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Trust Fund Credit Agreement

(Electric Sector Investment and Management Project)

between

PALESTINE LIBERATION ORGANIZATION (for the Benefit of the Palestinian Authority)

and

INTERNATIONAL DEVELOPMENT ASSOCIATION As Administrator of the Trust Fund for Gaza and
West Bank

Dated September 29, 1999
TF 026092
TRUST FUND CREDIT AGREEMENT

AGREEMENT, dated September 29, 1999, between PALESTINE LIBERATION ORGANIZATION
(for the benefit of the Palestinian Authority) (the Borrower) and INTERNATIONAL
DEVELOPMENT ASSOCIATION, acting as administrator (the Administrator) of the Trust Fund
for Gaza and West Bank, established on October 19, 1993, by Resolution No. 93-11 and
IDA 93-7, as amended by Resolution No. 95-6 and IDA 95-3 and further amended by
Resolution 96-11 and IDA 96-7, of the Executive Directors of the International Bank
for Reconstruction and Development and the International Development Association (the
Trust Fund).

WHEREAS (A) the Board of Governors of the International Bank for Reconstruction
and Development and the International Development Association has resolved, on July
13, 1998, to, inter alia, replenish the Trust Fund in the amount of ninety million
dollars ($90,000,000), such amount to be transferred from the surplus of the
International Bank for Reconstruction and Development and to be used for financing
rehabilitation projects in parts of the Gaza Strip (Gaza) and the West Bank (the West
Bank) which are under the jurisdiction of the Palestinian Authority (as this term is
hereinafter defined);

(B) the Palestine Liberation Organization and the Government of the State of
Israel have entered, on September 28, 1995, into an agreement which, inter alia, sets



out certain interim self-government arrangements in Gaza and the West Bank (the
Interim Agreement);

© Section 5 (b) of Article IX of the Interim Agreement authorizes the
Palestine Liberation Organization to conduct negotiations and, in certain cases
described thereunder, sign agreements with states and international organizations for
the benefit of the Palestinian Authority;

(D) the Palestinian Authority intends to contract from the Government of the
Republic of Italy (Italy) a loan (the Italy Loan) in an aggregate amount equivalent to
thirty-five million dollars ($35,000,000) to assist in financing Parts A.1 (c) and C
of the Project, described in Schedule 2 of this Agreement, on the terms and conditions
set forth in an agreement (the Italy Loan Agreement), to be entered into between the
Palestinian Authority and Italy;

(E) the Palestinian Authority has contracted from the European Investment
Bank (EIB) a loan (the EIB Loan) in an amount equivalent to thirty-eight million
dollars ($38,000,000) to finance Parts A.1 (b) and A.2 of the Project on the terms and
conditions set forth in an agreement (the EIB Loan Agreement) to be entered into
between the Palestinian Authority and EIB;

(F) the Administrator received a letter dated July 6, 1997, from the
Palestinian Authority describing a program of actions, objectives and policies
designed to restructure and further develop the power sector in the parts of the West
Bank under the jurisdiction of the Palestinian Authority (the Program) and declaring
the Pal estinian Authority’s commitment to the execution of the Program

(G the Pal estinian Authority, on behalf of the Borrower, has requested the
Administrator to assist in financing the Project described in Schedule 2 to this
Agreement; and

WHEREAS t he Admi ni strator has agreed, on the basis, inter alia, of the foregoing
to extend the Credit to the Pal estine Liberation O ganization, for the benefit of the
Pal estinian Authority, upon the terns and conditions set forth in this Agreenent;

NOW THEREFORE t he parties hereto hereby agree as follows:
ARTI CLE |
General Conditions; Definitions

Section 1.01. The “General Conditions” set forth in Schedule 1 to the Trust Fund
Credit Agreenent between the Admi nistrator and the Pal estinian Economic Council for
Devel opnent and Reconstruction, dated Septenber 7, 1994, relating to the Emergency
Rehabi l'itation Project (TF 026066 GZ), as anended, with the followi ng nodifications
thereto (the General Conditions), constitute an integral part of this Agreenent.

(a) The second sentence of Section 5.01 is nodified to read:

“Except as the Administrator and the Borrower shall otherw se agree, no
wi t hdrawal s shal | be made: (a) on account of expenditures in the territories of any
country which is not a nenber of the Bank or for goods produced in, or services
supplied from such territories; or (b) for the purpose of any paynment to persons
or entities, or for any inmport of goods, if such payment or import, to
the know edge of the Administrator, is prohibited by a decision of the United Nations
Security Council taken under Chapter VIl of the Charter of the United Nations.”

