a merchant from

R ————— . B Pt L P I TlAm A e - —omp
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Gaza ean import goods for consumers in the Galilee, Beer as Sabe', and
Jerusalem and so on and so forth.
The success of this process and the affirmation of the principle of mutual benefit
and equality between the two sides requires the commitment and guarantee of
free flow of goods from the Palestinian side to Israel and vice versa.
The protocol was also based on the principle of free trade for goods produced in
the two countries without any trade or financial or technical restrictions
(e.g. specifications). To implemeant that too, the free movement of national goods
for each of the two sides has to be guaranteed based o the principle of equality
and mutual benefit. e

During the past year, the ecomomic protocol was violated in both cases: the
customs union and free trade, through the halt or obstruction of the movement
of Palestinian goods into Israel and sometimes the other way round. In
particular, Israel is constantly using a policy of security closure and separation of
the Palestinian areas from Israel, the last example of which was what the special
committee which was established for this purposeand presided by minister of
Police, Mr, Shahal, presented.

This policy is based on the following principles:

a. Restricting access between Israel and the Palestinian areas to
certain crossing points (18 such points are suggested for the
West Bank, 7 of which are for the Israelis and some are
restricted to the crossing of goods).

b. Using the model of the Erez and Carny areas as a model for
these crossing points which are more like customs border points

in terms of procedures and complicated measures.
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c. Limiting the kinds of goods that will be allowed to cross,
focusing on un-packaged goods, to facilitate the security check.

d. Limiting the number and kind of merchants and
industrialists who will be allowed entry into Israel in light of the
day to day security situation in Israel

e. Prohibit the movement of Palestinian trucks into Israel ( one-
gided), and use back to back arrangements which are time-
consuming, costly, and impractical, as 2 mechanism for "free"
movement of goods between the two sides.

f. Closing the border areas completely and considering them
closed military areas where entry is strictly prohibited without
a permit, mﬂunlrunthtl'nluthimsid:uﬁhehnrd:m

The Palestinian side believes that the policy curreatly in use in the Gaza Strip
will also be used but in more complicated and difficuit terms in the West Bank
after the re-deployment of the Israeli army in preparation for the elections and
transfer of authority.

The detrimental effects of this policy on the Palestinian ecomomy and trade
movement whether with Israel or the other countries is leading to the gradual
strangulstion of all potential of this ecomomy and to a drawback in economic
performance in all areas and the destruction of the main component in this

economy, namely, marketing of goods and accompanying facilities.

T . . o
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[IL The Palestinian position on the Trade Agreement

The implementation of the economic protocol on trade, and in light of one-year's
experience in this field, and the implementation of a new Isracli security policy
which instates a unilateral security and economic separation, calls for the
reconsideration of this agreement in a way that will better serve the mutual aims
that the two sides are seeking, and in particular, the improvement of the
Palestinian economic conditions and creating adequate environments for
investment and consolidating the independent economic decision-making powers
which take into comsideration Palestinian needs and priorities. This review is

based on the following demands:

1. Thegradual termination of the customs union situation with
Israel until the end of the tramsition period, which means the
quick, but gradual expansion of lists Al, A2, and B.

2. Maintain and consolidate free trade between the two sides,
and ending any administrative, security or technical hindrances
to this end.

3. Allow for the free movement of goods with Egypt, Jordan,
and the other Arab and Islamic countries throngh the crossing
points of Rafah, Allenby, Damyeh, and any other bridges or
crossing points that can be opemed, and to consider these as
outlets for the Palestinian economy to the outside world in light
of the Israeli closure measures.

NO. 445
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4. Apply a declared, transparent and agreed upon impart policy
applicable to goods that will remain outside the new

"Palestinian expanded lists".

5. Reach an agreement on the application of international
standards and labs as a reference for approval of import of
goods into the Palestinian areas for the goods that will remain
temporarily outside lists Al, A2, and B . In this regard , the
importation of used vehicles specially for commercial use (buses
& trucks) is a high priority .

6. Reach an agreement on the crossing points between Israel
and the Palestinian areas to check the movement of goods
imported from outside only and ensure that the markets of both
parties are not harmed by the new policy.

7. The two sides agree on the procedures and mechanisms of
security checks on individuals and goods to guarantee free trade
on an equal basis between the two sides.

NO, 445
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Palestinian . = Authority ;
aJU! CEIFT )

Ministry of Finance
£l . a5 Sy K
Deputy minister Office
Date At No, e seniiciasiagpigh
April 19,199«

Mr. Abrham Shohat

Minister of Finance
State of Israel

—
-

REF. Income tax collections and insurance discounts for the Palestinias; Authority from
the Palestinian ‘workers in Israel

Greetings

In reference to article 5 parghragh 4 and article 7 Paraghragh 3 and 4 o1 1he Protocol
on Economic relations signed in Paris on April 29,1994, Israel is obliguied to transfer
income tax and insurance with withhelds from Palestinians working i the Israel;

number of Palestinian workers and the amounts with held from cmployees. Such
information will belp us virtify PA's untilmeats and reconcile it with such (ransfers,

Accordingly, we demand the Isracli side to present to the PA all information
and statistics neecled 50 as to be able to carry on our responsibilities in tha regards.

Deputy Minister

985882 / 985883 SAGAAY /RAGAAY /4Acan) [ Aroans - 0 yik
Fax : 985880 YABAA: © _s;
P.O.Box: 795 - Ramallgh ﬁuul_,-—ﬂn:.__..‘.rjr
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Palestinian Authority
Ministry of Finance
Deputy minister Office

DatApril 19,1995 sl N .. i S

Mr. Abraham Shohat
Minister of Finance
State of lsrael

Subject : VAT Clearance

Dear Sir,

Greetings

Reference to article VI , paragraph 5 to the Protocol on Econamic Kelation

in Paris on April 29,1994, as well as the Agreement on Preparatary Tunsfer of
Powers and Responsibilities signed in Cairo on August 24,1994 Israel i~ gnizated to
transfer net balance of clearance claims from Unified Invoices presenfed by the
Palestinian side within six days from clcarance meeting date.

We. the Palestinian Authority Presented to you for cleareace VAT on t/nified
Invoices for January and February Purchases of the West Bank on the 30 th of
February and March respectively a total that exceeded 50 million NIS. To this date non
of these moneys were transferred to us. :

Accordingly, we request the immediate transfer of all amounts g2 10 the PA
preserving the right to charge the Israeli side interests on balance due #s of I 'cbruary .
26,1995,

QAGAAT [ AABAAT  SABAAN [ QABAA® @ O yil
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palestinian National Authority
Ministry of Finarce
@zpug;_mi nister Oﬁ-’u

Daiz e 53kl
April 19,1995

Mr. Abrham Shohat
Minister of Finance
State of Israel

Subject : Customs paid by Jericho and Gaza residents

Reference to srticle 111 pargragh 15 of the Economic Relations sigz.nrcl it Paris
April 29,1994, Israel is obligated to transfer all import custom dutics @od by
Palestinian Authority areas Imports within six days of the payments of such dhHe.s

To date, lsracl transferred certain amounts with no details as to the ameunt of
imports, importers' NALES, and types of goods.

Our continued request for information has been disregarded, thus mdnﬁ%ﬂm
essence for the Paris Agreement.

Accordingly we request the immediate provision of the following informanon :

1- Size of imports on monthly basis.

2- Size of imports according to size of customs for each categon e o fler
monthly basis.

3- Size if imports according to names of importers.

4- Size of ilhustreted Customs, Tncome Tax and VAT revenues.

In order to verify setilements of PA with both the [sraeli side and Palestimusa myports.

Tel ~985880 / 985881 /9858 SADAAT [ AAGAR® - oAAY [AABAA T o

Fax : 985880 AAOAA: & SU
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pril 19th. 1995
¥ Sl
|
Mr. Abrham Shohat |
Minister of Finance
State of Israel
Subject : VAT for May 17th, Dec. 31,1995 .
Greetings
Not \.\'ithsmndir.ding our (?eaules? efforts in regardsto the transfer of
VAT collections from Gaza and Jericho residents working in Israel for the period
May 18 - Dec. 31,1994 1o response was granted .
With the utilization of the Unified fnvoices the [*alestinian Authority
missed Miltions of us . Actuall figures <how that PA value added tax collecnions
from Gazd and Jericho purchases nppruximntm‘l 10 Milhwn US D per Month .
Thus, Isracl awes the PA almost 70 million US D for the preceding duraton .
While requesting for the transfer of such money we o PA, preserve our right
All the best . .
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Palestine National Authority duideudilli clgll a1 I
MINISTRY OF ECONOMY AND TRADE - INDUSTRY deliall — bylailly sLaid¥! byl
T, ’
il )

RO sttt s B
5T il
JEC MEETING-MAY 21,1995
TENTATIVE OUTLINE: AGENDA
1- Economic Agreement: e
R r B3
a-Expanding lists Al, A2 & B (products & quantities) AT M S i i) .
; TR
b-Freight Passages (Rafah & Allenby) . . <o, L
c-Agreements on procedures:
*-Agriculture e A
*_Donations o/ '*
*_Returnees v |
*-Trade procedures %
|
d-A Reassessment after the closure. & /(1 (% a%
2- Clearences (VAT, Customs, others) f 1y (g
SRR
Iy |I II||I|
3- Other items: _ ! .
a- Industrial Zones () [»
& :
Yy '.In-.ﬂ V5 b-Donations & Exemption from import taxes (the cases of UNRWA,
\. % RN UNDP, Foreign Representative offices in Gaza) .
\W'v ec-Import Licensing & Registration of Companies in Jericho Area . {/ drip )
) a . :
FY d-Changing Import taxes in Israel: (Cigarettes, TV's..)
W\ e-Investors residency permits .
|
\ J

DAHYAT AL BARID : TEL . 02 - 980040 [ FAX 02 - 980041

GAZA OFFICE: TEL. 07 -829140 [FAX 07 - 823343
JERICHO OFFICE: TEL. 02 - 922289 /02 - 921162
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THE INTER-MINISTERIAL PROJECT TASK FORCE

11.6.1995
95-34503
Vardi - Benvenisti

JORDAN - ISRAEL

LIST OF PROJECTS

IN THE

IMPLEMENTATION AND PREPARATION PROCES:

K| TRANSPORTATION

a. Border Crossings

1.1 Border Crossings -
Border crossings have been opened and roads paved
connecting them to the Israeli and Jordanian road
networks. Total investment in Sheik Hussein - Beit
She'an and Araba (Arava) crossings is estimated at
$ 3 million.

b. Roads

1.2 The Jordan - Israel - Egypt Road Connection -
A feasibility study of two alternative reoads:
- A-5afi - Nitzana road
- Eilat ring road (bypass)
is under way at an estimated cost of § 2.5 million
The study is done by a German company - GOPA. and
funded by the German Governinent.

c. Railroads

1.3 The Jordan - Israel Railroad Connectian -

The sides are preparing Terms of Reference (TOR)
for feasibility studies for the following three
projects:

A-Safi - Sdom - Wadi Zin

Wadi Zin - Agaba-Eilat

Irbid - Haifa

The project scope is about $ 5 million. Contacts
have been initiated with French sources of finance.




d. Airports

1.4

WATER

2.1

2.2

2.3

ENERGY

A joint International Airport for the Agaba - Eilat
Region -

A joint team will study the international
experience in the operation of binational airports
and prepare TOR for the proposed join airport. The
US - TDA will finance a $§ 05 million pre
feasibility study of the project.

Water Projects Derived from the Peace Treaty -

An agreed TOR for the following projects

has been prepared:

- Storage Dams on the Yarmouk and the Jordan Rivers

- Desalination of Lake Kineret brackish spring
waters

- Waste water treatment plants

- Water conveyance systems to Amman and Irbid

Total investment in the above projects is estimate

at § 650 million. The German Government announced a

$ 15 million fund to finance the feasibility study

of theses projects.

A Master Plan for Water Resources Development

in Jordan, including the Jordan Rift Valley (JRV),
is being prepared by the firm Development
Alternatives Inc. and being financed by the USAID

Training in Hydrology, Water Resources Development
and Water Sector Management Issues -

About 200 people from the region have been trained
in seminars in France, Japan, United Kingdom,
Jordan, Oman, Egypt, Israel, the Netherlands.
Australia, Norway, at a cost of more than $

500,000. These seminars have been initiated by
parties to the peace process.

a. Electricity

il

Interconnection of Israeli and Jordanian
Electricity Neiworks -

An Austrian study suggested the following
connections:




- Agaba - Eilat - Taba connection. The Eilat-Aqaba

part is

in the bidding stage. The project scop e

is $ 1.5 million.

- The Dead Sea Area. The connection in the area
south of the Dead Sea is under investigation.

- Tel - Or
million.
b. Seismology

32

- Irbid. The project scope is § 14

Seismological Network. Wireless connection of the
seismological stations have been done at the cost
of $ 0.1 million.

c. 0i1 and Gas

3.3

0Dil and Gas Pipeline -
Connecting the refinery at Zarga to Haifa port

(following

IPC pipeline) is in the stage of TOR

preparation. The cost of the feasibility study is

estimated

at about $ 2 million. The subject is been

handled by the 0il Services Co. of Israel.

d. Marine Agriculture

34

Marine Institute. A cooperation project between the
marine institutes in both countries is in
preparation with an estimated budget of § 3

million.

TELECOMMUNICATION

4.1

Interconnecting Networks -

4.1.1

Amman - Tel Aviv and Eilat - Agaba
microwave connection at the cost of § 0.3
million.

Connecting the Jordanian system to the
under-sea fiber-optics cable of Israel.
Preparatory work is under way.



in

4.13 Connecting Amman to the internalional
computer superhighway. The US-TDA is
financing a $ 0.5 million study of this
project.

ENVIRONMENTAL PROTECTION

5.1 Emergency Response to Sea Pollution -
A Multilateral project with a scope of ECU 6
million. The Europeans are financing the Egyptian
station at Nueiba, the Japanese - the Jordanian
station in Agaba, and the Israelis will finance the
station in Eilat. The Europeans will finance part
of the cost of joint activities.

52 Environmental Management of the Gulf of Agaba -
A joint study TOR is under preparation. Project
scope is $ 1 million.

TOURISM

6.1 The lowest Park on earth (the Dead 5Sea Region) -
A list of projects for join discussion has been
prepared in the scope of § 3 million.

6.2 Underwater Park - Gulf of Agaba -
The Americans and the Europeans have expressed
interest in financing of the project.

6.3 Joint Marketing of the Region in the U.S.A. -
Project scope $ 0.1 million.

6.4 A Study of the Tourism Potential of the Gulf of
Agaba Shores from Sharem E-Sheik to Agaba. The
European Union (EUy will finance this project.
Project scope is ECU 10 million.

6.5 A Study of the Tourism Potential of Jordan -
The project includes the JRV region and the Dead
Sea area. The two years project is financed by the
Japanese organization - JICA

AGRICULTURE

7.1 Regional Gene Bank for Seeds, Plants and Tissues -

The World Bank will prepare TOR for the feasibility
study.




7.2 Effects of Desertification Process -
A joint Jordanian - Palestinian - Israeli
project. The region being studied is north of the
Dead Sea up to the Gulf of Agaba. Project scope is
$ 0.2 million. An agreement for imp!ementing the
project has been signed.

REGIONAL DEVELOPMENT

8.1 Coordinated Development of the Gulf of Agaba Region
A project to develop a coordinated plan (including
detailed feasibility studies for specific projects)
is supported by the European Union (EU). The
project scope is ECU 8 million. A German company
(Dornier) is working on the first stage.

