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Insurance Principles

Transfer of Authorities

A1l authorities, powers amd responsibilities regarding
regulation of insurance in the Gaza strip and Jericho area,
including the authorities to license and register insurance
companies and insurance agenls and to reguire compulsory
insurance of motor vehicles, will be transferred to the P.A.

The existing Road Accident Victims Compensation Fund
("Karnit") in the Gaza Strip and Jericho area will be
transferred to the P.A. The P.A. will acquire the rights and
assets of Karnit and will be responsible for its existlng
obligations and liabilities, including liabilities regarding
road accidents which occured prior to the transfer of
authorities.

The P.A. will fully reimburse Israel for any sum the latter
is reguired to pay regarding such obligations and liabilities.

Arrangements Regarding Rouad Accidenls

In order to facilitate the smooth passage of traffic between
Israel and the areas, the P.A. will continue to maintain the
existing arrangements regarding compulsory insurance and
compensation in cases of road accidents.

These arrangements are based upon the principle of no fault
liability and include, inter alia, compensation by a staultory
fund in cases where Lhere is no pussibility to sue an insurer
(hereinafter "the Fund").




Compulsory Insurance

2. Insurance companies licensed by either Israel or the P.A.,
will be authorized to issue compulsory insurance policies
compatible with the requirements of the other side.
Consequently, vehicles registered with the authorities of one
of the sides, which are insured by such a policy, will be
permitted to travel within the territory under the
jurisdiction of the other side without any additional

insurance coverage.

3. vehicles not registered wilh Lhe authorities of Israel or the
pP.A. ("Foreign Vehicles"), travelling in Israel or in the
territory under P.A. jurisdiction will be obliged to possess
valid insurance issued either by insurance companies licensed
by Israel or the P.A. or in accordance with bi-lateral
international agreements signed by Israel.

compensation for Road Accident Victims

4. Both sides will implement Lhe [ollowing principles:

a. Liability

(1) Where the use of the vehicle, in which the driver ol
a passenger was injured or which hit a pedestrian
(the "Damaging Vehicle"), is covered by insurance,
the insurer, or the Fund of the side in which the
insurer is licensed, will be 1liable for the
compensation of the above mentioned victims.

(2) Where the use of Lthe Damaging Vehicle is not covered
by insurance, the Fund of the side which has
personal jurisdiction over the driver will be liable
for compensating the victims of the accident.

(3) Notwithstanding the above, the victim of an accident
shall be compensated only by the Fund of the side
which has personal jurisdiction over him (Lthe

"yictim's Fund) in the following cases:

-




- Where the Damaging Vehicle 1is a Foreign
Vehicle, has no insurance coverage and is
driven by a foreigner; or

- Where the identity of the driver or the
registration number of the Damaging Vehicle is
unknowr.

(4) In cases where a "heavy vehicle" is involved in the
accident, the liability for compensation will be
divided in accordance  with the prevailing

&
b.  Procedure

(1) If a victim is under the personal jurisdiction of
one side and Lhe liability for compensation lies
upon an insurer licensed by the authorities of the
other side or by the Fund of the other side, as

legislation in this regard.

gpecified in paragraph (a), the victim will not be
entitled to demand compensation directly from the
liable party. :

In such cases, the victim will recieve compensation
from the Victim's Fund, which, in turn, will demand
compensation from Lhe Fund of the other side.

(2) If the victim is a foreigner, compensation may be
claimed by him from Lhe liable party only throug
the Fund of the side having jurisdiction over the
territory where the accident occured.

Ca The applicable law

Compensation will be paid in accordance with the law of
the place in which Lhe accident ovccurred [or of the law
of the side which has personal jurisdiction over the
victim, whichever amounts to be the lower.)

[In any case, the Victim's Fund will not be entitled to
recieve from the Fund of the other side a sum which
exceeds the sum paid by the former to the victim.)

dbla/1201-4/insurance5/ pb+ks
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imi icense for an Authorized D i ipn Excha

Pursuant to my authority under Article 8 of the Order Pertaining to Exchange Control
(No. 952), 5742-1981, T hereby grant

the Branch
of Bank Lid.

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

1. The Branch may conduct only those foreign currency transactions expressly permitied
under the terms of this license,

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

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

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

ula

fJ

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

No other use may be made of the deposits.

(b)  Purchase from customers of foreign currency that could be deposited in a resident
depasit, provided that the Branch sells the amount to another local bank
(authorized dealer) or to the Bank of Israel, ,,~ ¢ /0

(c)  Hold foreign currency assets against its liabilities in foreign currency and as
required by the liquidity regulations, in the following forms:

-

(I)  Cash;

(2)  Deposits with the Bank of Israel;

(3)  Deposits with other local banks;

(4  Deposits with the Central Bank of Jordan and other deposits, as the
Supervisor of Banks may allow; such deposits may be deposited by the head
office in the name of the bank's main Branch in the Area.