(b) Par agraph (g) of Section 6.02 is re-lettered as paragraph (k) and the
foll owi ng new paragraphs (g) through (j) are added in said Section 6.02:

“(9) The Borrower or any Project inplenentation entity shall, w thout
the consent of the Administrator, have (i) assigned or transferred, in whole or in
part, any of its obligations arising under the Trust Fund Credit Agreenent;
or (ii) sold, leased, transferred, assigned, or ot herwi se di sposed of any
property or assets financed wholly or in part out of the proceeds of t he
Credit, except with respect to transactions in the ordi nary course of business which,
in the opi nion of the Administrator, (A) do not materially and adversely affect



the ability of the Borrower to perform any of its obligations under the Trust
Fund Credit Agreement or to achieve the objectives of the Project, or the
ability of the Project implementation entity to perform any of its obligations
arising under, or entered into pursuant to, the Trust Fund Credit Agreement, or to
achieve the objectives of the Project; and (B) do not materially and adversely affect

the financial condition or operation of the Project implementation entity.

(h) Any Project implementation entity shall have ceased to exist in the same
legal form as that prevailing as of the date of the Trust Fund Credit Agreement.

(@) Any action shall have been taken for the dissolution, disestablishment or
suspension of operations of any Project implementation entity.

() In the opinion of the Administrator, the legal character, ownership or
control of any Project implementation entity shall have changed from that prevailing
as of the date of the Trust Fund Credit Agreement so as to materially and adversely
affect (i) the ability of the Borrower to perform any of its obligations under the
Trust Fund Credit Agreement or to achieve the objectives of the Project; or (ii) the
ability of the Project implementation entity to perform any of its obligations arising
under, or entered into pursuant to, the Trust Fund Credit Agreement, or to achieve the
obj ectives of the Project.”

(c) Section 6.03 is nodified to read:

“Section 6.03. Cancellation by the Administrator. If (a) the right of the
Borrower to make withdrawal s fromthe Credit Account shall have been suspended with
respect to any amount of the Credit for a continuous period of thirty days, or (b)
at any tine, the Adm nistrator determ nes, after consultation with the Borrower,
that an anount of the Credit will not be required to finance the Project’s
costs to be financed out of the proceeds of the Credit, or (c) at any tine, t he
Admini strator determines, with respect to any contract to be financed out of the
proceeds of the Credit, that corrupt or fraudul ent practices were engaged in by

representati ves of the Borrower or of a beneficiary of the Credit during the
procurenent or the execution of such contract, wi thout the Borrower having
taken tinely and appropriate action satisfactory to the Adm nistrator to

remedy the situation, and establishes the ambunt of expenditures in respect of such
contract which woul d ot herwi se have been eligible for financing out of the proceeds of
t he Credit, or (d) at any time, the Admi nistrator determ nes that the procurenment of

any contract to be financed out of the proceeds of the Credit is inconsistent with
the procedures set forth or referred to in the Trust Fund Credit Agreenent
and establishes the anmbunt of expenditures in respect of such contract which
woul d ot herwi se have been eligible for financing out of the proceeds of

the Credit, or (e) after the dosing Date, an anpbunt of the Credit shall remain

unwi t hdrawn fromthe Credit Account, the Admi nistrator may, by notice to the
Borrower, term nate the right of the Borrower to nake withdrawals to such
amount . Upon the giving of such noti ce, such anmpunt of the Credit shall
be cancel ed.”

(d) Par agraph (d) of Section 7.01 is re-lettered as paragraph (h) and the
following are added as new paragraphs (d) through (h) of said Section:

“(d) The Borrower or any Project inplenentation entity shall, w thout
the consent of the Administrator, have (i) assigned or transferred, in whole or in
part, any of its obligations arising under the Trust Fund Credit Agreenent;
or (ii) sold, leased, transferred, assigned, or ot herwi se di sposed of any
property or assets financed wholly or in part out of the proceeds of t he
Credit, except with respect to transactions in the ordi nary course of business which,
in the opi nion of the Administrator, (A) do not materially and adversely affect
the ability of the Borrower to performany of its obligations under the Trust
Fund Credit Agreement or to achieve the objectives of the Project, or the
ability of the Project inplenentation entity to perform any of its obligations
arising under, or entered into pursuant to, the Trust Fund Credit Agreenent, or to
achi eve the objectives of the Project; and (B) do not materially and adversely affect
t he financial condition or operation of the Project inplenentation entity.