8.2 Coordinated Development of the Jordan Rift Valley -
The project is managed by a Joint Steering .
Committee. Project scope is $ 5 million. The World
Bank is financing the project together with
Italian, Japanese and possible other donors. The
first stage is being implemented by an american
company Ecology and Environment Inc. The bidding
process for the second stage ($ 3.6 million) is
under way.
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INDUST S GAZA AND THE WEST BAN
AN OUTLINE

The PA will have Export Oriented Industrial Estates in the
Gaza Region and the West Bank. The exact locations and
priorities among the sites will be determined after agreement

between the parties concerned and technical feasibility
studies.

The Estates (500-1000 dunams each) will be located on or near
the 1line with Israel (such as Kasem, Rantis, Harbata.
Tarkumiya, Nahal o0z). They will be connected to reliable
infrastructure and enjoy a special legal and investment
incentives regime.

The Estates infrastructure will be financed by grants from
home countries of potential foreign investors (US, UK,
France, Germany, EU, GCC, Japan, the Scandinavian countries).
The home countries will alsoe provide their investors with
investment insurance (guarantees) and lines of credit.

The PA will establish an independent authority with the power
to grant land, licenses, permits and gquarantees to private
developers - managers of the Estates and to investors in the
Estates (the PIEA).

The private investors in the Estates will enjoy the following
incentives:

5.1 A stable legal regime guaranteed by the PA legal
framework and a standard contract with the PIEA.

52 Low cost developed land.

5.3 Connection to a well <developed source of
infrastructure services - electricity, water,
telecommunications, land, sea and air transport
gtc.

5.4 Duty free access to the US and EU markets.

5.5 Access to low cost finance and investment insurance

provided by the home countries of the investors and
multilateral organizations

5.6 Ten years income tax holiday

5.7 Duty and tax free access to inputs for production
for export.

5.8 Double taxation agreements with the home countries

of the investors.



3.4.1995 A FRAMEWORK FOR INDUSTRIAL PARKS
95-34171
IN

GAZA AND TH ST _BANK

The following is an attempt to outline a concept for building industrial
estates in Gaza and the West bank.

= | Export Oriented Industrial Estates will be located within
Gaza Region and the West Bank on (or near) the Tline with
Israel and will provide a comprehensive framework of legal
and physical infrastructure and incentives to export oriented
Foreign Direct Investment (FDI) (including Joint Ventures
(J/V) with Palestinian investors). The Estates will be
established and managed by foreign investors (with or without
Palestinian investors). The exact Tlocations and priorities
among the sites will be determined after agreement between
the parties concerned and technical feasibility studies.

: Most of the powers of the PA required for the establishment
of industrial Estates in the Gaza Region are set out in the
Cairo Agreement (May 1994). The PA powers in the West Bank
are subject to finalization of agreements.

3 The legal framework for the establishment, investment and
operation of the Estates and the investors in the estates
will be based on the Civil Code (the Mejelle), the relevant
British and Mandatory legislation, the Israeli Military
Orders, Jordanian Legislation (the West Bank) and the Cairo
Agreement - 1994, Legal experts are of the opinion that the
current legal framework in the Gaza Region and the West Bank
provide a sufficient framework in the following subjects:
land, planning, taxation, utilities, labor, environmental
protection. In addition the commercial legal framework
includes the subjects: contracts, companies law, Ticensing
and permitting, bankruptcy, negotiable instruments,
arbitration and intellectual property. The legal basis for
tne courts and enforcement exists but needs strengthening.

4 In addition to the general legal framework, the establishment
and operation of the estates will be based on agreements and
contracts between the PLO, PA and Israel, the PLO, PA and the
home countries of the potential FDI, the PLO, PA and the West
Bank Civil Administration and the Estates Authority, the
Estates Authority and the Estates developers and managers,

and the Estate Authority and the investors operating in the
Estate.




A Palestinian Industrial Estates Authority (PIEA) will be
established as an independent agency (i,e., answerable to no
specific ministry, but operhaps to the «cabinet or a
legislative committee). The PLO, PA and the West Bank Civil

Administration provides and gquarantees the PIEA the
Following:

5.1 LAND - A long term low cost lease (minimum of 49
years, renewable), free of any third party claims,
fully transferable by the PIEA to any other
"qualified" entity ("qualified" is determined by
the PIEA for each Estate by regulation and the
contract with the investor manager of the Estate),
with ability to use the lease as collateral for
debt finance.

5.2 LONING - The right to issue all necessary permits
for the infrastructure and structures in the
Industrial Estates.

53 INFRASTRUCTURE - The power to access (from the PA
or Israel), build and operate infrastructure
services to the estate and its tenants the
following  services: electricity, water and
sewerage, telecommunications, security, and any
other required services.

5.4 IMMIGRATION, WORK AND RESIDENCE - The power to
grant permits or facilitate in obtaining the
permits,

5.5 ENVIRONMENTAL PROTECTION - The power to grant

permits or facilitate in obtaining the permits.

5.6 INVESTMENT GUARANTEE AND DISPUTE SETTLEMENT - The
power to grant guarantees against expropriation and
nationalization by the PA and offer appropriate
mechanisms and places for dispute settlements.

For the West Bank the subjects of land registration and
zoning will be different. The West bank Civil Administration
will have to grant the power in this subject to the PIEA.

The incentives' framework for the Export Oriented Industrial
tEstates of the PIEA will be as follows:

7.1 To assist the developers and investors, the on site
infrastructure and the connection of the Estate to
the general infrastructure system will be provided
by the home countries of the investors in the
Estate. Each home country (the Donory will give
grants to cover the cost of land development and
the provision of to the site and on the site




infrastructure (electricity, water and sewerage,
telecommunications, roads, security etc) in a
certain location. The land and infrastructure wil]
be provided at very Tow cost to the investors in
the Estate

y The home countries will establish lines of credit
for long term finance of enterprises in the Estate.

These Tines of credit will provide soft loans to
investors.

7.3 The home countries will provide their investors
with investment insurance. MIGA will provide its

insurance to the developers and investors in the
Estate.

7.4 Exporters will be provided with the existing
customs arrangements for duty and tax free access
to production inputs.

7.5 The PA will grant the developers and investors in
the Estate an income tax holiday period of 10 years
from the start up of the operation

7.6 The European Union and the United States of America
will grant the enterprises in the Estate the same
trade privileges granted to Israeli enterprises.

8 The Israeli authorities will provide the PIEA (through the
PLO and the PA) and the investors in the Estate the
following:

8.1 Information on land use planning and other relevant
data on site selection, planning and development

8.2 Utilities (Electricity, Water, Telecommunications)
at an agreed price and service formulae.

8.3 Access to land, air and sea transport facilities in
Israel.

8.4 Immigration, residence and passage permits for the

Estates workers and investors.

8.5 A Double taxation agreement with the PA, including

a tax sparing clause (to be negotiated with the
Israeli tax authorities).

8.6 Access to the Israeli capital markets, and an
agreement on repatriation of dividends and capital.




LOCAL INDUSTRIAL ESTATES
IN
IN THE WEST BANK AND GAZA

Six Local Industrial Estates (250-500 dunams each) will be
located near the Palestinian population centers (such as in
Nablus, Hebron, Gaza). They will enjoy the existing Tlegal
framework and incentives in accordance to the private sector
development policy of the Palestinian Authority (PA). The
international assistance for the Estates will come from
multilateral organizations and donor countries.

The Local Industrial Estates will provide the infrastructure
for mainly local market oriented production or for export to
Jordan and Israel. The estates will be attractive mainly to
the palestinian private sector (including palestinian
investors from abroad). These estates will not need a
sophisticated legal and incentives framework and can rely on
the private sector development policy developed by the
Palestinian Authority (PA). The estates will be established
and managed by the Palestinian with or without foreign
investors) private sector.
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THE INTER-MINISTERIAL PROJECT TASK FORCE

Benvenisti - Vardi

1.5.1995
95-34722
REGIONAL PRIORITY PROJECTS
3 "FLAGSHIP" PROJECTS - COORDINATED DEVELOPMENT OF:
1.1 THE JORDAN RIFT VALLEY
1.2 THE GULF OF AQABA
1.3 THE SOUTH EAST MEDITERRANEAN COAST
2 WATER RESOURCES DEVELOPMENT PROJECTS
2.1 Urban and Rural Water Management Projects
2.1.1 Storage and Diversion Dams
2.1.2 Water Conveyance Systems
2.1.3 Waste Water Reclamation
2.2 Desalination of Sea and Brackish Water Projects
2.2.1 The Mediterranean Coastal Plain
222 The Jordan Rift Valley and the Gulf of
Agaba
3 TOURISH INFRASTRUCTURE DEVELOPMENT PROJECTS
kN | Master Plans, Local Roads, Airports, Marine Ports,
Water and Sewage Systems etc.
3.1l The Dead Sea
232 The Gulf of Aqgaba

3.1.3 The South East Mediterranean Coast




TRADE AND INDUSTRY INFRASTRUCTURE DEVELOPMENT PROJECTS

4.1

4.2

Roads, Railroads, Bridges and Border Crossings
4.1.1 East - West
4.1.1.1 Amman - Gaza
4.1.1.2 Irbid - Haifa
4.1.2 North - South
4.1.2.1 Dead Sea - Gulf of Agaba
4.1.2.2 Amman - Cairo
4,1.2.3 Tel Aviv - Gaza - Cairo

Border Crossings, Logistical Centers and Industrial
Parks

42,1 The Jordan Rift Valley

4.2.2 The West Bank and Gaza

ENERGY, TELECOMMUNICATION AND THE ENVIRONMENT

2

5.2

a3

5.4

Interconnection of Electricity Grids
Agaba - Eilat - Taba Duel Purpose Power Stations
Regional Optical Fiber Cables Links

Environmental Management in the mediterranean, the
Gulf of Agaba, the Dead Sea and the Jordan River



"FAST TRACK" PROJECTS

COORDINATED DEVELOPMENT PLANS

1.1 The Jordan Rift Valley
1.2 The Gulf of Agaba
1.3 The South East Mediterranean Coast

WATER RESOURCES DEVELOPMENT PROJECTS

2.1 Storage and Diversion Dams:
2.1.1.1 The Yarmouk - Addassiya
2.1.1.2 The Jordan River - Wadi Yabis

2.1.1.3 Wadi Araba

2.2 Urban and Rural Water Management Projects:
2.2.1 Waste Water Reclamation:
2.2.11 The Gaza Region

2.2.1.2 The West Bank Population
Centers

2.2.1.3 The Jordan Valley

2.2.1.4 The Dead Sea Region

2.2.1.5 Taba - Eilat - Agaba
222 Water Conveyance:

2.2.2.1 The Jordan Valley to Irbid and
Amman

2.2.2.2 Southern Ghor Irrigation
2.2.2.3 Wadi Araba Irrigation

2224 Eilat Reclaimed Water



23

Desalination of Sea and Brackish Water Projects:

23.1
232

2.3.3

Gaza Region
Sea of Galilee
Agaba - Eilat

TOURISM INFRASTRUCTURE DEVELOPM PROJECTS

il

3.2

33

The South East Mediterranean Coast Project

The Dead Sea Region - "The lowest Park on Earth®

Project

The Gulf of Agaba Project

TRADE AND INDUSTRY INFRASTRUCTURE DEVELOPMENT PROJECTS

4.1

4.2

East West Connections

4.1.1

4.1.2
4.1.3
4.1.4

4.1.5

4.1.7

King Hussein (Allenby) Bridge and access
roads

King Abdullah Bridge and access Roads
Damia Bridge and Access Roads

Irbid - North Shuna Highway

Kufrhooda - Damia Junction Highway

Road Connections from the Bridges West to
Jerico, Jerusalem, Nablus - Shekhem and

Haifa
Elevated Road from the West Bank to Gaza

North South Connections:

4.2.1

4.2.2

4.2.3

North Shuna - South Shuna - A-safi
Highway

Beit Shean - Jerico Highway

A-Safi Nitzana Road or the Agaba - Eilat
Ring Road



43

4.4

4.2.4 Gaza - Cairo Highway
4.2.5 Dead Sea - Agaba Railroad

The Jordan Rift Valley Border Crossings and
Logistical Centers

The Industrial Parks in the West Bank and the Gaza
Region

ENERGY, TELECOMMUNICATION AND THE ENVIRONMENT

5.1

5.2

5.3

54

Interconnection of Electricity Grids:

5.1.1 Agaba - Eilat - Taba - Sinai

5.1.2 El-Arish - Gaza - Ashgelon

5.1.3 Amman - Jerico - Jerusalem - Tel Aviv
5.1.4 Irbid - Haifa

Agaba - Eilat - Taba Duel Purpose Power Stations
Regional Optical Fiber Cables Links:
5.3.1 Amman - Tel Aviv - Europe

53.2 Amman, Tel Aviv and Gaza to the Red Sea -
the Indian Ocean Cable

Environmental Management Projects:

5.4.1 The Mediterranean Sea
5.4.2 The Gulf of agaba
5.4.3 The Dead Sea

5.4.4 The Jordan River




"FAST TRACK" PROJECTS

A SHORT LIST

PRE-FEASIBILITY AND FEASIBILITY STUDIES

1 Within Three to Six Months

i 1.1 Border Crossings (Two-Lane Bridges, Offices, Back
to Back loading and unloading facilities, storage,

| services etc) - Beit Shean, Damia, Allenby,

1.2

1.3

1.4

1.5

1.6

1.7

1.8

1.9

1.10

L11

1.12

Abdalla, Safi, Arava.
Industrial Estates in the West Bank and Gaza.

Water Projects under the Jordan - Israel peace
treaty (the Yarmouk - Addassiya storage and
diversion dams, the water conveyance system to
Amman, waste water reclamation etc.)

A Joint International Airport in Eilat - Agaba.

Wadi Arava Water Resources Development

Egypt - Jordan International Road.
Environmental Management in the Gulf of Agaba.
Eilat - Agaba Waste Water Reclamation

Regional Opti Fiber Cables Links.

Master Plans for the Jordan Rift Valley and The
Gulf of Aqgaba.

The Red Sea - Dead Sea Canal.

Waste Water Reclamation in the Gaza Region.

Tourism Master plans for the Dead Sea and the Gulf
of Agaba.

Gaza - Amman Road.

Irbid - Haifa Electricity Lines Connection.



Beyond Six Months

2.1

2.2

2.3

2.4

2.5

2.6

2.7

Desalination of Brackish Water in the Jordan Rift
Valley.

Waste Water Reclamation in the Jordan Rift Valley.
Duel Purpose Power Stations in Eilat - Agaba
The Dead Sea - Red Sea Railroad Connection.

The East - West and North - South International
Roads.

