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SAUDI GRANT AGREEMENT

AGREEMENT dated September 2, 2000, between the INTERNATIONAL
DEVELOPMENT ASSOCI ATI ON, acting as administrator (the “Adm nistrator”) of
a grant (the “Grant”) provided by the SAUDI FUND FOR DEVELOPMENT (the
“Donor™), and the PALESTI NE LI BERATI ON ORGANI ZATI ON (for the benefit of
the Pal estinian Authority) (the “Recipient”).

WHEREAS (A) under an agreenment dated June 24, 1997, between the
Adm ni strator and the Recipient (the Trust Fund Credit Agreenment or
“TFCA"), the Administrator has agreed to provide the Recipient with a
credit (the “Credit”) in an anpunt equivalent to five mllion five
hundred thousand United States dollars (US$5, 500,000) to assist in
financing the carrying out in the West Bank and Gaza (“WBG') of the Legal
Devel opnent Project described in Schedule 2 to the TFCA (the “Project”);

(B) the Donor, has agreed, under a letter of agreement (“MOA")
with the Adm nistrator, dated June 7, 2000, to provide the Grant in an
anount equivalent to twenty mllion United States dollars
(US$20, 000, 000), of which twelve million United States dollars
(US$12, 000, 000) is allocated to assist in financing the Project;

(O the Donor and the Admi nistrator have agreed, under the MOA
to assign the responsibility for administration of utilization of the
proceeds of the Grant for purposes of the Project to the Administrator;
and

(D) the Admini strator undertook under the MOA to inplenent the
procedures and concl ude the agreenents required to inplenent the MOA and
to achieve the objectives of the Grant.

NOW THEREFORE t he parties hereto hereby agree as foll ows:
ARTI CLE |
Ceneral Conditions; Definitions

Section 1.01. The General Conditions, as anended, referred to and
nodified in Section 1.01 of the TFCA (the “General Conditions”) shall
apply mutatis nutandis to this Agreenent.

Section 1.02. The several terns defined in the TFCA, the General
Conditions referred to in the preceding Section and in the Preanble to
this Agreenment have the respective neanings therein set forth and (a) the
term“Grant Account” neans the account nmintained by the Adm nistrator,
in which the ambunt of the Grant is deposited, and (b) the term“Gant
Speci al Account” neans the account to be opened by the Recipient pursuant
to the provisions of Section 2.02 (b) of this Agreenent.

ARTI CLE 11
The G ant

Section 2.01. The Admi nistrator agrees to extend to the Recipient,



on the terms and conditions herein set forth or referred to, the Grant in
an amount equivalent to twelve million United States dollars
(US$12,000,000).

Section 2.02. (a) The amount of the Grant may be withdrawn from the
Grant Account in accordance with the provisions of Schedule 1 to this
Agreement for expenditures made (or, if the Administrator shall so agree,
to be made) in respect of the reasonable cost of goods, works and
services approved for financing from the proceeds of the Grant in
accordance with the provisions of this Agreement.

(b) The Recipient may, for purposes of the Grant, open and
maintain in United States dollars a special deposit account in a
commercial bank on terms and conditions satisfactory to the
Administrator, including appropriate protection against set-off, seizure
or attachment. Deposits into and payments out of the Grant Special
Account shall be made in accordance with the provisions of Schedule 4 to
this Agreement.

Section 2.03. Except as the Administrator shall otherwise agree
works, goods and services to be financed from the proceeds of the Grant
shall be procured in accordance with the provisions of Schedule 2 to this
Agreement.

Section 2.04. The Closing Date shall be August 31, 2004 or such
later date as shall be determined by the Administrator in agreement with
the Donor. The Administrator shall promptly notify the Recipient of such
later date.

Section 2.05. Disbursement from the proceeds of the Grant
(including deposits into the Grant Special Account) shall be made only to
the extent that resources adequate to meet such disbursement shall have
been transferred from the Donor to the Administrator.