4.  The Supervisor of Banks will establish the ratios, ceilings and other terms and conditions

relating to the assets specified in Article 3(H).
=



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

Branches of the bank in the Area."

Controller of Foreign Exchange

[Place and date] , 1993
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IMF FAD MISSION

;
I\ (
A \ ; Meeting with Prof. Jacob Frenkel of tha Bank of Israel
' ! 7 and Mr. Aron Fogel, DG, Ministry of Finance

Wednesday, November 17, 1993

2:00 p.m.
Agenda
Ta Mission Report
a. Terms of Referance
b. Conclusions
2 Proposed Technical Assistance
a. Public Expenditure Management
b. Taxation: Policy and Administration
G Budget and Treasury Training and Long-Term Advisors
d. Tax Administration: Training and Long-Term Advisors
e. Social Security

3. Formal Reguest to the IMF for Technical Assistance

4, Data Requirements for Proposed Missions

5. Key Issues for the Transition (see attached)




INTERNATIONAL MONETARY FUND
Fiscal Affairs Department Mission
Jerusalem, November 17, 1993

KEY ISSUES FOR THE TRANSITION

In its assessment of requirements for the transfer of responsibilities in the fiscal
field, the mission has identified the following key policy issues and concerns
relevant to the transition period.

T

It is absolutely imperative that the size of the contemplatad Palestinian
administration be relatively small, Its structure lean, and its operations
transparent and accountable. In the area of fiscal management, the staff
should not exceed 30-35 at the senior level, supported by no more than
4-5 times that number at lower echelons.

For the new Palestinian authority to make the most effective use of Its
scarce human End logistical resources, It is advisable that it maintain the
, and that it
undertake no structural (as distinct from parametric) altaratlons, at least
until the Palestinian personnel have fully mastered and successfully
operated these systems and procedures for some period of time.

To show convincingly the required competence and credibility, the
Palestinian authorities must i |

current pyblic expenditure while making every effort to protect revenues
from possible erpgion, especially during the fraglile transition period and

immediately thereafter.

Any considerstion of tax congessions by the Palestinian administration
must be approached with particular caution. A realistic assessment must
first be made of the probable budgetary consequences, and alternative
proposals must be carefully balanced before any decision is made.

Even in the absence of agreement on the final shape of economic
relations between lsraeli and Palestinian economy, Israelis and

Fa1estm fans wauld need to m_ﬁﬂﬂﬂﬂlﬁm_ﬁi_ﬁﬂ,ﬂ.mmuum_&_

E.tﬂjiitis ﬁfHEllﬂl‘f VAT and Cusmms} admtmstrative arrangements fnr
the transfer of certain deductions and contributions associated with
benefits for Palestinian waorkers in Israel are less controversial but nead
to be made nonetheless. Such arrangements are needed to enable the

new Palestinian administration to undertake effective budgetary planning
and control.




|

10.

11,

1.

Although the desire on the part of the Palestinian authorities to institute
a somewhat different structure for VAT and customs is understandable,
the mission is of the view that maintenance of the present struciure of
indirect taxation would facilitate the administration of tax revenue sharing
schemes, although in this regard, a small difference in the VAT rate
would not unduly complicate such arrangements.

A Budget Office should be established to carry out the functions of
preparing a Comprehensive Budget Document for Central Administration,
supervising the local authorities budgets and preparing the ground for
future progressive integration of UNRWA's operations.

A central Treasury Qffice should be established to undertake the
management of public funds, to prepare for their proper accounting, to
centralize the data and prepare a consoclidated overall financial situation
for the public sector.

Accountability and transparency are essential for the credibility of the
new administration and an efficient auditing system should be
established, A linkags should be set up between the Budget and
Treasury Offices and PECDAR.

The Palestinian administration will inherit the Civil Administration with a
limited Palestinian staff who have had no exposure to fiscal
management. It is therefore crucial that new staff are recruited without
delay and properly trained to replace the Israell personnel to take over
the smooth functioning of the administration avoiding any interruption
of fiscal operations.

Although the institution of a8 comprehensive social security system may
surface as an issue of public policy interest in the early months of the
new Palestinian administration, the mission is of the view that any final
policy decision in this area should be postponed until after all fiscal
responsibilities have been successfully transferred and become
operational, and all relevant options to provide soclal security have been
fully explored in terms of their efficiency, equity, budgetary costs, and
possible impact on work incentives and labor costs.