(e) Any Project inplenentation entity shall have ceased to exist in the sane
|l egal formas that prevailing as of the date of the Trust Fund Credit Agreenent.



) Any action shall have been taken for the dissolution, disestablishment or
suspension of operations of any Project implementation entity.

(9) In the opinion of the Administrator, the legal character, ownership or
control of any Project implementation entity shall have changed from that prevailing
as of the date of the Trust Fund Credit Agreement so as to materially and adversely
affect (i) the ability of the Borrower to perform any of its obligations under the
Trust Fund Credit Agreement or to achieve the objectives of the Project; or (ii) the
ability of the Project implementation entity to perform any of its obligations arising
under, or entered into pursuant to, the Trust Fund Credit Agreement, or to achieve the
obj ectives of the Project.”

Section 1.02. Unless the context otherwi se requires, the several terns defined
in the General Conditions and in the Preanble to this Agreenent have the respective
nmeani ngs therein set forth and the follow ng additional terms have the follow ng
neani ngs:

(a) “JDECO'" neans the Jerusalem District Electricity Conpany Ltd., the
conpany responsi ble for power distribution in the central part of the Wst Bank,
registered in the Jerusal em conpany register No. 51-052349-1 on August 4, 1969;

(b) “SELCO neans the Southern Electricity Conpany, the conpany responsible
for power distribution in the southern part of the Wst Bank (except for the Hebron
Miuni cipality), registered in the conpany register No. 562439422 on Decenber 14,
1998;

(c) “HEPCO' neans the Hebron El ectric Power Conpany, the conpany responsible
for power distribution in the Hebron Municipality, to be established pursuant to the
Conpani es Law,

(d) “Onl endi ng Agreenents” neans, collectively, the agreements to be entered
into by the Palestinian Authority (on behal f of the Borrower) and JDECO, SELCO and
HEPCO, respectively, pursuant to Section 3.01 (d), (e) and (f) of this Agreement, as
the same nay be anended fromtine to tine, and such termshall include any schedule to
the respective On-lending Agreenent;

(e) “PEA’ neans the Pal estinian Energy Authority, a public authority
established and operating in the parts of the Wst Bank and Gaza under the
jurisdiction of the Palestinian Authority pursuant to a Decree of the Ra ees of the
Pal estinian Authority, dated August 31, 1995, as the sane may be anmended fromtinme to
tine;

(f) “JDECO Speci al Account,” “SELCO Special Account,” “HEPCO Special Account”
and “PEA Special Account” nean the accounts referred to in Section 2.02 (b) of this
Agr eenent ;

(9) “Subsi di ary Agreenment” neans the agreenent to be entered into between the
Borrower and the Pal estinian Authority pursuant to Section 3.01 (b) of this Agreenent,
as the sane may be anended fromtine to time, and such termshall include all

schedul es to the Subsidiary Agreenent; and

(h) “Managenent Contract” neans the perfornmance-based contract to be entered
into by SELCOwith a private sector operator for the intial start-up and nanagenment of
SELCO.

ARTI CLE 11
The Credit
Section 2.01. The Adnministrator agrees to lend to the Borrower, on the terns and
conditions set forth or referred to in this Agreenent, an anmount in various currencies
equivalent to fifteen nmllion dollars ($15, 000, 000).
Section 2.02. (a) The anount of the Credit nmay be withdrawn fromthe Credit

Account in accordance with the provisions of Schedule 1 to this Agreenent for
expenditures nmade (or, if the Administrator shall so agree, to be nade) in respect of



the reasonable cost of goods, works and services required for Parts A.1 (a) and B of
the Project described in Schedule 2 to this Agreement and to be financed out of the
proceeds of the Credit.

(b) The Borrower may open and maintain, in dollars, four (4) separate special
deposit accounts in one or more commercial banks on terms and conditions satisfactory
to the Administrator, including appropriate protection against set-off, seizure or
attachment. The JDECO Special Account shall be used exclusively to finance
expenditures under Categories (1), (2) and (3) set forth in the table in paragraph 1
of Schedule 1 to this Agreement; SELCO Special Account shall be used exclusively to
finance expenditures under Categories (4) and (5) set forth in the table in paragraph
1 of Schedule 1 to this Agreement; HEPCO Special Account shall be used exclusively to
finance expenditures under Categories (6) and (7) set forth in the table in paragraph
1 of Schedule 1 to this Agreement; and PEA Special Account shall be used exclusively
to finance expenditures under Category (8) set forth in the table in paragraph 1 of
Schedule 1 to this Agreement. Deposits into, and payments out of, the Special
Accounts shall be made in accordance with the provisions of Schedule 4 to this
Agreement.