ARTICLE 1l
Execution of the Project

Section 3.01. Except as the context may otherwise require, Articles
Il and IV of, and Schedules 2 and 4 to, the TFCA are hereby incorporated
into this Agreement with the same force and effect as if they are fully
set forth herein. For this purpose all references in said Articles and
Schedul es to: (a) the “Admi nistrator” shall be deenmed to be references to
the International Devel opnent Association as Adnministrator of the Gant;
(b) the “Credit” and “Credit Account” shall be deemed to be references to
the Grant and the Grant Account; and (c) the “Special Account” shall be
deened to be references to the Special Account referred to in Section
2.02 (b) of this Agreenent.

Section 3.02. In order to enable the Adm nistrator to inplenent its
undert aki ng under the MOA, the Recipient shall: (a) for purposes of
Article 5 (c) of the MOA, put into effect procedures to ensure prior
approval by the Fund of the contracting procedures and award deci sions
with respect to contracts to be financed fromthe proceeds of the Gant;
(b) for the purposes of Article 8 of the MOA, furnish to the
Adm ni strator, adequate information on progress in the carrying out of
activities financed fromthe proceeds of the Gant; and (c) take
appropriate adm ni strative neasures towards inplenenting the arrangenents
referred to in Article 14 of the MOA

ARTI CLE 1V
Ef fecti veness; Term nation
Section 4.01. This Agreenent shall become effective upon signature

thereof by the parties hereto and shall continue in effect until
termnation of the MOA or until the G ant has been fully disbursed and



the parties to this Agreement have fulfilled their obligations
thereunder, whichever occurs first.

Section 4.02. In accordance with the MOA, the rights and
obligations of the Administrator under this Agreement may be terminated
under a notice from one party to the other. The Recipient accepts and
agrees that, upon notice by the Administrator to the Recipient to that
effect, the Donor shall, ipso facto, from the date specified in such
notice, be substituted in all rights and obligations of the Administrator
under this Agreement as if the Donor had been an original party to this
Agreement, without any further action or formality required on the part
of any party, and from such date the Administrator shall cease to have
any rights or obligations under this Agreement.

ARTICLE V
Representatives
Section 5.01. The Minister of Finance of the Palestinian Authority

shall be the representative of the Recipient for the purposes of Section
11.03 of the General Conditions.

Section 5.02. The following addresses are specified for the
purposes of Section 11.01 of the General Conditions:

For the Recipient:

c/o Ministry of Finance of the Palestinian Authority
Beirut Street, Rimal,
Gaza City, Gaza

For the Administrator:

International Development Association
1818 H Street, N.W.

Washington, D.C. 20433

United States of America

Cable address: Telex:
INDEVAS MCI 248423; or
Washington, D.C. MCI 64145

IN WITNESS WHEREOF, the parties hereto, acting through their
representatives duly authorized, have caused this Agreement to be signed
in their respective names in Gaza, as of the day and year first above

written.
PALESTINE LIBERATION ORGANIZATION
(for the Benefit of the Palestinian Authority)
By /s/ Mohammed Nashashibi
Authorized Representative
INTERNATIONAL DEVELOPMENT ASSOCIATION
(as Administrator of a Grant provided by the
Saudi Fund

for Development)



By /s/ Joseph Saba
Authorized Representative

SCHEDULE 1
Withdrawal of the Proceeds of the Grant
1. The table below sets forth the Categories to be financed out of the
proceeds of the Grant, the allocation of the amount of the Grant to such

Categories and the percentage of expenditures for items so to be financed
in such Categories:

Amount of the % of
Grant Allocated Expenditures
Category (Expressed in Dollars) to be
Financed
Q) Works 10,000,000 100% of
foreign
expenditures
and
85% of local
expenditures
2 Goods 1,000,000 100% of
foreign
expenditures
and
85% of local
expenditures
?3) Consultants’ Services 1,000,000 100% of
foreign
expenditures
and
85% of local
expenditures
TOTAL 12,000,000
2. For the purpose of this Schedule:
@ the term “foreign expendi tures” neans expenditures for

goods, works or services supplied fromthe territory of any country other
than the parts of the West Bank and Gaza under the jurisdiction of the
Pal estinian Authority; and

(b) the term“local expenditures” nmeans expenditures in
the currency used in the parts of the West Bank and Gaza under the
jurisdiction of the Palestinian Authority or for goods, works or services
supplied fromthe parts of the Wst Bank and Gaza under the jurisdiction
of the Pal estinian Authority, provided, however, that if the currency
used in the parts of the West Bank and Gaza under the jurisdiction of the
Pal estinian Authority is also that of a country fromthe territory of
whi ch goods, works or services are supplied, expenditures in such
currency for such works or services shall be deened to be “foreign
expendi tures”.

3. Not wi t hst andi ng the provisions of paragraph 1 above, except as the
Adm ni strator shall otherw se agree, no withdrawal s shall be nade in
respect of payments nade for expenditures prior to the date of this

Agr eenent .



4. The Administrator may require withdrawals from the Grant Account to
be made on the basis of statements of expenditure for: (a) expenditures

for goods under contracts costing less than $200,000 equivalent each; (b)
expenditures for works under contracts costing less than $500,000
equivalent each; (c) expenditures for services of consulting firms under
contracts costing less than $100,000 equivalent each; and (d)

expenditures for services of individual consultants under contracts

costing less than $50,000 equivalent each, all under such terms and
conditions as the Administrator shall specify by notice to the Recipient.

SCHEDULE 2
Procurement and Consultants’ Services
Section I. Procurement of Goods and Works
Part A: General

Goods and works shall be procured in accordance with the provisions
of Section | of the “Cuidelines for Procurement under |BRD Loans and | DA
Credits,” published by the Admi nistrator in January 1995 and revised in
January and August 1996, Septenber 1997 and January 1999 (the Guideli nes)
and the follow ng provisions of this Section, as applicable.

Part B: I nternational Conpetitive Bidding

1. Except as otherwi se provided in Part C of this Section, goods and
wor ks shall be procured under contracts awarded in accordance with the
provi sions of Section Il of the Guidelines and paragraph 5 of Appendix 1
t hereto.

2. Goods and works to be procured under contracts awarded in
accordance with the provisions of paragraph 1 of this Part B shall be
subject to the follow ng provision, nanely, that the provisions of

par agraphs 2.54 and 2.55 of the Guidelines and Appendix 2 thereto shall
apply to goods manufactured in, and works to be carried out by donestic
contractors from the West Bank or Gaza.

Part C O her Procurenent Procedures
1. Nati onal Conpetitive Bidding

Works estimated to cost |ess than US$500, 000 equi val ent per
contract, up to an aggregate amount not to exceed US$2, 000, 000
equi val ent, and goods estinmated to cost |ess than US$300, 000 equi val ent
per contract, may be procured under contracts awarded on the basis of
nati onal conpetitive bidding in accordance with procedures acceptable to
the Administrator. Said procedures shall ensure, inter alia, that: (i)
tenders shall be advertised for at |least two (2) consecutive days in a
| ocal newspaper of wide circulation; (ii) prospective bidders shall be
allowed a mnimumof thirty (30) days between the date upon which the
notification appears in the newspaper for the first time and the date
upon which the bid is submtted; (iii) the format of the bidding
docunents shall be consistent with that of the Administrator's standard
bi ddi ng docurments, or with the format of biddi ng docunents used by United
Nati ons Agenci es operating in the West Bank and Gaza; (iv) interested
foreign contractors and suppliers shall be allowed to bid; (v) bids shall
be submitted in seal ed envel opes and shall be accepted whether nailed or
hand-carried; (vi) all bids shall be opened at the sane time in public;
(vii) contracts shall be awarded to the | owest eval uated bidder; (viii)
no bi dder shall be requested or pernitted to nodify his, her or its bid
after the bid closing date shall have el apsed; (ix) price negotiations
with the | owest eval uated bidder shall be linited to cases provided for
under the Guidelines; and (x) postqualification criteria shall, in the
absence of a prequalification process, be explicitly stated in the
bi ddi ng docunents.