Sea Water Desalination

Environmental Management of the Jordan Valley and
the Dead Sea
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THE INTER-MINISTERIAL PROJECT TASK FORCE

9.4.1995
95-34503
JORDAN - ISRAEL
L OF PROJECTS
IN THE
IMPLEMENTATION AND PREPARATION PROCESS
5 | TRANSPORTAT ION
1.1 Border Crossings -
Border crossings have been opened and roads paved
connecting them to the Israeli and Jordanian road
networks. Total investment in Sheik Hussein - Beit
She'an and Araba (Arava) crossings is estimated at
$ 3million.
1.2 The Jordan - Israel - Egypt Road Connection -
A feasibility study of two alternative roads:
- A-Safi - Nitzana road
- Eilat ring road (bypass)
is under way at an estimated cost of $ 2.5 million
The study is done by a German company - GOPA, and
funded by the German Government.
1.3 The Jordan - Israel Railroad Connection -
The sides are preparing Terms of Reference (TOR)
for feasibility studies for the following two
projects:
A-Safi - Sdom - Wadi Zin
Wadi Zin - Agaba-Eilat
The project scope is about $ 3 million. Contacts
have been initiated with French sources of finance.
1.4 A joint International Airport for the Agaba - Eilat
Region -
A joint team will study the international
experience in the operation of binational airports
and prepare TOR for the proposed join airport.
2 WATER

2.1 Water Projects Derived from the Peace Treaty -
An agreed TOR for the following projects
has been prepared:
. Storage Dams on the Yarmcuk and the Jordan Rivers
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2.3

ENERGY

3.1

3.2

33

34

- Desalination of Lake Kineret brackish spring
waters

- Waste water treatment

- Conveyance systems to Amman and Irbid

Total investment in the above projects is estimated

at $ 650 million. The Europeans and the Japanese

have been approached to finance the projects.

A Master Plan for Water Resources Development
in Jordan, including the Jordan Rift Valley (JRV),
is being prepared by the firm Development
Alternatives Inc. and being financed by the USAID.

Training in Hydrology, Water Resources Development
and Water Sector Management Issues -

About 200 people from the region have been trained
in seminars 1in France, Japan, United Kingdom,
Jordan, Oman, Egypt, Israel, the MNetherlands,
Australia, MNorway, at a cost of more than §
500,000. These seminars have been initiated by
parties to the peace process.

Interconnection of Israeli and Jordanian
Electricity Networks -

An  Austrian study suggested the following
connections:

- Agaba - Eilat - Taba connection. The Eilat-Aqaba
part is in the bidding stage. The project scope is
$ 1.5 million.

- The Dead Sea Area. The connection in the area
south of the Dead Sea is under investigation.

- Tel - Or - Irbid. The project scope is § 14
million.

Seismological Network. Wireless connection of the
seismological stations have been done at the cost
of $ 0.1 million.

0i1 and Gas Pipeline -

Connecting the refinery at Zarga to Haifa port
(following IPC pipeline) is in the stage of TOR
preparation. The cost of the feasibility study is
estimated at about $ 2 million. The subject is been
handled by the 0il Services Co. of Israel.

Marine Institute. A cooperation project between the
marine institutes in both countries is in
preparation with an estimated budget of § 3
million.




4 TELECOMMUNICATION
4.1 Interconnecting Networks -
4.1.1 Amman - Tel Aviv and Eilat - Agaba
microwave connection at the cost of $ 0.3
million.
| 4.1.2 Connecting the Jordanian system to the
| under-sea fiber-optics cable of Israel.
i Preparatory work is under way.
5 ENVIRONMENTAL PROTECTION

A Multilateral project with a scope of ECU 6
million. The Europeans are financing the Egyptian
station at Nueiba, the Japanese - the Jordanian
station in Agaba, and the Israelis will finance the
station in Eilat. The Europeans will finance
part of the cost of joint activities.

‘ 5.1 Emergency Response to Sea Pollution -

5.2 Environmental Management of the Gulf of Agaba -
A joint study TOR is under preparation. Project
‘ scope is § 1 million.

6 TOURISH
6.1 The lowest Park on earth (the Dead Sea Region) -
| A list of projects for Jjoin discussion has been

prepared in the scope of § 3 million.

6.2 Underwater Park - Gulf of Agaba -
The Americans and the Europeans have expressed
interest in financing of the project.

6.3 Joint Marketing of the Region in the US.A. -
Project scope $ 0.1 million.

6.4 A Study of the Tourism Potential of the Gulf of
Agaba Shores from Sharem E-Sheik to Aqgaba. The
European Union (EUy will finance this project.
Project scope is ECU 10 million.

6.5 A Study of the Tourism Potential of Jordan -

The project includes the JRV region and the Dead Se
area. The two years project is financed by the




Japanese organization - JICA

AGRICULTURE

7.1

7.2

REGIONA

8.1

8.2

Regional Gene Bank for Seeds, Plants and Tissues -
The World Bank will prepare TOR for the feasibility
study.

Effects of Desertification Process -

A joint Jordanian - Palestinian - Israeli
project. The region being studied is north of the
Dead Sea up to the Gulf of Agaba. Project scope is
$ 0.2 million. An agreement for implementing the
project has been signed.

EVELOPME

Coordinated Development of the Gulf of Agaba Region
A project to develop a coordinated plan (including
detailed feasibility studies for specific
projects) is supported by the European Union (EU).
The project scope is ECU 8 million. A German
company (Dornier) is working on the first stage,

Coordinated Development of the Jordan Rift Valley -
The project is managed by a Joint Steering
Committee. Project scope is § 5 million. The World
Bank 1is financing the project together with
[talian, Japanese and possible other donors. The
first stage is being implemented by an american
company Ecology and Environment Inc.
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The process of bring L2 fruition the =conomic program underlying
the peace process recuires the concer-ed cooperatlion of the two
parties --the palestinian Authority =and the Government of Israel-
- and the donors. Each carry responsikilicies and therefore are
accountable. The fo-lowing is a 1ist cf needed actions of each:
pslestinian Authorit.:
2. Public Fina:ce
1. Tax Collection: ConTt.nie with IMF designed

program and timetabl= on building administrative

STrUcTAIE,

a. Fricrity Step:

i) Connect cchputer Systems with Israeli
data base “cor Gaza.

B Budge: Controls:
a. Priority Steps. .

v1) Appoint Directors of the Treasury and
Budget anc staff supporting units.

'2) Establish zudget with political
consensus

.3} Freeze sa.xIies and most hiring.
(a3 Cleose min.s-erial sub-accounts.

{5) Eliminate "cutside® budgetary
expenditu ‘e:

B. Institutional Reforms:
e Ministerial Coordinstion:
a. Priority Steps: .

{1) Establish Cabinet subcommittee to define
inter-min:sterial responsibilities.

(2) Agree at Cabinet level on one common
1ist of priorities for investment and
technica. assistance.

(3) Establist and designate Chair for Joint
Economic .iaison Committee.

2. Implementation Capac -ty:

a. Priority Steps



Government cf Isras

A.

8

Prrivare

-

i)

£l

(Bl

ol ¢

Decentraliz- implementation through
PECDAR uti:izing municipalities,
village councils, NGOs, ministries, and
UN agencies for project design and
sxecuzion.

package sul grojects 1nto larger tenders
ro at-ract recicral and international

t-nalize ancd issue Investment Code
fafter moé:fication) .

Agree or. £ tas for Industrial Estates.

i

agree with
understand
EstatLss.

0. on underlying
35 Lc support Industrial

Establish Housing Banking Facility, and
decide on “inancial sector institutional
structure

Tax Transfers:

8

Priority Steps:

e 0

1 2)

(3)

(a

4]
!

Pass on V&[T clearances and other tax
transfer fo- the West Bank.

Review tax transfers especially in areas
(such as in petroleum excise taxes)
where "macrceconomic" estimates differ
from actual transfers in order to
reconcile d:fferences.

Facilitat= -onnection of computerized
tax recoris for Gaza.

In view o che PA's financial crisis,
advance provision for the transfer of
custom duties, purchase taxes, and
excise taxes for goods to the West Bank
even before full empowerment, or in
conjuncticn with the transfer of
additions’ spheres.

{(§) Return ta> files of entities where

fem et ol T e ol il LA D

of good standing and minimum security
risk, especially businessmen and i

e m e



(019

nsuTpIion cr prodactior is taking {r
o

=5
place in the West Bark.

£ v3:.6:27 Taxes anc . _sarances on a
regul:r ané timely s.~hedu.e.

P

| 5 Estzl. ish internatizaal arbitration
cemzi-t=e to settle .ssues of disputed
tax ¢ .esTrances and transiers.

. Budget Ccntrols;
. < B Priority Stegs

- i technica. zssistance and

(2 EY
vs-: :ng in budgetary management.

o

Cc. Promotion of Trade ai.d the Private Zector.

p i Priority Steps

(1} Bua-lu urgently modern "trans-shipment”
£aci i-ies at key borde: points.

(2} Issu- psrmanent passes {or Palestinians
of g.od standing a=d minimum security
rizk especially businessmen and
trad-=Irs.

3) Agrwe with palesti:.an Authorities on
measures Lo promote trade with
industrial estates tO b= established on
ralestinian territories.

| (4) Faci.itate clearances of imports and
expcrts, including aid shipments,
thrcagh customs.

(5) ©Pass on "Zone A" incentives for Israeli [
or j=-ant Israeli/Palestinian businesses
thaz establish enterprises in the West
Banx and Gaza.

Donors

A. Budgetary and currsnt expenditure support.

1. Priority Step#:

a. provide rfunding under a time-bound program to
| cover deficits in the palestinian
puthorit Ltes’ budget.

b. Agree =c a timetable according to which funds




(004

must be transfer:«d zo the Palestinian r}S
Miznistry of Finar :# <o aveid liquidity
preoklems
& Funé or provide 1 --canical assistance to the
PA's Ministry of “iznance on tax and budget

management .

d. If furding for tl:: police is to continue
under & separate account, agree on the total
numnber of police, :=2t Just those to receive
fFunsing.

Disbursement -f Fledges.

i Priority Steps:
a. Reconfirm pledges -2ffered in October 19%3.
b. Cofinance con-go:r: or up-coming World Bank or

UN administered p:c-ects.

c. Restructure programs to promote accelerated
implementation arz irtensified labor content;
strengthen and de_=gste decision-making and
supervision to fisz.d staff. Progress to be

reviewed by the AHLC Secretariat and reported
to “he donors.

a. Deblock loan pledges (meeting to be organized
in April/May amonz donors providing loans).

FPromoticr. of -he Privace Se--or

o

;i Priority Steps:

a. Offer preferentia. :zrade access to
Palestinian produces goods.

b. Offer incentives und political and commercial
guarantees for private investment in the WBG.

e, Firance or cofinanz: infrastructure
investments for industrial parks.

d. Fund private invest-r visits to the WBG.

e. Provide or fund technical assistance for

legal, regulatory. and business promotion for
the Palestinian territories.
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Hest Bank and Gaza Strip--Report on Fiscal
= { - = 4
The "Understanding on Beverues, Expendituree and Doncr Funding for the

Palestinian Autherity, October 1, 1994=March 21, 1995" (hereafter the
"Underatanding”) signed at the AJ Hoe Liaison Committee (AHLC) meeting in
Brussels on November 30, 1894 calls for the Palestinian Authority (PA) to
provide to the AHLC menthly repcrts on: (i) the iaplementation of specific .
policy actions and administrative izprovements to establish and enharce the
fiscal systea) and (ii) data on and analyesis of the latest fiscal reveanue

and expenditure developments. niz secend ponthly repert describas

institutional developments in ths fiscal area inm Bath tha Gaza Eerip and
Jericho Area (thereafter Gaza/Jerichs) and the West Bank since October 1854,
29 well az fiscal revenue and exgenditure developments in Gaza/Jericho

during COctober-Decenber 1894, ard in the West Bank in Decembar {994, the

first month covered by the "Agrecpent on Preparatory Transfers of Povers and

Responsibilities" {(hersafter "Early Empoverment"). .
1% Implemsntaticn of pelicy snd administrative

pctions to eatablish and erhance the fiscal system

a. Qverview e

Thers has bea_n continuad pregress in tax sdeministration in beth the
best Bank and the Gsza Btrip since the last repors. The srgenizational
structurs s largely in place| recruitaent has alzmcst been coopleted:
eurficient training has been provided or is being prepared; and regiatraticn

and centrol of taxpayers is advancing. Iszprovesents in these sreas are
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producing positive results, as seen in the increazed domestic tax revenue
collection in Decesber in Baza/Jeriche and atrong tax collection in the Hest
Bank in December, the first conth of “"Early Empoverment™ (see belowv).
Nevertheless, further action is needed, aspecially in the areas of the
settlesent of taxpayer arrears, procedures for tax clearance with the
leraeli autheorities, muditing, revenus pRnagesent, and tax enforcement, In
the area of fFiacal expenditurs management, progreas has been slover, In
particular, 1t 13 recognized that the existing crganizational struccure of
the Hinistry of Finance needs to be adjusted and senior staff positiens
filled, to allow for effective budget preparation and treasury operations.
In the circumnstances, efforts to monitor actual expenditures need to ba
intensified Further, with a viev to ensuring that tha broadest range of

governoent expenditures is covered.

b. Implezentaticn status of zeasuras

te ipprove the PA ctax adginistration

Progreas in tax administration in the West Bank and Gaza Strip has
continued te strengthen. The main elezents of the crganizaticnal afructure
ef the Ministry of Finance are nev in place, and =ll senior staff, except
the Beneral Directer for Incosze Tax, have been appeinted. The pscruitment
of junior apaff in both Gaza/Jericho and the Heet Bank is mlmost ceomplete.
The reeded training and refresher courses fer the Weet Bark staff have beean
provided, and additional training for staff from the Gaza Btrip is being
arranged. Considerable additional means le.g., office squipzent,

telephones, cara) have been acquired, thereby enhancing the functioning ef
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tax offices and contrpols st checkpoints. MNegotiations on the
recstablishment of tax copputer links for the Baza Btrip are evpscted ko ke

concluded within the neaxt feu yesks.

Btrengthenad contrels have contributed significantly te the reported
prograss. The sandatery tax guietus systez, vhich requires proof of having .
no outstanding tax obligations vhen creesing the checkpoints, i= being
enforced. Although still ac an early stage, the taxpayer registration
cappalgn has been successful; in the Gaza Btrip, the number of active
taxpayera fer VAT haz increased by 200 percent and that for income tax by
400 percent, Meanvhile, large taxpayers have largaly been identifiad and a
re-assesszent of their tax cbligations is undervay, these efforts are
expected to help improve collsction of past tax liskilities and ascertain
the size of the tax base and revenue potencial. The cross—checking of
inferzation betveen VAT and inceme tax daclnratiaAa hasz been initiated to
identify discrepancies in past statesenta. Similarly, inforeation sbout .
importers will be analyzed. Comoittees to seitle tax arrears hava heen
forzed in both the Hest Bank and the Gaza Strip. Over the next month, thes
PA plans to strengthen its tax adesinistration further by cempleting the

casks discuseed above. -

i
A political decision on the atrategy for handling the settlement of tax

arrears vwill be taken shortly. This is viewed 2as a high priority, since the
current uncertainty over how past tax obligations {including penalties and

interast) will be handled deter= many potential taxpayera from registering.
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In addition, further offorts vill ba made to ioprove the preceadures for VAT
elearance with the [sraeli autherities so ms to realize the VAT's full
ravenue potential. Fellowing the successful introduction of the unified
invoice system for VAT clearance nn.January 1, 1885, an agreement with the
[araeli suthorities on an automated monthly reporting system for large

traders 1s expected to be concluded during the coming veeks., Buch an

agreement would help enhance VAT clearances, particularly in the Hest Bank,
vhere the abzence of checkpoints makes VAT controls more difficult. Furchar
strengthening of enforcement efferts, including trhrough audics, a
caﬁtinuatlon of the registration campaign, stronger contrels, and
intenaified consultatien with the I=raeli muthorities on tax clearances, aras

al=o high on the FA's agenda for the coming month.