Section 2.03. The Closing Date shall be June 30, 2004, or such later date as the
Administrator shall establish. The Administrator shall promptly notify the Borrower of
such later date.

Section 2.04. (a) The Borrower shall cause the Palestinian Authority to pay to
the Administrator a commitment charge on the principal amount of the Credit not
withdrawn from time to time at a rate to be set by the Administrator as of June 30, of
each year, but not to exceed the rate of one-half of one percent (1/2 of 1%) per
annum.

(b) The commitment charge shall accrue: (i) from the date sixty (60) days
after the date of this Agreement (the accrual date) to the respective dates on which
amounts shall be withdrawn by the Borrower from the Credit Account or canceled; and
(ii) at the rate set as of the June 30, immediately preceding the accrual date and at
such other rates as may be set from time to time thereafter pursuant to paragraph (a)
above. The rate set as of June 30, in each year shall be applied from the next date in
that year specified in Section 2.06 of this Agreement.

(c) The commitment charge shall be paid: (i) at such places as the
Administrator shall reasonably request; (ii) without restrictions of any kind imposed
by, or in the territory of, the Borrower; and (iii) in the currency specified in this
Agreement for the purposes of Section 4.02 of the General Conditions or in such other
eligible currency or currencies as may from time to time be designated or selected
pursuant to the provisions of that Section.

Section 2.05. The Borrower shall cause the Palestinian Authority to pay to the
Administrator a service charge at the rate of three-fourths of one percent (3/4 of 1%)
per annum on the principal amount of the Credit withdrawn and outstanding from time to
time.

Section 2.06. Commitment charges and service charges shall be payable
semi-annually on April 1, and October 1, in each year.

Section 2.07. The Borrower shall cause the Palestinian Authority to repay the
principal amount of the Credit in semiannual installments payable on each April 1 and
October 1 commencing October 1, 2009, and ending April 1, 2039. Each installment to
and including the installment payable on April 1, 2019, shall be one percent (1%) of
such principal amount, and each installment thereafter shall be two percent (2%) of
such principal amount.

Section 2.08. The currency of the United States of America is hereby specified
for the purposes of Section 4.02 of the General Conditions.

ARTICLE 1l
Execution of the Project

Section 3.01. (a) The Borrower declares its commitment to the objectives of the



Project as set forth in Schedule 2 to this Agreement, and, to this end, shall, through
the Palestinian Authority, carry out, or cause to be carried out, the Project with due
diligence and efficiency and in conformity with appropriate administrative, economic,
financial and environmental practices and shall provide, promptly as needed, the
funds, facilities, services and other resources required for the Project.

(b) The Borrower shall make the proceeds of the Credit available to the
Palestinian Authority under a subsidiary agreement to be entered into between the
Borrower and the Palestinian Authority under terms and conditions which shall have
been approved by the Administrator.

(c) The Borrower shall cause the Palestinian Authority: (i) to perform in
accordance with the provisions of the Subsidiary Agreement all of the obligations of
the Palestinian Authority therein set forth; (ii) to take all action, including the
provision of funds, facilities, services and other resources, necessary or appropriate
for the carrying out of the Project; and (iii) not to take or permit to be taken any
action which would prevent or interfere with the carrying out of the Project.

(d) Without prejudice to the provisions of paragraphs (b) and (c) above, the
Borrower shall cause the Palestinian Authority to relend the proceeds of the Credit
allocated from time to time to Categories (1), (2) and (3) of the table set forth in
paragraph 1 of Schedule 1 to this Agreement, to JDECO under an on-lending agreement to
be entered into between the Palestinian Authority (on behalf of the Borrower) and
JDECO, under terms and conditions which shall have been approved by the Administrator
which shall include, inter alia: (i) that JDECO shall carry out Parts A.1 (a) and B.1
of the Project in accordance with the provisions set forth in Schedule 5 to this
Agreement; (ii) that interest on the principal amount of the on-lent proceeds
withdrawn and outstanding from time to time shall be six percent (6 %) per annum;

(iii) that the on-lent proceeds shall be repaid over a period of twenty (20) years,

including three (3) years of grace; and (iv) that the principal amount of the on-lent
proceeds shall be the equivalent in dollars (determined as of the respective dates of
withdrawal from the Credit Account or payment out of the JDECO Special Account) of the
value of the currency or currencies so withdrawn or paid out on account of the cost of
goods, works and services required by JDECO to carry out Parts A.1 (a) and B.1 of the
Project and to be financed out of the proceeds of the Credit allocated from time to

time to Categories (1), (2) and (3) of the table set forth in paragraph 1 of Schedule

1 to this Agreement.