2. International/National Shopping

Goods estimated to cost less than US$50,000 equivalent per
contract, and not to exceed US$200,000 equivalent in the aggregate, may
be procured under contracts awarded on the basis of
international/national shopping procedures in accordance with the
provisions 3.5 and 3.6 of the Guidelines.

Part D: Review by the Administrator of Procurement Decisions
1. Procurement Planning

Prior to the issuance of any invitations to prequalify for bidding
or to bid for contracts, the proposed procurement plan for the Project
shall be furnished to the Administrator for its review and approval, in
accordance with the provisions of paragraph 1 of Appendix 1 to the
Guidelines. Procurement of all goods and works shall be undertaken in
accordance with such procurement plan as shall have been approved by the
Administrator, and with the provisions of said paragraph 1.

2. Prior Review

@ With respect to: (i) contracts procured in accordance with
international competitive bidding procedures; (ii) the first two (2)
contracts procured in accordance with national competitive bidding
procedures; (iii) contracts for works estimated to cost the equivalent of
US$500,000 or more per contract; and (iv) contracts for goods estimated
to cost the equivalent of US$200,000 or more per contract, the procedures
set forth in paragraphs 2 and 3 of Appendix 1 to the Guidelines shall

apply.

(b) With respect to contracts procured in accordance with
international or national shopping procedures the following procedures
shall apply:

0] prior to the selection of any supplier under shopping
procedures, the Borrower shall provide to the Association
a report on the comparison and evaluation of guotations
received;

(i)  prior to the execution of any contract procured under
direct contracting or shopping procedures, the Borrower
shall provide to the Association a copy of the
specifications and the draft contract; and

(i) the procedures set forth in paragraphs 2(f), 2(g) and
3 of Appendix 1 to the Guidelines shall apply.

3. Post Review

With respect to each contract not governed by paragraph 2 of this
Part, the procedures set forth in paragraph 4 of Appendix 1 to the
Guidelines shall apply.

Section Il.  Employment of Consultants
Part A: General

Consul tants’ services shall be procured in accordance with the
provi sions of the Introduction and Section IV of the “Guidelines:
Sel ection and Enpl oynent of Consultants by World Bank Borrowers,”
publ i shed by the Administrator in January 1997 and revised in Septenber
1997 and January 1999 (the Consultant Cuidelines) and the foll ow ng
provi sions of Section Il of this Schedul e.

Part B: Qual ity- and Cost-based Sel ection



Except as otherwise provided in Part C of this Section,
consultants’ services shall be procured under contracts awarded in
accordance with the provisions of Section Il of the Consultant
Gui del i nes, paragraph 3 of Appendix 1 thereto, Appendix 2 thereto, and
the provisions of paragraphs 3.13 through 3.18 thereof applicable to
quality- and cost-based sel ection of consultants.

Part C Procedures for the Selection of Consultants
1. Qual i ty-Based Sel ection

Services estinmated to cost |ess than $100, 000 equi val ent per
contract may be procured under contracts awarded in accordance with the
provi sions of paragraphs 3.1 through 3.4 of the Consultant Cuidelines.

2. Singl e Source Contracts

Services estimated to cost |ess than $50, 000 equi val ent per
contract may, with the Administrator’s prior agreenment, be procured in
accordance with the provisions of paragraphs 3.8 through 3.11 of the
Consul tant Cui del i nes.