¢. Htavys of peasures vo japrove the PA expenditure zanacegenk

Progress in fiscal expenditure management in the West Bank end Gaza
Strip has been more limitad, alcheough the payzent of emlaries in the Hean .
Eank in Cecember--an important first test of edminiatrative capacity--haa
Leen carried out effectively. In addition, verk en &8 number of important
tasks is undervay! directors for the Central Budget Offica and the Tr;asury
QOffice are actively being sought; racruitment of junier staff ie in
Frogress; estisates of expenditure reguiremente and financing needs by a
nusher of spending ministries for the forthcoming April-December 1595 budget
have already been provided to the Hinistry of Finance; bmsic regulhpiuns for
budget execution have been drafted) centralizaticn eof the pﬂyrol% managenent

for all empleyeas of the West Bark and Gaza Berip is undervay: and the
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establishoent of 2 government finarcial managezent and i1nformaticn syeten i3

currently under negotiaticon.

It is recognized, however, that urgent acticn to impreve the
organizaticnal strucﬁurc of the Hiniatry of Finance as regards fiscal
expenditure management 1s required if progres=s is to be made on drafting a
meaningful budget feor April-Decesber 1995, and effective expenditure control
and cash management systéems are to be put into place. Accordingly, inm
addition to qualuif:ed Director Geperals for the Central Budget Office and
the Treasury Office, qualified division chiefs and senior staff are alse
being sought for these twveo offices. Moreover, the Ministry of Finamcs plans
©e i1ssue clear guidancs to the spending ministries on the:ir finameial
cbligations, 2s vell as en preper procedures for contrelling expenditures,
foth on a coamitment and on a cash basis. 8Steps will also be taken to
standardize acccunting procedures, computerizs the acccunting aystem, hire a
systems mnalyst, close separats accounts of spending ministries, and

centralize the expenditure and peyament process in the Ministry of Fimance.

2. Revenue and expenditure developgents
a. Qvarviesy -

There has been conaiderable improvement in domestic tax amd VAT
receipts in bazu!lerichb in Decesber 1894, relative to the cutcome during
the preceding two months. However, with substantially lever noen—tax revenue
and revenue clearances, total revenue was lover than projected in the

"Understanding" {see Takle 1), Feor the final quarter of 1994 taken as a
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vhole, total domestic revenus amcunted to about USS1L millien, cless to the
target set in the "Understanding". Horeover, with larger than anticipated
retroactiva revanus elearances, total revenue excesded the cunulative

gquarterly projectien in the "Understanding".

A3 regards the West Barnk, domestic revenue collection in Decaszkar
. significant]ly axceeded the target set in the "Understanding", mainly as a .

result of the good performance of tax revenue.

b. Revepue collection

In Gaza/Jaricha, demestic tax revenue collections {income tax, VAT on
lecal preoductien, customs duties, progerty tex and excisea) increaced
steadily over the October—December 1924 period (sse Tables L and 2). In
Dececber, these reverusg euceeded the average smonthly eollection in Detober-
Novezber by nearly €0 percent. In particular, receipts frem incone tax and
VAT in Gaza/Jeriche were up by nearly 50 percent, 2nd larger amounts of .
cuetons dutiss startad to be collected. With centinuing unfavorable
economic conditions, thia outcome iz entirely attributable o the
improvesents in tax adoinistratien suklined above. The PA is incragting!y
concerned, hovever, that notvithstanding continued improvemants™in this
area, the tax base may remsin limited. -&EEE5ééﬂiizl—iﬂggffﬁfff_ffz_f‘bﬁiptqj —
say neb increase 8s much as would othervise be sxpected, if very weak
economic activity and unfavorable prospectis for income generation vers to

rerslst.
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In contrast to domastic tax revenue, non-tax revenue in Baza/Jeriche
during Dececber declined to slightly more than two thirdas ef the average
level of the =menthly revenuss in October ard Noverber, which included
excepticnally high receipts en azecount of land and population registraticn
{in Ocrtekber) and telephone faag {in November). As a result of the lover
non-tax receipts, total doasestic revenue in Gaza/Jericho in December
smounted to U833.7 million, compared with UBS4.2 million projected in the .

"Understanding”.

Total revenue for Gaza/Jeriche, including revenue clearances from
lerael, tctalled USS4.3 nillion in Decexber: this compares with USs7.9
million projected in the "Understanding”. The zajor factor in the zhortfall
vas lover than expécted revenue cleszrances, vhich ascunted to only USS0.68

zillien as cempared vith UB$3.6 oillion prejected in the "Understanding®.

In the West Bank, the first month of domestic tax collection vas .
particularly enccuraging, amounting to nearly 70 percent of total deomestic
tax collection for the WEGE 25 a wvhole. VAT revenue, for exasmple, exceedad
the average monthly collection during 1993-84. About two thirds of dogestie
tax revenue in the Heet Bank consisted of VAT receipts, wvith income tax
receipts saking up the ether third. Non~tax revenue ceonsisted of health and
education fees enly. Total domestic revenue collections in the West Bank
smounted to US$5.31 million; this is 40 percant zere ﬁhan the USS3.80

million projected for the month of December in the “Underatanding” and more
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than doukle the amount of domestic revenue originally expected during the

first menth of "Early Empoverment".

i i tur

In Gaza/Jericho, total expenditure adounted to USS 22.21 millicn during
Dacember, wirtually the =mze level as projected in the "Wndaratanding” (zee
attached Tables | and 3). About one half of these expanditures was for
civilian and police wages and saleries, and the other half zostly for cther
current expenditures. In the Hest Bank, tstal expenditure amcounted eo
USs5.97 million, cezpared with UBS%3.[0 pillicn projected in the
"Underacanding". Nearly all of this expenditure was for vages and salaries
of z:ployce? in the five apheres of “Early Esgeverment", with a very sgall
amcunt for the running costs of the Finance Ministry offices in the West
Bank. All other expenditures in the West Bank are recorded in tha acecounts
for Gaza/Jeriche. In Decezber 1894, the total number of eivilian enployees
for Gaza/Jericho and the West Bank was 25,500 {including 8,500 in .

Gaza/Jeriche alone), and the police force in Gaza/Jeriche terallad 14,000,

d. ] Cin
The gapa betwveen reveriues and expenditurss for anafierichg ernd for the
Hest Bank for December 1994 were USS17.4S nillien and US$0.59 aillien,-

respectively (=zee Table L).

For BGaza/Jericho, the gap vas almost entirely financed from external

sources, including USEl4, 14 sillion froa the Helat Fund. The remaining

balance vas covered by a small asount of dosestic comsercial bank financing.
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The Hest Bank's small financing requirement was covered By an internal

transfer froom Gaza/Jericha.

Attachzente

Miniscry of Finance
Palestinian NHational Authority

Caza
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ATTACHMENT 1

West Baom and Gaza Strip—Tax Adainistration fctions
LD Do laplesented Wuring LCTOOEr-LAcester [30%

Targeted b |

Becosasnded Feacures fickicn Date Action to Data
T &
1, Organdze the Ministry of Finance and appoint tap (e tober Croanizational structurs {n plece for e
officials ddainistration) but urcent action nesded on
fiscal sapanditure sanagesent, Most senior
officials appointed, sucupt Budget and
Trewsyry Dirscior Cararals |f
8. Mepoint effice dirsctars in Ministar's office Initiated
b. Establish job descriptionfwerk plan Hot yet initiated
1. PAppcint revenue departwent directars Qiptgher Done
1. FProvide guidsnce and supervise the tax offices October/ Currert!y done on an ad hoc basis) formel
Decenber wark rules and incbrocticns have yet to be
deve loped
4, Recruit sdditional staff  Deteber/ Such recruitesnt is virtually conplete in
sid-Hoveaber both the Weat Bank and the Gaza Strip
§. Provide additiona] means (e.g., cors, office Octobar Mare seans have been scquired
eouipent) .
B. Finalize accosssdation at checkpeints Horensber fore
1. Feproach larmeli counterparts bo mecotiate training  Oetoher ane; howeser, sors training is neaded in
the Caza Strip
B. Finalize negutistion concarming coaputers Qctober Underway
4, Finalizs megotiation on comann control systes Rorveabar Dore; & unified baw imveice was offectively
introduced on Jenuary 1, 1835, Cusulative
sonthly reporting for large taxpeyers is
prasently under negotiaticn .
10, Eskablish # comsithee 42 review S22 arrears Leteber Dane

L/ The Budget Directer whe was initially appointed esuld not teke up this positicn dus to other assigneents.
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=g = ATTACHMENT I

West Bank and G222 Strip=-Tax Adainistretion Actions
to be leplewanted During Oetoharlecesher 1554

Targated S
Recussented Measurss Action Omia fiction to Data
1. Review tos arrears Korvgmber/ Kot yet done; however, decision on the
Decanber eioption of & general strategy to deal with .
this probles to be taken soon. '
T Deogripent Lovel
1. Trein rew staff October/ Mostly dore but eore tralning is nesded {n
sid-Novesler  the faza Strip
Z. Refresh traandng of existing staff lctober/ Bast Zankl dom
Kovesber G222 Strip: partly dane
3, lIdentify large taxpayers' files Oetober Hastly dens
b, Revies assezesent of identified taspayers Dctobarf Linderuay ;
Daceabar
S, Crozs-check inforsation betwesn VAT and incoae tax  October/ Initiated; bub efforts need to ba stepped
(enisting files) sid-Hovewber  and carried cut aore syatsaatically
E. Introduce permanent cross-checking Koveater Inislated; bt afforts need to ba stepped
emeard and carried out more systesatically
T, Meke tax guietus mandatory Oetober Do .
oneard
B. Prepere lists oF larger taxpdyers and spproath fetober best Bank. not relevant (coaputerized); ;
Israeli muthoritisy Gaza Stripl Initisted on o case by cose
basis ;
€. fnalyzs inforsation comcerning importers provioed October/ Initiated; bt efforts med to b stesped up
by lsrsell authoribices Decsater and carried out more systenatically
10, Cover chackpadnts 2% hours 2 day end~lgtzber Oere
ptward -
1. Eaforce quictus sysies, gather inforaation, and sid~Jetcber Core v
strangthen camtrals at checkpoinks onward
11, Frepare the campaign of taxpaysrs' registration October Considerable progress in both areas but sore
action meeded in the Gaza Sbrip) sorecver,
enforcesent sends to be strongthened
13, Launch tha campaign (First visit) (sscond visit); Keveaher/ Undereay

v - sdainistrative closure nf 1ome Dusinesses [eceaber
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ATTACHHENT 11

Bast Bank and Gazz Strip—Fiscal Experditure Mansgesent fction
to be Inpleesnted Quring Octoberlecenber 934

Targeted
Recoassnded Brasures fiction Date fetion
|, #epalat beads of enits in October Underway |/

8. Central Budget Otfice
B, Treasury

t. Recrylt divisien chiefs amd 34 aid-leye]
cfficials per division

Croemize trelning of semior officers with [
gesistance

Recruit additienal staf! for Gaza and Jeriche
offices

Rinistry of Finance tg jsmm

budpet circular to other sinistries and
government agencies, 4o initiate preparaticn
of detailed bodoet estinates

Prepars basie regulabions for budset execution

issws quicame to sperding sgencies to ensure
that rules are followed (expenditure and cash

nenagragnt)

Stardardize sccounting procedures for revenus,
expenditura, and psset registration

Safeguard Suesorting docusantation

Coaputerize pccounting systea

Hovewber/pid-Osceaber
Gctaber

fetober/n]d-hoveaber

Howesber

Mrmd-h:uhar
October

Detobar /Decenber

Kot yet dome. Howssar, sppointsent of
3 Director General mapacted within tug
wECHS O 50

kot yet done. hewreer, zppointaent of
3 Director eapected within bug weeks or
£

Underuay, Search for more qualified
prafessionals continuing

Aeaiting appointasnt of such senigr
afficers

Partly deme

Soddget circuler net yet jssped,
Hawever, in respense to a request by
the Rinistry of Finance, soas
sinistries have alresdy prepared
eatinates of their swpendityre raguests
emd finsncing needs.

Imitigted, draft of tha regulstions has
been prapared, but has not yet besn
reviewed by the [FF

Kot yet dons
Bot yel done - :
lone

Mot yet done

|
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19, Ceptralize mapenditure ard papsent precess in
the Kinistry of Finence

1L, Discentimee ueing sezarate sccounts

12, Creata consolidated acpount

17, Slosm separata PA accoumtis once Advances have
bean spent

i, Centralize payroll sansgewent

IE. Zet prigrities for cosputerization in he
Ministry of Financs

16, Fesruit syatens analyst

Qetober/uid-Hoveabar

October/nid-Roveaber

OctobarKowiaher

Hovesbar/aid-Dacasber

Qetober Tacepbar

QetobarHovapter

Deczaber

P.14-17

HITACHMENT IT

Mot yet done, eacept for control of
expenditure comaitsents on an ad hoo
basis

Kot yeb done, To be discomtinued once

ey o P o gl
e phbetally welael an diwadliciig

Hok yet dens. To be Intreduted once
the Treasury Dffics is functioning

Hot pet dome. To be closad coce the
Tressury Office is functioning

Underwey. Hearly fully centralized in
the West Bank: megotiations are
underway to conmect payroll in the faza
Strip to 'd'u:'c ‘nf the Nest Bark

Hegatiatitng ars underway for the
eatablisheent of 2 poverment financial
sanagewent and inforseficn systes

kot yat dore
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Table 1. Mest Bank end faza 3trip—Rudgetary Revenwe ard Expenditure, October-Decesber, (294
([n wjilligne of .5, daliars)
Gapa/leriche Rest Fark 1/
Prel. Prel.
Frej, I/ det. Fred. U fet. Prof. I fet. Froj. U Ret, Prof, 2 fet. Proj. 2/ ket
Total revenve B0 SIE T M 18 4% 28 ~ 32 = 47 §.% [
Palestinian collection 370 2.17 400 #.00 &30 268 2.50 - 1.9 = .80 LI
Tax revenue 1.15 .45 7.04 - - 455
Kontas reverne PO | 1.68 |.El - el T
Isreali clearances .00 [98Y 3 31'.'1 H.M Y J EEI 0.58 0.7 - 0.7 == 0.3 a7
Total experditure .8 1941 M MRl OLIE LA g9.10 - 8,10 == N N
Mages and salaries 9.57 10,77 1.3: = - £.8
Civilians 4 .88 .45 £l - - £.%
Police k.71 £.32 E.20 - --
Deher curreat and
capital expenditures ,..  9.B4 12.62 [0.89 == - 0.02
Ealarce <1745 -l4.25 -I68S -8.55 -l4.25 -17.81 -.18 - =588 ~= =488 059
Tetal tinancing 1745 964 1585 1817 .28 1745 .18 == L} - 4% 0.55
lenestic financing I = &M = 0.k - e i o~ == 55 .
Coasercinl bank .o .M — L - 0.8 - o - - = 0,10
Trenafers within WAGE — - - - -, =0.£4 - - Caed - - 0,8
Copor funding 4/ 1745 G015 1585 0.8 118 1.8 6.24 -~ &0 - 4.8 =
(Holst) &/ 10,30 2,15 9.0 &3 87 .16 k.28 -~ 5,88 L -
(Paliced .8 %00 BT 43 550 205 -- .- - -- - --
fesainimg balance 7/ - &2 - <558 — 046 -- - - - - -
A

17 Reverses and sxperditures for tha Uest Bark, excluding the Jericha fArea, ss specified under *Early 'Eq:m-amn! .
i/ Bs spezified in the "Understanding".