The new Palestinian administration would need 1o give special attention
to strengthen the institutional capacity of logel authorities (municipalities
and village councils) while repidly moving to rationalize their fiscal
functions (by enhancing cost recavery on user fees and charges) and to
underpin the resilisnce of thelr revenue structure {e.g. by broadening the
base of the property tax and improving its buoyancy).
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JOINT BTATEMENT

ON

THE FIRST MEETING OF THE PALESTINIAN-ISRAELI
ECONOMIC COOPERATION COMMITTEE

THE PALESTINIAN-ISRAELI ECONOMIC COOFERATION COMMITTEE WHICH

WAS ESTABLISHED AND WILL WORK AND DECIDE IN COMPLIANCE WITH THE
DECLARATION OF PRINCIPLES,SIGNED ON 13 SEFTEMBER 1993.AND THE
DECISION OF THE PLO AND ISRAEL IN THEIR MEETING IN CAIRO ON 13
OCTOBER 1993,HELD 175 FIRST MEETING IN PARIS ON 1& NOVEMBER 19%93.
THE PALESTINIAN DELEGATION WAS HEADED BY ABU-ALA.MEMBER OF THE
CENTRAL COMOITTEE OF THE FATAH MOVEMENT AND DIRECTOR GENERAL

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

BY FINANCE MINISTER AVRAHAM SHOHAT,THE CO-CHAIRMEN MADE OPENING
STATEMENTS REFLECTING THEIR RESPECTIVE POSITIONS.

THE TWO SIDES REVIEWED THE ECONOMIC SITUATION IN THE WEST EANK

AND GAZA STRIP AND EMPHASIZED THE NEED FOR RAFI1D PROGRESS IN

THE ECONOMIC CONDITION OF THE PALESTINIAN PEOPLE THEREIN:THE

HEADSE OF THE TWO DELEGATIONS SHARED THE VIEW THAT THERE 1S A
CORRELATION BETWEEN SOUND ECONOMIC RELATIONSHIPS,EBASED ON MUTUAL
RECOGNITION DF EACH OTHERS INTERESTS AND THE RIGHT OF THE PALESTINIA

BORS

Er'B

e gk ML EL0 O LRSRICE DR




TwPn NpYm-yirnn Tivn

N FEOPLE TO EXERCISE THEIR ECONOMIC DECISION MAKING POWER IN
ACCORDANCE WITH THEIR ECONOMIC PLANS AND PRIDRITIES:AND THE
SUCCESS OF THE PEACE PROCESE NOW ON ITS WAY.

THE DELEGATIONS AGREED THAT ISRAEL ANMD THE PALESTINIAN AUTHORITY
WILL ESTABLISH A FRAMEWORK OF ECONOMIC CDOPERATION WHICH WILL

BEE PREDECATED ON THE PRINCIPLES OF RECIPROCITY.EQUITY AND FAIR
ECONOMIC RELATIONSHIPS,AS WELL AS THE ENHAMCEMENT OF THE

ROLE OF THE PRIVATE SECTOR IN PROMOTING ECONOMIC GROWTH,AND MUTUAL
RESPECT FOR EACH PARTY’S ECONOMIC RELATIONS WITH OTHER FPARTIES.IN
§(8' :9,53/5,THE PALESTINIAM DELEGATION EOPHASIZED ITS SPEGIAL
ECONOMIC RELATIONSHIF WITH THE ARAE WORLD PARTICULARLY JORDAN

THE INTERNATIONAL COMMUNITY AND THE UN BODIES.

BOTH SIDES DECIDED TO ACCELERATE THEIR WORK SO AS TO MEET THE
ODBJECTIVES AGREED UFPON IN THE DECLARATIOMN OF PRINCIFPLES AND TO
ENSURE THEIR IMPLEMENTATION,BEARING THIS IN MIND .THEY HAVE AGREED
UFPON AN AGENDA FOR THEIR NEGOTIATIONS WHICH WILL ACCOMMODATE

THEIR MUTUAL ECONOMIC INTERESTS.

THE TWO DELEGATIONS HAVE AGREED TO ESTABLISH THREE SUB-COMMITTEES
WHICH WILL DEAL SIMULTANEDUSLY WITH THE FOLLOWING

1. TRADE AND LAEGR

2. FISCAL MATTERS

. 3. FINANCE AND BANKING

OTHER SUB-COMMITTEES MAY ALSO BE ESTABLISHED

THE TWO DELEGATIONS HAVE CONCURRED IN THE IMPORTANCE OF THE
MULTILATERAL WORKING GROUPS’'PROGRESS AND THEIR CONTRIBUTION TO

A MORE STABLE AND PROSPEROUS MIDDLE EAST.THEY HAVE NOTED WITH
SATISFACTION THE ASSISTANCE PLEDGED BY THE INTERNATIONAL COMMUNITY
AS REFLECTED IN THE RESOFPUTIONS OF THE DONORS’'CONDERENCES IN
WASHINGTON AND PARIS.

THE ECONOMIC CODPERATION COMMITTEE AND THE SUB-COMMITTEES WILL
RESUME THEIR WORK NEXKT WEEK(23-25 NOVEMBER) IN PARIS.

THE TWO DELEGATIONS HAVE EXPRESBED THEIR APPRECIATION OF THE
HOSPITALITY PROVIDED BY THE GOVERNMENT OF FRANCE.
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