Part D: Revi ew by the Administrator of the Selection of Consultants
1. Sel ection Pl anni ng

Prior to the issuance to consultants of any requests for proposals,
the proposed plan for the selection of consultants under the Project
shall be furnished to the Administrator for its review and approval, in
accordance with the provisions of paragraph 1 of Appendix 1 to the
Consul tant Cuidelines. Selection of all consultants’ services shall be
undertaken in accordance with such selection plan as shall have been
approved by the Administrator, and with the provisions of said paragraph
1.

2. Prior Review

(a) Wth respect to each contract for the enpl oynent of
consulting firnms estimated to cost the equival ent of $100,000 or nore,
the procedures set forth in paragraphs 1, 2 (other than the third
subpar agraph of paragraph 2 (a)) and 5 of Appendix 1 to the Consultant
Gui del i nes shal |l apply.

(b) Wth respect to any other contract for the enploynent of
consulting firms, the procedures set forth in paragraphs 1, 2 (other than
the second subparagraph of paragraph 2 (a)) and 5 of Appendix 1 to the
Consul t ant Gui del i nes shall apply.

(c) Wth respect to: (i) each contract for the enploynent of

i ndi vidual consultants estimated to cost $50,000 or nore; (ii) contracts
for the enploynent of individual consultants procured in accordance with
singl e source procedures; and (iii) the first three (3) contracts for
services, the qualifications, experience, ternms of reference and terns of
enpl oyment of the consultants shall be furnished to the Administrator for
its prior review and approval. The contract shall be awarded only after
sai d approval shall have been given.

3. Post Revi ew
Wth respect to each contract not governed by paragraph 2 of this
part, the procedures set forth in paragraph 4 of Appendix 1 to the
Gui del i nes shal |l apply.
SCHEDULE 3

I mpl enent ati on Program



1. Without limitations upon Article 3 and Schedule 4 of the TFCA, the
Recipient’s Mnistry of Justice shall have overall responsibility for
carrying out the Part F of the Project.

2. The Mnistry of Justice shall enter, not later than Septenber 1,
2000, into an inplementati on agreenent with the Pal estinian Economnic
Counci| for Devel opment and Reconstruction (PECDAR), satisfactory to the
Adm ni strator, pursuant to which PECDAR shall be responsible for the
appropriate design and nanagenment of the court construction provided
under this Agreenment. Said inplenmentation agreement shall, inter alia,
make provision for the enpl oyment of a conpetent
internationally-recruited firmas contract manager to oversee the
execution of the works.

3. The Recipient shall establish, not |ater than Septenber 1, 2000, a
steering comittee, consisting of representatives of the Mnistry of
Justice and PECDAR, for the overall coordination of activities under Part
F of the Project.

SCHEDULE 4

Speci al Account

1. For the purposes of this Schedul e:

(a) the term“eligible Categories” nmeans Categories (1), (2) and
(3) set forth in the table in paragraph 1 of Schedule 1 to this
Agr eenent ;

(b) the term“eligible expenditures” neans expenditures in
respect of the reasonabl e cost of goods, works and services required for
the Project and to be financed out of the proceeds of the Grant all ocated
to the eligible Category in accordance with the provisions of Schedule 1
to this Agreenent; and

(c) the term“Authorized Allocation” neans an anbunt equival ent
to US$1, 000,000 to be withdrawn fromthe Grant Account and deposited into
the Grant Special Account pursuant to paragraph 3 (a) of this Schedul e.

2. Paynents out of the Grant Special Account shall be nade exclusively
for eligible expenditures in accordance with the provisions of this
Schedul e.