Y Includes retraactive asounts on VAT For the peried I'rarﬂctuber 153, and saounts renitted oo tmnt of p:':rulcun
excises that wers tramferred to Bank Leval in lsrae],

4/ Ingludes the finarcing availenle prier to the Brussels neeting and the new donor fundisg agreed in tha

"Undarstanding.”

£/ Eaclodes advances to PA's ministries and 2sencies, ohich are estinated bo sacunt do USE2.5 million in Eln':nhlr, 81,1

aillion in Rowesber, and UE32.0 in Decesber 1994, which have not besn zpent.

§/ Excludes a disbursesent order of US31.5 ailliem issued on Decesber 31, 1934 which wes actually drawn oo Janwery 2,

1586,

1/ Pimua afgn indicates a sarplus.
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Table 2. Uast Jank and Saze Strip--Pudsetery Revems, October-Deceaber 1554
(In thomands of KIS)
Eaa Strie srico best {
Oct. Raw. ez, fot. Kav. Dec. Oct.  Nov, fec.
Prel, Prel. Prel.
fctusls . fActuals Actuals
Tatal revenus 15152.5 AT,1T7.8 11,283 4155 600.9 T54.0 == -~ |§,781.8
Devestic tan revenue 3,398,714 BE G5, TIE BS.E [E3.8 4E8.8 - --  13,782.8 ¥
Incows tau 15645 L 8t.0  2.508.6 n.l £.: %02.2 == - 50204
VAT 1,765,  Z,183.0 2,878 o 10,2 101.3 - - B,781.0
Custons 1.1 13 1288 - -- - - - -
Property and land B6.2 550 58,7 0.8 na i83.1 - - =
Earises 1.3 1.] 1.0 - — - - - -
[ther - - - - - - - - —
Reverue clearsnces 6,000.0 5418 |, 562.9 = = ke i - 09.6
Cuttons cuties 1,500.0  4,500.0 i’ = P I e
vt - 15,500.0 - - - - - - -
fetralews excises 4,500.0 /13,0000 3/ - = i e = = -
Incone tan - Be4.7 - - - - - - -
Kealth fees - 1,188 {,982.9 e - = - - 048
(ther - - - - - o i - i
Hontaa revemus 5 728 15X 45118 g 431.3 KFER ] - = 1,8l
Staaps fees 54 g.l a6 il s = - = -
Justice and court fees 04,1 4323 4e1.6 -- - - - - ==
Fires 1433 [9.5 .l " = i o a -
Land registratian I,406.0 E4E.0 BES.7 {i7.3 1153 137 - - -
Transportation fees 1386 L7084 1,835 1.8 L/ 7.4 R o e -
Post office g5 1.3 274 1.0 0.4 1| - - -
Goverrment property 249 8.1 £8.3 = - = - - -
Teleptane fees 89,3 9,15 121.% = - C A A =
Other fers 1.2 176.3 Bl.8 17.2 0.0 5.2 = 53 =
Fepulation registratien 903,85 4483 485.5 8.1 B.8 1.5 s - -
Health insurance = - — = e — - .= 1,B40.5
Kealth fees 7.4 BEE.4 86E.1 = = .= - - g0.8
Education feas = - - - - - - - -
Land survey fees e ns i - ~ - - -= -
feligious court fees 153.4 l15.0 8.1 g3.] ] §).9 - - -
Training fees 0.4 1.8 25 . - - —- =, = -=
Trade & industry fees ~ 0.6 0.3 = - -- — --
Water fees 1.2 0.2 8.5 0.3 - - - -- -
Fishing fees - v i s - - - - -
Tourise - - - 5.2 0.4 Bl -~ e -

I/ Revemues for the lest Bank, eacluding the Jerichs fres, as specified undar *Early Ewpoversent®.
I/ Transferred to Bank Levai Ltd. in [sreel,
3 hoditional asousts of N1 2,968 willion and KIS 1.000 sillicn on sccount of VAT and incose tax, respectively, accrued

in the sonth of Deceaber (294, arp expected to be tranaferred to the PR by end-Januery 1295,
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Table 3. West Bank and Geza Strip—Budsetary Expengiburss,
Jetobar-lecentnr 554

{In £ KI%)
October Hererater Decesber |
Crelfsinary Achals)
baza |/ Jericha  West Bank 2/ Total i
Tetal expenditure 58,854.0 T1,68.0  BEEX.2 E55.8 18,0m.3 £, 302.0
Wege and salaries 78,58.4 22,554 0 1.9%.9 x%l1.2 18.021.9 £1,778.0
Civilians 14 ,661.3 16,433.2 15.221.2 261.2 18,621.9 33,504.3 .
Pallce 14,2268 I, 043.8 18,737 v aa s I8,771.7
Exployess at checkpeints £1.0 Bl.0 - - -
Material amd supplies 8,812 g, 7152.8 3,598.8 - = 3,535.8
Electricity 7,E87.2 B,182.5 i e — 3.534.8
Vatar 100.0 £00.0 == ==
Other &/ - - - --
Paynent of domestic
arrears - - El1.0 - = 11,0
Transfers ta; e 4 555.2 k147 = 50074
Local eutherities eE P - 24,7 == I7
Nals 45822 00.0 - &, 7971
Other current and casital * i
expenditures §/ 21,19 20018 PIEETA - 0.3 £7.0 73,353
Gt shich, counterpart
to petrolea
tlearances §/ §,50.0 13,000 - - - -
Hessrandus jten:
Trapsiticnal projects 1/ 9,084.0 §,050.0 £,H5.0 128.7 122.0 £,8%.7 .
Ga1a cleamrup 3,050 £,030.0 1,389.0 = - 1,384.0
Renabilitation - = iy = e i
Start~wp - ' - 4, 055.0 128.7 1.4 +,301.7
Qther § s 4= s = ‘ mm A

1/ Bspendibture for fazs also includes alsost all the mor-wage recutrest mependitures underbaken in the 'd'nl‘ E“k end the
Jericha frea. =

L/ Expenditure for bhe Mesk fank, escluding the Jericho frma, as sp-:ﬂfu.d under "Early Dapowersent®,

3/ Based on 3 pelice force of 14,000, Includes police in Jerichg, .

4/ Excludes talephera charges, for vhich mo paymests have beee nade to data, pending an agressent with the lsraeld
sutheritics.

&/ Consists mostly of current outlays, Includes WIS § milliss of sagital expenditures in Gcbober on account of the
eacrgoncy pert project. ;

B/ Tramafarred to Bank Leai L34, in lereal.

17 Bazed on fimures directly sonitored/reported by the Rinlstry of Finance, which nay not cover the full range of such

expenditures. The expenditures reported in thu teble were directly finanted through ofticial bilateral sources (i.e.,
octside the Kolst Fund),
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WEST BANK AND'GAZA

EMERGENCY REHABILITATION PROJECT (ERF)
(Effective Date: Sept. 10, 1994)

DMPLEMENTATION REVIEW
(Reportmg Date: Jeavary 29, 1995)

T CTTR FR L ETYNT
F ot N LY Rk b b ke &

. New Targets
Afier a slow start, project now being considerably accelerated.
Targets: committing $58m (disbursement $15m) by end March, and S100m
(disbursement $48m) by end June, 1995.

. Implementation
42 projects valued at $20.7m approved, and $1.12m disbursed to date:
Gaza: 17 projects valued at $8.5m, $0.84m disbursed;
West Bank: 25 projects valued at 412.2m, $0.28 disbursed.’

. Projects Under Preparation
195 projects valued at $70.5m under preparaton for bidding over next rwo months,

. Managing Consultants
MC team began arriving in Jerusalem on Jan, 10, 1995 and are at work.

. PMO/PECDAR Organization
With MC's help, PMO making efforts to strengthen and ratonalize staffing and
systems,

. Bank Mission Organization and Staffing ®
Local project supervision team strengthened.

. West Bank Project Launch Workshop: scheduled for Feb. 7, 1995 at Birzeit
University, All donors are invited.

' The list of approved contracts is presentad in Aanex |.

reva |, robaham, Jenpary 19, 1995 1




. PROJECT IMPLEMENTATION

GAZA
Two batches comprising seventeen (17) projects valued at $8.5m approved, and $0.84m disbursed to date.
Batch 11 Ten (10) projects valued st abowt $6.2m spproved aad in progress. Construction began
10/24/94. Work still pmogressing ¢lowly dus to rams. Preparation problems have largely been sddressed
oy PECUAR wna perfoimants is ubpiuving (scs FECDAR prugless icpoil afiaaied, AL 2.
Batch 2: Seven (7) proiects valued at $2.3m approved and handed over to contructors in late
December/early January. Work in progress.
Batch 2-5: Under preparation.

WEST BANK
Three batches comprising twentyfive (25) projects velued st $12.2m approved, and 50.28 disbursed to
date.
Batch 1: Four (4) projects valued at $2.27m approved and in progress.
Batch 2: Twelve (12) contracts valued at $5.3m approved and 6 m progress.
Batch 3: Nine (9) projects valued at about $4,7m approved. Construction to start by end Jasuary.
Batches 4-6: Usndzr Preparstien.

EDUCATION
Expect to mvite bids in Gaza and the West Bank for first barch of 18 schools valued at sbowt £10.5m by
second week of Feb. Constructon expecied 1o start by end Merch [995. Equipment and matznals
requirements and contract documents being prepared for ICB.

VILLAGE ACCESS RDADS
Expect to mvite bids on the West Bank for first batch of 30 projects valued =t $3m by second week of
Feb. Construction expected to start by end March 1995,

POWER

Consultants, Kennedy and Donkin, expected 1o stert work shorly.
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INTER-URBAN ROADS

Gaza: Design work on Salah E-Din Rd (12.5km.) in prugress. Bids for consmuetion expected 1o be
mvited by mud-March, Budget: about $510m.

West Bank: PECDAR have invited bids from 4 Danish consultants for rehabilimtion/recenstructon of
sbout 40kt &t a cost of about $10m. Consultants' propesals expected by Feb. 7; tender inviteriens by
April 28; and contract award by Juse 22.

COMMITMENTS AND DISBURSEMENT

42 projects valued at $20.7m commined, $1.12m disbursed to date® as shown below.

B3 9 9 - 4.7 4.7 . 0
Total ¥ il 42 8.5 12.2 20.7 0.84 0.28 L2
MANAGING CONSULTANTS

Bechtel advance ream arrived in WBG oa Jan.10, 1995 and are reviewing PECDAR's operations and
needs, Other team members o arrive by ead of first week of Feb.. Team will includs procurement.
accounting end information syseems experts as well as engmeers required 1o assist FMO to expedim
project 2ad strengihen management.

: Dishursement is far below potential becauss of rams i Gaza which have slowed work. Sharp
increase expected in January and Februery.
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ANNEX 1.




EMERGENCY REHABILITATION PROJECT &

Projects Approved and Under Implementation
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The provisions of this Agreement shall

neither prejudica the use of safe passage ﬁnr
Israel's right, Ior security and safety
considerations, to close the cressing paiﬂs
+o Israel and to prohibit or limit the
entry into Israel of residents and of vehiqles

s

from the Gaza Strip and the Jericho Area.

s 701357 MININ aTe MY , (2939 S1pEn) oo IVingeya .8
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Both sides will attempt to maintain the normality of movement of labor betwesn hem,
subject to each side's right to determine from time to time the extent and conditigns of
the labor movement into its area. If Lhe normal movement is suspended tempo ly by
either side, it will give the other side immediate notification, and the other side request
that the matter be discussed in the Joint Economic Committes.

- 13,1 Tpeas MINTET TP JNVIII v .3

There will be free movement of agricultural produce, free of '1 :
customs and import taxes between the two sides, subjectto the

following exceptions and arrangements. -
13 yap1 1 TpUel AT 1377V X PR .2
There will be free mmeﬁt- of industrial gocds free of any rc.s'.ﬁctiur*

including customs and import taxes between the two sides, subject to
each side's legislation. -
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The econcomic relaticns between the two sides are setjocut
in the Protocol cn Ecenomic Relations signed in Parig on
April 29, 1994 and the Appendices thereto, certified

copies of which are attached as Annex IV, and will be

governed by the relavant provisions of this Agreement
and its Annexes.
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West Bank and Gaza Strip--
Report on Fiscal Developments
be vemb &4

The "Understanding on Revenue, Expenditure and Donor Funding for the
Palestinian Authority, October 1, 1994-March 31, 1995" (hereafter the
"Understanding”) signed at the Ad-Hoc Liaison Committee (AHLC) meeting in
Brussels on November 30, 1994 calls for the Palestinian Authority (PA) to
provide to the AHLC monthly reports on: (1) the implementation of specific .
policy actions and administrative Iimprovements to establish and enhance the
fiscal system; and (2) data and analysis of the latest fiscal revenue and
expenditure developments. Accordingly, this first report describes fiscal

developments in the Gaza Strip and Jericho Area (Gaza/Jericho), and in the

rest of the West Bank (WB), during October and November 1994 (the first two
months of "the Understanding”).

1. Implementation of policy and administrative actions to establish and

enhance the fiscal system
a. QOverview

Progress was made in some areas during October and November 1994 in .
implementing the tax administration measures recommended by the IMF's Fiscal
Affairs Department for the West Bank and Gaza Strip (WBGS). The overall
organizational structure recommended for the Ministry of Finance is being
implemented. In the West Bank, the transfer of the tax administration to
the PA under the “"Agreement on Preparatory Transfer of Powers and
Responsibilities" (hereafter the "Early Empowerment Agreement”) signed on
August 29, 1994 is proceeding smoothly. This outcome is mainly attributable
to the timely r&cruitiunt I.nd trnining of staff nm:l r:nntinuity in the

computerized tax ldni.n:l.ltrltiun system. In thn Gaza Strip, hnwe'.rnr,
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progress in establishing and enhancing the tax administration system has
been slower. While recruitment is proceeding satisfactorily, more training
is needed; the computerized system for tax administration has not yet been
re-established, but negotiations with the Israeli authorities are underway;
and despite recent acquisitions, more means for effective tax collection are

needead.

The principal elements of the Ministry of Finance’s organizational

- structure have.been put in place; these include in particular the Central
Budget Office, the Treasury, the Revenue Department, the Customs Department,
the VAT Department, and the Income Tax Department. Director Generals have
been appointed for the Central Budget Office, the Central Treasury Office,
the General Administration Department, the Control Auditing Department, and
the Revenue, Income Tax, VAT, and Customs Departments, respectively.
Directors of district units, and a fairly large number of qualified junior
and senior staff, have also been appointed. A sizeable number of tax
officials in the West Bank has been trained through formal courses and on-
the-job training, thereby helping to ensure continuity in the administration
since the "Early Empowerment Agreement." Some training has also been
provided to persomnel in the Gaza Strip and the Jericho Area. In additionm,
the existing computerized system of tax collection in the West Bank has been
maintained and is being adapted to meet the specific Palestinian needs, and
computer links in the Gaza Strip are expected to be re-established in early
1995. Agreement has been reached between the PA and the Israeli authorities
on a unifiud tlz invnica. Hhich il curruntly heing printed lnd is expected

to be introduced by hath I:rlal ;nd thn PA on Jnnuxry 1 1?95 with a view
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to facilitating the clearance of VAT obligations between the two parties.
Improved controls at border checkpoints have also helped strengthen the tax
administration of the PA.

Work on a number of other actions is underway. Remaining organiza-
tional changes are being prepared for early 1995. These include
appointments in the Minister's Office, Divisions in the Central Budget
Office and the Central Treasury Office, and of remaining directors and .
staff. Additional training, particularly in the Gaza Strip, is also

planned. Staff guidance and supervision are currently being provided on an

|'
ad hoc basis, but will be put into a more formal framework soon. A high- I
level review committee for tax arrears has been formed in the West Bank, and
another is plamnned for the Gaza Strip. The registration campaign for
taxpayers has started with the distribution of pamphlets, newspaper
advertisements, and radio interviews and presentations by senior officials
on taxpayers’ obligations.

The PA intends to tackle crucial issues concerning tax collection as
soon as possible. The PA will concentrate on improving taxpayers'’ .
compliance through: the re-assessment and control of the customs and VAT
obligations of large taxpayers; the exchange of information with the Israelil
authorities; and crosschecks of VAT and income tax information to prevent

income tax evasion.

2. Revenue collection and expendlture developments during October
and Novegber 1994

a. Querview 4

In the Gaza Strip and Jericho Area (hereafter "Gaza/Jericho"), domestic

revenue cnllaﬁtioﬁﬁ{iuéal.?if;.iﬁdﬂ;ﬁzfnx. property tax, and nontax
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revenues) was broadly on target during October-November 1994, despite the
start-up and other difficulties experienced by the PA (Table 1). Nontax
revenue represented about twe thirds of domestic revenue collection. Fiscal
revenue remitted through the tax "clearance® mechanism increased sharply in
November 1994, with receipts from international trade taxes and VAT on
imported goods and services collected by the Israell authorities accounting
for most of the increase.l/ The Israelil authorities transferred sums that
reflect retroactive customs duties, VAT and purchase tax on goods and
services which have been supplied to "Gaza/Jericho" since May 4, 1994.

In the West Bank (hereafter "WB"), the PA assumed authority in the area
of education on August 29, 1994, although the Israeli Civil Administration
continued to cover expenditures in this sector, except those related to the
additional employees hired by the PA and the acquisition of books. As of
December 1, 1994, the PA began covering all expenditures in education,
social welfare, tourism, and health and taxation (direct tax collection and
collection of VAT on local production).

b. Revenue collection

In "Gaza/Jericho," total domestic fiscal revenue collection averaged
US$3.64 million per month during October-November 1994: this compares with
an average of about US§3.85 million per month projected in the
“Understanding.” Income tax and VAT on local production represented
slightly more than one third of total domestic revenue collection (Table 2).

In particular, collections of individual and corporate income tax averaged

1/ This characterization remains valid whether or not a total transfer of
US$5.8 million (US$1.5 million in October and US$4.3 million in November) is
taken into account. Pending further verification this amount has not been
included in the attached tables.
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only US$0.6 million during the period October-November 1994. This outturn
is attributable toc two factors: (i) the need to establish new administra-
tive structures and the severe disruption which occurred during the fiscal
transition in "Gaza/Jericho®” (see section 1); and (ii) the border closure
and the associated severe economic downturn in the Gaza Strip. Economie
difficulties were exacerbated by the nearly complete closure of the border
with Israel for Palestinian labor and commodity exports. The total number
of Palestinians working in Israel was reduced to about 14,000 by mid-
November 1994 for the whole of the WBGS; this compares with more than 70,000
at the beginning of 1994 and more than 100,000 on average two years ago. In
addition, exports of agricultural products to Israel, which constitute the
bulk of Gazan exports, were restricted,

Total payments to the PA on account of tax clearance during October-
November 1994 amounted to US$7.94 million (excluding three transfers which
were remitted during October and November to an Israeli bank outside the
West Bank and Gaza Strip); this compares with US$6.30 million projected in
the "Understanding.” The "clearance®™ mechanism includes the transfer to the
PA of 75 percent of direct income tax receipts paid by Palestinian workers
in Israel and that of the receipts from their health stamp tax, which
together amounted to US$0.8 million in November. In addition, in November,
the PA received retroactive transfers of US$5.14 million for VAT on private
sector purchases since May 1994, No "clearance® revenue was received on
account of the VAT paid by the PA on public utilities, including electricity

and telephone, during October-November 1994.
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c. Flscal expenditure

While the estimates currently available for October and November 1994
are tentative, fiscal expenditure appears to be substantially lower than
projected in the "Understanding" for the same period. This provisional
outcome reflects a number of factors, including in particular insufficient I
cash resources. Civilian and police wages and salaries accounted for about
half of total estimated expenditures during October-November, with police .
wages and salaries accounting for about half of the total wage bill. Most
of the remaining expenditures represented start-up outlays, including clean-
up of the Gaza Strip. Very limited fiscal expenditures were made in the i
West Bank, as the PA officially assumed authority in the five spheres |

covered under the "Early Empowerment Agreement” on December 1, 1994 only. i

Attachments

Ministry of Finance
Palestinian Authority
Gaza City, Gaza




Wast Bank and Gaza Strip--Actions to Rsstart the Tax System
During Octobsr-Kovesbear 1994

Targatsd Actiom

Recommended Measures Data Action to Datas
Minis v
1. Orgsnize the Ministry of Financs and October Organizational structurs being
appoint top officials put into place; most ssnior
officials appointed
a. Appoint office directors in Initiated
Ministac's office
b. Establish job description/work plan Hot yet initiated; technical
assistances nesded
2. Appoint revenus department directors Octobar Dane
3. Provide guidance and supsrviss the tax Octobar-Decembar Currantly done on an ad hoco
offices basis; formal work rules and
instructicns being developed
&, Recruit additicoal staff October/ Largaly dome both in the Wast
mid-Novesbar Bank and in the Gaza Strip
5. FProvide additiopal means (e.g., cars and Octobar Beaing done
office squipmant)
6. Finalize accommodation at check points Bovesbar Beaing dome through the use of
mobile accoomodation
7. Approach Israslil countsrparts to negotiata Octobar Done; however, mors training
training oesded in the Gaza Strip
&, Flpalize negotiation comcerning computars Octobar Inderway
9. Fipalize nagotiation on commcm comtrol Hovesbar Hostly dooe; agresd unified tax
systam invoice to be introduced in
January 1995
10. Eatablish a committes to review tax Octobar Wast Bank: done
ACTsACE Gaza Strip: planned
11. Review tax arrears Bovesber-December Initiated
Iax Department Level
1. Train pew staff Octobar/ Wast Bank: substantial training
mid-Fovesber bas bean provided;
Gaza Strip: little training so
far; most training planned for
Jaouary 1995
2. [Eafresh training of sxisting staff Octobar-Novesber Wast Bank: donas;
Gaza Strip: planned for sacly
1995
3, Detsct largs taxpaysrs' files Octabar Undsrway
4, Heview sssesamsnt of detscted taxpaysrs October-December Initiated
5. Cross-chsck information betwsen VAT snd Octobar/ “Bot yet ilpitiatasd
incoms tax (existing files) mid-Novesbar os ;




West Bank and Gaza Strip-—Actions to Restart the Tax Systes
During Octobsr-Novesbsr 1994

Recommanded Measurss

Targated Actiom
Dats

Action to Date

10.

11.

13,

Introduce parmansnt cross checking
HMake mandatory tax guistus

Frepars lists of larger taxpaysrs and
approach Isrsell suthoritieas

Analyze information provided by Israsli
suthorities concemming importars

Cover check points 24 hours & day
Enforce quistus system at check points

Prepares the csmpaign of taxpayers’
ragistratiom

Launch the cempaign (first wisit) (second
vimit); sdministrative closurs of somse
businsasas

November coward

Octobar

Ootobar-Decesber

End-October onward
Mid-Octobar ocoward
October

Novembar-December

Fot yet initiated
Done

Initiated

Initiated

Dona
Instructions isausd

West Bank: startesd with
pacphlets, Dewspaper and radioc
advertisements

Gaza Strip: to start in sarcly
1995 dus to local conditions

Hot yet initiatad




Table 1, Hest Bank and Gaza Btrip: Budgstary Revenus and Expsnditurae, October-December, 1994
(ln millions of U.5. dollars)
Gaza/Jericho _Hast Papk 1/

Oct. Nov, Oct., Nov.

{71 38 Pral. Nov, Prel. Oct., Pral, Nowv, Pral.

Froj. 3/ Actual Eroj. 2/ Actual Proj, 2/ Actual Proj. 2/ Actual
Total cevenus &.70 3.67 T.30 11.54 1,82 =i 3,22 =
F_Ilvlltinil-n collection 3a.70 3.17 4.00 4.10 2.50 i 2,50 gk
Tax revenus 3 1.15 1.44 ") - i ==
Fontax revenue 2.02 aa's 2.66 s == i
Isrusli clearances 3.00 0.50 3/ 3.30 T.44 3f 0.3z - 0,32 e
Total sxpenditurs 43.15 §/ 21.00 3/ 33,18 &/ 22,11 3/ §.10 e 9.10 e
Hagsn and salacies Fa 9.57 aTutk 10.77 sas i B
Civilians A 4. B iy 5,45 e = H=
Folice e 4.71 u 5.32 5 s B

Other current snd capitsl

sxpandituces s 11.43 3/ % 11.34 3/ ni- e =
Financing gap -36.45 -17.33 -25.85% -10.57 ~6,28 -- -5_88 --
Denor funding §/ 36 .45 o 25,85 " 6.28 — 5.68 fone
(Eolst) 28.55 19.10 b 6.28 - 5.88 -
(Pollics) 7.90 Ny £.75 s i i =i g

Remaining gap

1/ Revenuss and expenditures for the Hest Bank, sxcluding the Jericho Area, as specified under the "Early Empowsrment Agressent.”

4/ As spacified in ths “Understanding on Revenuss, Expenditures and Donor Funding for ths Palsstinisn Authority, October 1, 1994-March
31, 1995" signed in Brusssls on November 30, 1994,
3/ Includes retrosctive smounts on VAT for the paricd May-October 1994, but sxzcludes smounts remitted on sccount of petrolsum sxcises
that were transferred to & bank in Tersel (US41.5 million and USS4.3 million in Octobar and Movember, respsctively).
4/ Includes sxpenditures on transitional projects.

2/ Includes Gaza clean-up expsnditures snd central sadministration atart-up sxpsnditures.

rshabllitation during Octobsr-Movesber 1994,

§/ Includes the finencing svailable prior to the Brussels mesting and the new donor funding sgresd in thae "Undecstanding . *

G: \DOC\COUNTRY\WEG\ TBL\WBATAB1 .RPT - 12/28/94 - ;

Thers wera no sxpanditurss for sx-dstainsss’

 r—— i
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Tabls 2. Wast Bank snd Gaza 5Strip: Budgetary Revenus Octobar-Novesbar 1994
(In thousands of WIS)
Gaps Strip Jecicho W
Oct. Hov, Oet.. Hav. Oct. Hov.
Pralim, Pralim, Pralim. Pralim. Prelim. Prelim,
Actual Actual Actual Actual Actual Actual
Total revenue 10,652.5 3k, 177.4 416.5 600.9 - -
Domestic tax
rsvanus 3,399.7 4,163 6 BS. 6 169.6 a7 =
Incoms tax 1,564.5 1,921.0 37.1 26.5 - - .
VAT 1,765.5 2,183.0 35.7 110.2 - -
Customs 1.2 3.3 =5 i 45 =
Froperty & land 66.2 55.0 10.8 32.9 i -7
Excises 2.3 1.3 - - — e
Other - - -~ - - -
Revenus clsarances 1,500.0 2/ 22,423.8 3/ .- - -- -
Customs dutiss 1,500.0 &,500.0 - -— s s
VAT - 15,500,.0 - - - - I
Patrol. axcises == 2f -2 - -— - -
Incoms tax - 684.7 - - - - |
Health fess = 1,739.1 - - -- -
Othar - - — e - i |
Nontax revenous 5.752.8 7,590.0 3130.9 431.3 - -—
Stamps fess 5.4 8.0 - - - -
Justice feas 483.2 324.2 - = == s
Finas 143.2 109.5 - -- In -
Land registration 1,406.0 546.0 117.3 175.3 - --
Transportation fess 1,338.6 1,708.4 &7.6 92.6 - ——
Fost office 5.5 21.3 1.0 0.4 - -
Govt. proparty 299.7 58,1 - i P i
Talsphons fess 59.3 3,15 .4 - - - =
Othear fees 7.2 715.3 17.2 40.0 - -
Population reg. $03.5 4483 18.2 8.8 == - .
Health fess B33.4 BBE. & - - —— =
Education fess - - - —— A -
Land survey. fsesz 37.8 22.5 - == == -
| Court fess 224.3 223.0 53,1 3s.8 - -
Training feas 0.4 1.8 - = as = &
Irsde & Ind. faas = 0.6 - - - -
Watar fess 1.2 0.2 0.3 - - —
Fishing feas - - - == o= e
Touriam i = 56.2 TB. & - -

1/ Revenusa for the West Bank, sxcluding the Jericho Arsa, as spacified under the "Early Empowsrmant
Agrssmsant, =

4/ Excluding WIS 4.5 million in October and WIS 13.0 million in Kovesbsr, whic h wers tranzfarred to Bank
Leumi Ltd., Israsl, but mot to s bank in Gara/Jaricho.
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\LESTINE LIBERATION ORGANIZATION
Paleslinian Nalianal Authority
Office of the President

1!

N\k.\-p\ R NMETe

To Whom It May Copcern

‘ This 1s to confirm that, Mr. Jamil Tarifi, Minister and General
| Coordinator for Civil Affairs, is authorized to convey the Palestinian

Authority decisions regarding exemption of taxes and customs.

Thank you for your cooperation.

Gaza ' 7- 1- 1995

Chairman of the

President of the Palestinfan National Authority
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"Until the Interim Agreement enters into
force, Israel will transfer to the
Palestinian Authority a sum equal to 75%

of the income taxes collected by Israel from
Palestinians employed in the settlements and
military locations and in Israel”.
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Mr, David Brodet

Director , Department of the Budget
Ministry of Finance

Government of Israel

Dear Mr. Brodet,

Your Letter of Seplember 25th 1994 to Mr. Mohamroed Zuhdi Nashashibi the
Minister of Finance of the Palestinian Authority was referred to us for reply and 1 am
hereby authorized to inform you of the relovant bank accounts opened by the
Palestinian Authority for the various jtems as outlined in your request ,

Herewith are the relevant details :

1- The account for Import Taxes :
+  Account Number : 27951\1
In the pame of : The Palestinian Autherity
Bank ¢ Palestine bank
Branch ; Head Quarter.

3. The account for excise on Petroleumn produets
Account Number ; 21900180
In the name of : The Palestinian Authority
Bank Loumi Lo - Israel B. ML
Branch ! $17 ( Hashmonaim )

3. The account for Health Stamp
Account Number : 2795211
In the name of : the Palestinian Authority
Bank : Palestine bank
Branch : Head Quarter =
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4. The account for workers Income Tax :
Account Number : 27953\1
In the name of ; The Palestinian Authority
Bank ' Palestine bank
Branch ! Head Quarter

We would appreciate immediate refiunds of the outstonding funds , neluding funds
which have accumulated since the mesting between the Ministers a month ago .

We thank you for your cooperation .
Sincerely Yours, .
Mr. Mohammed Jaradah Mohammed Rashid

Assistant Deputy to Minister of Finance Economie Advisor to Chainnan

A agser Arafat
i &
ect Chairman Yasser Arafat
Mr . Mobammed Zuhadi Nashashibi

Minister of Finance
The Palestinian Authroity

Mr. Avraham Shohat
\J w,:)\
on )

Mindater of Financa
Government of larael : r)!"'
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Gaza : 6\10\1994
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23/11/1994

Departmtnt!nf Customs and Excise
Agron Street
Jerusalem

Altention Mr. Arnie Zeiﬁj !
Director of puatmns- and Value Added Tax. .