3. After the Adm nistrator has received evidence satisfactory to it
that the Grant Special Account has been duly opened, withdrawals of the
Aut horized All ocation and subsequent wi thdrawals to replenish the G ant
Speci al Account shall be made as foll ows:

(a) For withdrawal s of the Authorized Allocation, the Recipient
shall furnish to the Adm nistrator a request or requests for a deposit or
deposits which do not exceed the aggregate anobunt of the Authorized
Al ocation. On the basis of such request or requests, the Admi nistrator
shall, on behalf of the Recipient, withdraw fromthe G ant Account and
deposit in the G ant Special Account such amount or anounts as the
Reci pi ent shall have request ed.

(b) (i) For repl eni shnment of the Special Account, the
Reci pi ent shall furnish to the Admi ni strator requests for
deposits into the Grant Special Account at such
intervals as the Administrator shall specify.

(ii) Prior to or at the tine of each such request, the
Reci pi ent shall furnish to the Administrator the
docurments and ot her evidence required pursuant to
paragraph 4 of this Schedule for the payment or payments in respect of



which replenishment is requested. On the basis of each such
request, the Administrator shall, on behalf of the
Recipient, withdraw from the Grant Account and
deposit into the Special Account such amount as the Recipient

shall have requested and as shall have been shown by said
documents and other evidence to have been paid out of
the Grant Special Account for eligible expenditures.

All such deposits shall be withdrawn by the Administrator from the Grant
Account under the respective eligible Category, and in the respective
equivalent amounts, as shall have been justified by said documents and
other evidence.

4. For each payment made by the Recipient out of the Grant Special
Account, the Recipient shall, at such time as the Administrator shall
reasonably request, furnish to the Administrator such documents and other
evidence showing that such payment was made exclusively for eligible
expenditures.

5. Notwithstanding the provisions of paragraph 3 of this Schedule, the
Administrator shall not be required to make further deposits into the
Grant Special Account:

@ if, at any time, the Administrator shall have determined
that all further withdrawals should be made by the Recipient directly
from the Grant Account in accordance with the provisions of Article V of
the General Conditions and paragraph (a) of Section 2.02 of this
Agreement; or

(b) once the total unwithdrawn amount of the Grant allocated to
the eligible Category, less the amount of any outstanding special
commitment entered into by the Administrator pursuant to Section 5.02 of
the General Conditions shall equal the equivalent of twice the amount of
the Authorized Allocation.

Thereafter, withdrawal from the Grant Account of the remaining
unwithdrawn amount of the Grant allocated to the eligible Category shall
follow such procedures as the Administrator shall specify by notice to

the Recipient. Such further withdrawals shall be made only after and to
the extent that the Administrator shall have been satisfied that all such
amounts remaining on deposit in the Grant Special Account as of the date
of such notice will be utilized in making payments for eligible
expenditures.

6. (@) If the Administrator shall have determined at any time that
any payment out of the Grant Special Account: (i) was made for an
expenditure or in an amount not eligible pursuant to paragraph 2 of this
Schedule; or (ii) was not justified by the evidence furnished to the
Administrator, the Recipient shall, promptly upon notice from the
Administrator: (A) provide such additional evidence as the Administrator
may request; or (B) deposit into the Grant Special Account (or, if the
Administrator shall so request, refund to the Administrator) an amount
equal to the amount of such payment or the portion thereof not so
eligible or justified. Unless the Administrator shall otherwise agree, no
further deposit by the Administrator into the Grant Special Account shall
be made until the Recipient has provided such evidence or made such
deposit or refund, as the case may be.

(b) If the Administrator shall have determined at any time that
any amount outstanding in the Grant Special Account will not be required
to cover further payments for eligible expenditures, the Recipient shall,
promptly upon notice from the Administrator, refund to the Administrator
such outstanding amount.

(c) The Recipient may, upon naotice to the Administrator, refund
to the Administrator all or any portion of the funds on deposit in the
Grant Special Account.



(d) Refunds to the Administrator made pursuant to paragraphs 6
(a), (b) and (c) of this Schedule shall be credited to the Grant Account
for subsequent withdrawal or for cancellation in accordance with the
relevant provisions of this Agreement, including the General Conditions.