Dear Mr. Zeiff |
We would like to confirm to you the hank accaunt of the Palestinian Authority to be
the account number (102722/6) in Palestine bank - Branch Al - Remal.

This for Lréns&rring to the mentioned account number here above, the payable
amounts the value added taxes (VAT) start transferring since the date of this letter.

in inly yc"zl's.,’/—(
The Palestinian Authority
By Muhammecil Rashid =

Economic Advisor to Chairman
The Palestine Authonty
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~ Authorization
| fip.g 2l |

Dr. Atef Alawneh the précurﬁtm of the ministry of finance, |
and / or Mr. Mohammed Rashic;: the economic advisor to the .
President, are / is authorized to o;rganize and accredit, on behalf
of the Fl'alestinian Authority, lhn!a bank accounts to the Israeli
departments to assure the channeling of the Palestinian Money

and Revenues.

(vaza - 23-11.94

Pyl At ' Yasser Arafat
Chairman of the Palestine liberation Organization

President of the Palestinian Nativiial Autliority <"
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H. E. MR. ABRAHAM SHOHAT T o

Minister - of Finance
State of ¢ Israel

Dear Mr. Minister,

This is to confirm that the Minister of Finance Mr. Mohammad
Zuhdi Nashashibi or the Under Secretary of the Ministry of Finance
Dr. Atef A'llawneh are the only officials authorized on behalf of the
P.N.A to sign statements and ducuments regarding exemption from
Customs Taxes.

Please find attached herewith specimens of their signatures.

Best regards. o z f: t ;’ ;
/8 i
Mohandmad Zuhdi Nashashibi

Minijgter of Finance
\
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~ IMPORT TAX ACCOUNT No., 10262,/8 .

! MINISTER OF FINANCE _ISRAEL

MINISTER OF FINANCE

PALESTINIAN AUTHORITY _ GAZA STEH’

t OPENING DEPOSIT ACCOUNTS IN THE NAME OF PALESTINIAN
AUTHORITY - MINISTRY OF FINANCE

WITH REPERING TO YOUR LETTER CONCERNING OPENING
DEPOSIT ACCOUNTS IN THE NAME OF PALESTINIAN AUTHORITY b

*NE WOULD LIKE TO INFORM YOU THAT WE HAVE OPENED THE N

REQUIRED ACCOUNTS AHD_TﬂEIR NUMBERS ARE AS FOLLOWS;-

g
EXCISE ON PETROLEUN PRODUGTS ACCOUNT Neo. 10263/6 .

INCOME TAXES COLLECTED FROM PALBSTINIANS ENPLOYED
IN ISRABEL ACCOUNT No. 10265/2 .

HEALTH INSURANCE (BEALTH STAMP ) ACCOUNT No, 10264/ 4 ,

WE WOULD ALSO LIKE TO INFORM YOU THAT THE ABOVE =
MENTIONED ACCOUNTS ARE OPENED IN CAIRO AMMAN BANK .

MOBAMMED E-‘JHDI HASEASHIBI
MINISTER OF FINA HCE

L
O

AUTHORIZED GENERAL MANAGER
NAYMOUD DEEB AL SAQQA ~/

RO HIE S |

oF o ATPATY JoY o ATATRY /Y = AYATEL / oY o ATATAT § Ogich

SSiER PeRT-NCN-EE

e —



12,1294 18:89 NE HEDERISSHEMT — T g2 2 TFedre? Ba1

p /8L Iy
DUDOUAR T
novnnd H00uIA (Y10 ROV

n"ivnn mava 'v ,0*ovi
1994 ~ap¥Ta 12

b4
( 43576) AN
4-19u£11 R P Irid)] S
10 :n 3
(13p°n ‘oo X5 NI N3ywm) _,f"##ff
' Tyash
e 1AM ONDD 3N
c WA noIon
ﬁx - \\x D*5uI?

» 11233 NOY3 "ah

=own naasn avasnn onn 752 Dv nhayn 11N

28.11.94 oi'n Tandn

\

LJarwn® *awpray SUON Jandpa )y N2wbnz tvowan Xyin

V 930> 4 nporoa yaip , (030NN=12N2) NPT NN NTY APIXD 7373 056NN

172 ,0°*5353 0°ON? TATA MIPIvINAD

19 MIEN 0190 ATNaTeoRon NIYA? ravh Drowr”
Nty NYIXI0 D'NIUEDIR N3ArY NRIOND onn 75K (M)
JONEPa APOVITY YRR TIERD

® e [2)

MAarAnn anen L1300 B¢ NoTRYA nhayn oaTa 63oh> V nawib 8 fryoa

HUl g

02-708727 ups 708525 )r05v 91010 Tip*n p*5vr7* 1087 .7.n 29 )*7-N nNox 'Y




12-12/94 18:83 ME HEDERISSHMEr™" = T g7z 2 Yedrer Baz2

-

"Until the Interim Agreement enters into
force, Israel will transfer to the
Palestinian Authority a sum equal to 75%

of the income taxes collected by Israel from
Palestinians employed in the settlements and
military locations and in Israel".
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DECLARATION OF PRINCIPLES OHN

INTERIM SELF-GOVERMMENT ARRAHGEMENTS
The Government of the State of Israel and.the P.L.O. team
{in the Jordanian-Palestinian delegation to the Middle East
peace Conference) (the “palestinian pelegation”), representing
the Palestinian people, agree that it is time to put an end to
decades of confrontation and conflict, recognize their mutual
legitimate and political rights, and strive to live in peaceful
coexistence and mutual dignity and security and achieve a just,
lasting ‘and comprehensive peace settlement and historic
reconciliation through the agreed political process.

accordingly, the two sides agree to the following principles:




hrticle I

AIM OF THE HREGOTIATIONS
The aim of the Israeli-Palestinian negotiations within the
current Middle East peace process is, among other things, to
establish a Palestinian Interim Self-Government Authority, the
elected Council (the "Council"), for the Palestinian people in
the West Bank and the Gaza Strip, for a transitional period not
exceeding five years, leading to a permanent settlement based
on Security Council Resolutions 242 and 338.
It is understood that the interim arrangements are an integral
part of the whole peace process and that the negotiations on
the permanent status will lead to the implementation of

Securilkty Council Resolutions 242 and 338.

Article 1I
FRAMEWORE FOR TIE INTERIM PERIOD
The agreed framework for the interim period is set forth in

this Declaration of Principles.

Article III
ELECTIORS
1. 1In order that the Palestinian people in the West Bank and
Gaza Strip may govern themselves according to democratic
principles, direct, free and general political elections
will be held for the Council under agreed supervision and

international observation, while the Palestinian police

will enhsure public order.




2. An agreement will be concluded on the exack mode and
conditions of the elections in accordance wilth the protocol
attached as Annex I, with the goal of holding the elections
not later than nine months after the enktry into force of
this Declaration of Principles.

3. These elections will constitute a significant interim
preparatory step toward the realization of the legitimate
rights of the Palestinian people and their just

requirements,

Article 1V

. JURISDICTION

Jurisdiction of the Council will cover West Bank and Gaza Strip
] territory, except for issues that will be negotiated in the
permanent status negotiations. The two sides view the West
Bank and the Gaza Strip as a single territorial unit, whose

integrity will be preserved during the interim period.

Article WV
TRANSITIONAL PERIOD AND PERMANENT STATUS NEGOTIATIONS
1. The five-year transitional pericd will begin upon the
withdrawal from the Gaza Strip and Jericho area.
2. Permanenlt status megotiations will commence as soon as
possible, but not later than the beginning of the third
year of the interim period, between the Government of

Israel and the Palestinian people representatives.




It is understood that these negotiations shall cover
remaining issuves, including: Jerusalem, refugees,
settlements, security artangements, borders, relations ahd
cooperation with other neighbors, and other issues of
common interest,

The two parties agree that the outcome of the permanent
status negotiations should not be prejudiced or preempled

by agreements reached for the interim period.

Article VI

FREPARATORY TRAMSFER OF POWERS AND RESPONSIBILITIES
Upon the enlry into force of this Declaration of Principles
and the withdrawal from the Gaza Strip and the Jericho
area, a transfer of authority from the Israeli military
government and its Civil Administration to the authorised
Palestinians for this task, as detailed herein, will
commence. This transfer of authority will be of a
preparatory nature until the inauguration of the Council.
Immediately after the entry into force of this Declaration
of Principles and the withdrawal from the Gaza Sktrip and
Jericho area, with the view to promoting economic
development in the West Bank and Gaza Strip, aukhority will
be transferred to the Palestinians on the following
spheres: educatign and culture, healkth, SQCial welfare,
direct taxation, and tourism. The Palestinian side will

commence in building the Palestinian police force, as




agreed upon. Pending the inauguration of the Council, the
two parties may negotiate the transfer of additional powers

and responsibilities, as agreed upon.

Article VII

INTERIM AGREEMENT
The Israeli and Palestinian delegations will negotiate an
agreement on the interim period (the "Interim Agreement”).
The Interim Agreement shall specify, among other things,
the structure of the Council, the number of its members,
and the transfer of powers and responsibilities from the
Israeli military government and its Civil Administration to
the Council. The Interim Agreement shall also specify the
Council's executive authority, legislative authority in
accordance with Article IX below, and the independent
Palestinian judicial ergans.
The Interim Agreement shall include arrangements, to be
implemented upon the inauguration of the Council, for the
assumption by the Council of all of the powers and
responsibilities transferred previously in accordance with
Article VI above.
tn order to enable the Council to promote economic growth,
upon its inauguration, the Council will establish, among
nthef things, 4 Pnleitinian Eleckricity Authority, a Gaza-
Sea Pott Authority, a Palestinian Development Bank, a
Palestinian Expor!t Promotion Board, a Palestinian

Environmental Authority, a Palestinian Land Authority and a




Palestinian Water Administration Authority, and any other
Authorities agreed upon, in accordance with the Intetim
Agreement that will specify their powers and
responsibilities.

5. After the inauguration of the Council, the Civil
Administration will be dissolved, and the Israeli military

government will be withdrawn.

Article VIII ’
PUBLIC ORDER AND SECURITY
In order to guarantee public order and internal security for the
palestinians of the West Bank and the Gaza Strip, the Council
will establish a strong police force, while Israel will continue
to carry the responsibility for defending against external
threats, as well as the responsibility for overall security of

Israelis for the purpose of safequarding their internal security

and public order.

Article 1X
LAWS AND MILITARY ORDERS
1. The Council will be empowered to legislate, in accordance
with the Interim Agreement, within all authorities
transferred to it.
2. Both parties will review jointly laws and military orders

presently in force in remaining spheres.




Article X

JOINT ISRAELI-PALESTINIAN LIAISON CcOoMMitTEE
In order to provide for a smooth implementation of this
Declaration of Principles and any subsequent agreements
pertaining to the interim period, upon the entry into force of
this Declaration of Principles, a Joint Israeli-Palestinian
Liaison Committee will be established in order to deal with
issues requiring coordination, other issues of common interest,

and disputes.

Article XI
ISRAELI-PALESTINIAN COOPERATION IN ECONOMIC FIELDS
Recognizing the mutual benefit of cooperation in promoting the
development of the West Bank, the Gaza Strip and Israel, upcn.the
entry into force of this Declaration of Principles, an Israeli-
Palestinian Economic Cooperation Committee will be established
in order to develop and implement in a cooperative manner the

programs identified in the protocols attached as Annex III and

Annex IV.

Article XII
LIAISON AND COOPERATION WITH JORDAN AND EGYPT
The two parties will invite the Governments of Jordan and Egypt
to participate in Eétablishinq further liaison and cooperation
arrangements between the Government of Israel and the
Palestinian representatives, on the one hand, and the

Governments of Jordan and Egypt, on the other hand, ko promote




cnuperationtbetween them. These arrangements will include the
constitution of a Continuing Committee that will decide by
agreement on the modalities of admission of persons displaced
from the West Bank and Gaza 5Strip in 1967, together with
necessary measures to prevent disruption and disorder. Other

matters of common concern will be dealt with by this Committee.

Article XIIXI '
REDEPLOYMENT OF ISRAELI FORCES

1. MAfter the entry into force of this Declaration of
Principles, and not later than the eve of elections for the
Council, a redeployment of Israeli military forces in the
West Bank and the Gaza Strip will take place, in addition
to wikthdrawal of Israeli forces carried out in accordance
with Article XIV.

2. 1In redeploying its military forces, Israel will be guided
by the principle that its military forces should be
redeployed outside populated areas.

3. Further redeployments to specified locations will be
gradually implemented commensurate with the assumption of

responsibility for public order and internal security by

the Palestinian police force pursuant to Article VIII above.

Article X1V
ISRAELT WITHDRAWAL FROM THE GAZA STRIP ARD JERICHO AREA
Israel will withdraw from the Gaza Strip and Jericho area, as

detailed in the protocol attached as Anpnex II.




Article XV

RESOLUTION OF DISFUTES
Disputes arising out of the application or interpretation
of this Declaration of Principles, or any subseduent
agreements pertaining to the interim peried, shall be
resolved by negotiations through the Joint Liaisen
Committee to be established pursuant to Article X above.
pDisputes which cannot be settled by negotiations may be
resolved by a mechanism of conciliation ko be adteed upoh
by the parties.
The parties may agree to submit to arbitration disputes
relating to the interim period, which cannot be settled
through conciliation. To this end, upon the agreement of
both parties, the parties will establish an Arbitration

Committee.

Article XVI

ISRAELI-PALESTINIAN COOPERATION CONCERNING REGIONAL FPROGRAMS
Both parties view the multilateral working groups as an
appropriate instrument for promoting a "Marshall Plan," the
regional programs and other programs, including special
programs for the West Bank and Gaza Strip, as indicated in the

protocol attached as Annex 1IV.

Article XVII
MISCELLANEOUS PROVISIONS
This Declaration of Principles will enter into force one

month after its signing.




2. All protocols annexed ko this Declaration of Principles and
Agreed Minukes pertaining thereto shall be regarded as an

integral part hereof.

DONE at Washington, D.C., this thirteenth day of September,

1993

For the Governmenk of rael: f’bhe P L. ﬂ‘r:)
fb e
%\\/\Wﬂm >¢"’“”

™ fﬁj
© 2;) [ \\J
HWitnessed By:

The United States of America The Russian Federakion
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AHNEX 1

FPROTOCOL ON THE MODE
AND CONDITIOMS OF ELECTIONS

1. Palestinians of Jerusalem who live there will have the
right to participate in the election process, according to
an agreement between Lhe two sides.

2. In addition, the election agreement should cover, among
othet things, the following issues:
al the system of elections; ;

b. the mode of the agreed supervision and international
observation and their personal compositioh; and

e. rules and requlations regarding election campaign,
including agreed atrangements for the organizing of
mass media, and the possibility of licensing a
broadcasting and TV station.

3. The Future status of displaced Palestinians who were
registered on 4th June 1967 will not be prejudiced because
khey are unable to participate in the election process due

to prackical reasons.




ANNEX II

FROTOCOL ON WITHDRAWAL OF ISRAELI FORCES FROM THE Gazh STiip
AND JERICHO AREA

The two sides will conclude and sign within two months from
the date of entry into force of this Declaration of
Principles, an agreement on the withdrawal of Israeli
military forces from the Gaza Strip and Jericho area. This
agreement will include comprehensive arrangements to apply
in the Gaza Strip and the Jericho area subsequent to Lhe
Israell withdrawal.

Israel will itplement an accelerated and scheduled

withdrawal of Israeli military forces from the Gaza Strip

and Jericho area, beginning immediately with the signing cfl
the agreement on the Gaza Strip and Jericho area and to be
completed within a period not exceeding four months after
the signing of this agreement.

The above agreement will include, among other things:

a. Arrangements for a smooth and peaceful transfer of
authority from the Israeli military government and its
Civil Administration to the Palestinian
representatives.

b. Structure, powers and responsibilities of the
Palestinian authority in these areas, except:
external security, settlements, Israelis, foreign

relations, and other mutually agreed matters.

e




c. Arrangements for the assumption of intermal security
and public order by the Paleskinian police force
consisting of police officers recruited locally and
from abroad (holding Jordanian passports and
palestinian documents issued by Egypt). Those who
will participate in the Pa]e§tinian police force
coming from abroad should be trained as police and

police officers.

i A temporary international or foreign presence, as
agreed upon. '

e. Establishment of a joint Palestinian-Israeli
Coordination and Cooperation Committee for mutual
security purposes.

E. An economic development and stabilization program,
including the establishment of an Emergency Fund, to
encourage foreign investment, and financial and
economic support. Both sides will coordinate and
cooperate joinkly and unilaterally with regional and
international parties to support these aims.

i Artangements for a safe passage for persons and

Lransportation between the Gaza Strip and Jericho dtea.

The above agreement will include arrangements for
coordination bgtween both parties regarding passages:

a. Gaza - Egypt; and

b. Jericho - Jordan.

The offices responsible for carrying out the powers and
responsibilities of the Palestinian authority under this

Annex I1 and Article VI of the Declaration of Principles

oz, i, <ot




will be located in the Gaza Strip and in the Jericho area
pending the inauguratien of the Council.

6. Other khan these agreed arrangemenkts, khe status of the
Gaza Strip and Jericho area will continue to be an integral

part of the West Bank and Gaza Strip, and will not be

changed in the interim period.




ANNEX 111

PROTOCOL ON ISRAELI-PALESTINIAN
COOPERATION 1IN ECONOMIC AND DEVELOPMENT PROGRAMS

The two sides agree to establish an Israeli-Palestinian

Continuing Committee for Economic Cooperation, focusing, among

other things, on the following:

1. Cooperation in the field of water, including a Water
Development Program prepared by experts from both sides,
which will also specify the mode of cooperation in the
management of water resources in the West Bank and Gaza
Strip, and will include proposals for studies and plans on
water rights of each party, as well as on the equitable -
utilization of joint water resources for implementation 1ih

and beyond the interim period.

2. Cooperation in the field of electricity, including an
Electricity Development Program, which will also specify
the mode of cooperation for the production, maintenance,

purchase and sale of electriclty resources.

3. Cooperation in the field of energy, including dh Enerdy
Development Program, which will provide for the
exploitation of ¢il and gas for industrial purposes,
particularly in the Gaza Strip and in the Negev, and will
ercolirage further joint exploitation of other energy
resources. This Program may also provide for the

construction of a Pektrochemical industrial

R 1 et




complex in the Gaza Strip and the construction of oil and

gas pipelines.

Cooperation in the field of finance, including a Financial
Development and Action Program for the encouragement of
international investment in the West Bank and the Gaza
Strip, and in Israel, as well as the establishment of a

Palestinian Development Bank.

Cooperation in the field of transport and communications,
including a Program, which will define guidelihes for the
establishment of a Gaza Sea Port Area, and will provide fot
the establishing of transport and communications lines Eu-
and from the West Bank and the Gaza Strip to Israel and to
other countries. 1In addition, this Program will provide
for carrying ouk the necessary construction of roads,

railways, communications lines, etec.

Cooperation in the field of trade, including studies, and
Trade Promotion Programs, which will encourage local,
regional and inter-regional trade, as well as a feasibility
study of creating free trade zones in the Gaza Strip and in
Israel, mutual access bto these zones, and cooperation in

okther areas related to trade and commerce.

Cooperation in the field of industry, including Industrial

Development Programs, which will provide for the establishment

e [
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11.

12.

of joint Israeli-Palestinian Industrial Research and
Development Centers, will promote Palestinian-Israeli joiht
ventures, and provide guidelines for cooperation in the
textile, food, pharmaceutical, electronics, diamonds,

computer and science-based industries.

A program for cooperation in, and regulation of, labot

relations and cooperation in social welfare issues.

]

A Human Resources Development and Cooperation Plan,
providing for joint Israeli-Palestinian workshops and
seminars, and for the establishment of joint vocational

training centers, research institutes and data banks.

An Environmental Protection Plan, providing for joint

and/or coordinated measures in this sphere.

A program for developing coordination and cooperation in

the field of communication and media.

Any other programs of mutual interest.




AHNEX IV

PROTOCOL OR ISRAELI-FALESTINIAN COOPERATION
CONCERNING REGIONAL DEVELOFPMENT PROGRAMS

The two sides will cooperate in the context of the
multilateral peace efforts in promoting a Development
Program for the region, including the West Bank and the Gaza
Strip, to be initiated by the G-7.. The parties will request
the G-7 to seek the participation in this program of other
interested states, such as members of the Organisation fot
Economic Cooperation and Development, regional Arab states

and institutions, as well as members of the private sector.

The Development Program will consist of two elements:
al an Economic Development Program for the Wesk Bank and
the Gaza Sktrip.

b) a Regional Economic Development Program.

A. The Economic Development Program for the West Bank and
the Gaza Strip will consist of the following elements!
(1) A Social Rehabilitation Program, including a
Housing and Construction Program:
{(2) A Small éhd Medium Business Development Plan.
(3) An Infrastructure Development Program (water,

electricity, transportation and communications, etc.).




{4) A Human Resources FPlan.

{5) oOther programs.

The Regional Economic Development Program may consist

of the following elements:

(1) The establishmenht of a Middle East Development
Fund, as a first step, and a Middle East .
pevelopment Bank, as a seéund step.

(2) The development of a joint
Israeli-Palestinian-Jordanian Plan for
coordinated exploitation of the Dead Sea area.

(3) The Mediterranean Sea (Gaza) - Dead Sea Canal.

(4) Regional Desalinization and other water
developmenkt projecks.

{5) A regional plan for agricultural development,
including a coordinated regional effort for the
prevention of desertification.

(6) Interconnection of electricity grids.

(7) Regional cooperation for the transfer,
distribution and industrial exploitation of gas,
0il and other energy resources.

(8) A Regional Tourism, Transportation and
Telecommunications Development Plan.

(9) Regional cooperation in other spheres.

S e




The two sides will encourade the multilateral working
groups, and will coordinate towards their success. The two
parties will encourage intersessional activities, as well
as pre-feasibility and feasibility studies, within the

various multilateral working gtoups.
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AGREED MINUTES TO THE
DECLARATION OF PRINCIPLES ON
INTERIM SELF-GOVERMMENT ARRANGEMENTS

GENERAL UNDERSTANDINGS AND AGREEMENTS

Any powers and responsibilities transferred to the Palestiniang
pursuant to the Declaration of Principles prior to the
inauguration of the Council will be subject to the same
principles pertaining to Article IV, as set out in Lthese hgréed

Minutes below.

SPECIFIC UNDERSTANDINGS AND AGREEMENTS

Article 1V

It is understood that:

Jurisdiction of the Council will cover West Bank dnd Gaza Strip
territory, except for issues that will be nedotiated in Lhe
permanent status negotiations: Jerusalem, settlements,
military locations, and Israelis.

The Couhcil's jurisdiction will apply with tegard to Ehé agreed
powers, responsibilities, spheres and authorities transferred

to it.

Article vI(2)
It is agreed that the transfer of authority will be as folloWg!

(1) The Palestinian side will inform the Istdeli side of

the names of the authorised Palestinians who will

S e 1 [ s




(2)

(3)

(4)

Article VII(2)

Article VII(S)

assume the powers, authorities and
responsibilities that will be transferred to the
palestinians according to the Declaratioh of
principles in the following fields: education and
cilture, health, social welfare, direct taxation,
tourism, and any other authorities agreed upon.
1t is understood that the rights and obligations
of these offices will not be affected.

Each of the spheres described above will continue
to enjoy existing budgetary allocations in
accordance with arrangements to be mutually
agreed upon. These arrangements also will
provide for the necessary adjustments required ih
order to take into account the taxes collected by
the direct taxation office.

Upon the execution of the Declaration of
Principles, the Israeli and Palestinian
delegations will immediately commence
negotiations on a detailed plan for the transfer
of authority on the above offices in accordance

with the above understandings.

The Interim Agreement will also include arrangements for

coordination and cooperation.

The withdrawal of the military government will not prevent
Israel from exercising the powers and responsibilities not

transferred to the Council.

= g




Article VIII

It is understood that the interim Agreement will include
arrangements for cooperation and coordination between the two
parties in this regard. It is also agreed that the transfer of
powers and responsibilities to the Palestinian police will be
accomplished in a phased manner, as agreed in the Interim

Agreement.

Article X :
"It is agreed that, upon the enkry into force of the Declaration
of Principles, the Israeli and Palestinian delegations will
exchange the names of the individuals designated by them as
members of the Joint Israeli-Palestinian Liaison Committee.

It is further agreed that each side will have an equal number
of members in the Joint Committee. The Joint Committee will
reach decisions by agreement. The Joint Committee may add
other technicians and experts, as necessaly. The Joint

Committee will decide on the frequency and place or places of

its meetings.

AMHEX 11

1t is understood that, subsequent to the Israelil withdrawal,
Israel will continue to be responsible fot ExtFrnal security,
and for internal sefurity and public order of settlements and
Israelis. Israeli military forces and civilians may continde

to use roads freely within the Gaza Strip and the Jericho ated.




pDONE at Washington, D.C., this thirteenkh day of September,

1993

For the Guvarnmen[(:f{ffrael. For the P.L.O.:
Xl/\ WYL Onn :

Witnessed By:

P P

The United Staltes of America The Russian Fede
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'y September 9, 1993

Mr. Prime Minister,

The signing of the Declaration of Principles marks a new era
in the history of the Middle East. In firm conviction thereof,
I would like to confirm the following PLO commitments:

The PLO recognizes the right of the State of Israel to exist
in peace and security.

The PLO accepts United Nations Security Council Resolutions
242 and 338.

The PLO commits itself to the Middle East peace process, and
to a peaceful resolution of the conflict between the two sides
and declares that all coutstanding issues relating to permanent
status will be resolwved through negotiations.

The PLO considers that the signing of the Declaration of
Principles constitutes a historic event, inaugurating a new
epoch of peaceful coexistence, free from violence and all
other acts which endanger peace and Stability. Rccordingly,
the PLO renounces the use of terrorism and other acts of
violence and will assume responsibility over all PLO elements
and personnel in order to assure their compliance, prevent
viclations and discipline violators.

In view of the promise of a new era and the signing of the
Declaration of Principles and based on Palestinian acceptance
of Security Council Resolutions 242 and 338, the PLO affirms
that those articles of the Palestinian Covenant which deny
Israel's right to exist, and the pProvisions of the Covenant
which are inconsistent with the commitments of this letter are
now inoperative and no longer valid. Consequently, the PLD
undertakes to submit to the Palestinian National Council for
formal approval the necessary changes in regard to the
Palestinian Covenant.

Sincerely,

Yitzhak Rabhin
Prime Minister of Israel




Seplembar 9, 1993

' Mr. Chairman,

In responsa to Your letter of Septembar 9, 1993,
confirm to you that,

in your lettar, the

I wish to
in light of the PLO commitments includeq

Government of Israel has decided to
recognize the PLO as the Leprasentative of tha Paleatinian
people and commence n

; ik the
Middle Bast Poace procous.

Slnceraoly,

\g, (Qm,(n'k.
Yitzhak Rabin
Prime Minigter of Israaml

0 .q. 8%

Yasser Arafat
Chairman
The Palestinian I

Jiberation Organization




i Septembaer 9, 1993

Dear Minister Holst,

I would like to confirm to You that, upon the signing of the
Declaration of Principles, I will include the following
positiona in my publie statements:

In 1light of the new era marked by the signing of the
Declaration of Principles, the PLO encourages and calls upon
the Palestinian people in tha West Bank and Gaza Strip to take
part in the steps leading to tha normalization of life,
refecting vioclsesnce and terrorism, contributing to peaca and
stability and participating actively in ghaping
reconstruction, economic development and cooperation,

Sincerely,

The Palesgti

His Excellency
Johan J#rgen Holsat
Foreign Minister Of Norway




Fie

Goal:

September 14, 1993

THE MIDDLE EAST PEACK PROCESS
The Bilateral Peace Negotiations
Israel-Jordan Track
Common Agenda

rhe achievement of just, lasting and comprehensive peace
between Lhe Arab States, the Palestinians and Israel as per
the Madrid invitation.

Components of Israel-Jordan Peace Negotiations:

searching for steps to arrive at a state of peace based
on Securilty Council Resolubions 242 and 338 in all their

aspecks.

Security:

an Refraining from actions or ackivities by either side
that may adversely affect the security of the other or
may prejudge the final outcome of negotiations.

b. Threats to security resulting from all kinds of
terrorism.

11.

Mutual commitment not to threaten each other by
any use of force and not to use weapons by one
side against the other including conventional and
non-conventional mass destruction weapons.

Mulual commitment, as a matter of priority and as
soon as possible, to work towards a Middle East
free from weapons of mass destruction,
conventional and non-conventional weapons; this
goal is to be achieved in the context of a
comprehensive, lasting and stable peace
characterized by the renunciation of the use of
force, reconciliation and openness.

Page 1 of 3
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Nole: The above (item c-ii) may be revised in accordance
with relevant agreements to be reached in the
Multilateral Working Group on Arms Control and
Regional Security.

i Mutually agresd upon securily arrangemenls and

gecur ily confidence building measures.
Walter:
a. Securing the rightful water shares of the two sides.
b searching for ways Lo alleviate water shortage.

Refugees and Displaced Fersons:

Achieving an agreed just solution to the bhilateral aspects
of the problem of refugees and displaced persons in
accordance with international law.

Borders and Territorial Matters:

cettlement of territorial matlLers and agreed definitive
delimitation and demarcation of the jnternational boundary
between Israel and Jordan with reference to the boundary
definition under the Mandate, without prejudice Lo the
status of any territories that came under Israeli Military
Government control in 1967. Both parties will respect and
comply with the above international boundary.

Exploring the potentials of future bilateral cooperation,
within a regional context where appropriate, in the
following:

a. Matural Resources.

- Water, energy and environment
_ Rift Valley development

L. Human Resources:

- Demography

- Labor

- Health

- Education

-~ Drug control

Page 2 of 3



- ' c. Infrastructure:

_ Transportation: 1land and air
- Communicakion

d. Economic areas including tourism

7. Phasing the discussion, agreement and implementation of
the items above including appropriate mechanisms for
negotiations in specific fields.

fi. Discussion on maktbkers related to both tracks to be decided

upon in common by the two tracks.

¢. It is anticipated that the above endeavor will ultimately,
following the attainment of mutually satisfactory solutions
ko the elements of this agenda, culminate in a peace

treaty.

Page 3 of 3
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