(e) Without prejudice to the provisions of paragraphs (b) and (c) above, the
Borrower shall cause the Palestinian Authority to relend the proceeds of the Credit
allocated from time to time to Categories (4) and (5) of the table set forth in
paragraph 1 of Schedule 1 to this Agreement, to SELCO under an on-lending agreement to
be entered into between the Palestinian Authority (on behalf of the Borrower) and
SELCO, under terms and conditions which shall have been approved by the Administrator
which shall include, inter alia: (i) that SELCO shall carry out Part B.2 of the
Project; (ii) that interest on the principal amount of the on-lent proceeds withdrawn
and outstanding from time to time shall be two percent (2%) per annum; (iii) that the
on-lent proceeds shall be repaid over a period of twenty-five (25) years, including
ten (10) years of grace; and (iv) that the principal amount of the on-lent proceeds
shall be the equivalent in dollars (determined as of the respective dates of
withdrawal from the Credit Account or payment out of the SELCO Special Account) of the
value of the currency or currencies so withdrawn or paid out on account of the cost of
goods, works and services required by SELCO to carry out Part B.2 of the Project and
to be financed out of the proceeds of the Credit allocated from time to time to
Categories (4) and (5) of the table set forth in paragraph 1 of Schedule 1 to this
Agreement.

) Without prejudice to the provisions of paragraphs (b) and (c) above, the
Borrower shall cause the Palestinian Authority to relend the proceeds of the Credit
allocated from time to time to Categories (6) and (7) of the table set forth in
paragraph 1 of Schedule 1 to this Agreement, to HEPCO under an on-lending agreement to
be entered into between the Palestinian Authority (on behalf of the Borrower) and
HEPCO, under terms and conditions which shall have been approved by the Administrator
which shall include, inter alia: (i) that HEPCO shall carry out Part B.3 of the
Project; (ii) that interest on the principal amount of the on-lent proceeds withdrawn
and outstanding from time to time shall be two percent (2%) per annum; (iii) that the
on-lent proceeds shall be repaid over a period of twenty-five (25) years, including



ten (10) years of grace; and (iv) that the principal amount of the on-lent proceeds

shall be the equivalent in dollars (determined as of the respective dates of

withdrawal from the Credit Account or payment out of the HEPCO Special Account) of the
value of the currency or currencies so withdrawn or paid out on account of the cost of
goods, works and services required by HEPCO to carry out Part B.3 of the Project and

to be financed out of the proceeds of the Credit allocated from time to time to

Categories (6) and (7) of the table set forth in paragraph 1 of Schedule 1 to this
Agreement.

(9) The Borrower, through the Palestinian Authority, shall make available to
PEA on a grant basis the proceeds of the Credit allocated from time to time to
Category (8) of the table set forth in paragraph 1 of Schedule 1 to this Agreement,
under arrangements which shall have been approved by the Administrator.

(h) The Borrower shall exercise its rights under the Subsidiary Agreement,
and shall cause the Palestinian Authority to exercise its rights under the On-lending
Agreements, in such manner as to protect the interests of the Borrower, the
Palestinian Authority and the Administrator and to accomplish the purposes of the
Credit, and, except as the Administrator shall otherwise agree, the Borrower shall not
assign, amend, abrogate or waive the Subsidiary Agreement or any provision thereof,
and shall cause the Palestinian Authority not to assign, amend, abrogate or waive any
of the On-lending Agreements or any provision thereof.

Section 3.02. Except as the Administrator shall otherwise agree, procurement of
goods, works and consultants’ services required for the Project and to be financed out
of the proceeds of the Credit shall be governed by the provisions of Schedule 3 to
this Agreenent.

Section 3.03. The Borrower, through the Pal estinian Authority, shall: (a)
mai ntain policies and procedures adequate to enable it to nonitor and evaluate on an
ongoi ng basis, in accordance with indicators satisfactory to the Adnministrator, the
carrying out of the Project and the achi evement of the objectives thereof; (b)
prepare, under ternms of reference satisfactory to the Adm nistrator, and furnish to
the Administrator, on or about August 30, 2001, a report integrating the results of
the nonitoring and eval uation activities perforned pursuant to paragraph (a) of this
Section, on the progress achieved in the carrying out of the Project during the period
preceding the date of said report and setting out the nmeasures recommended to ensure
the efficient carrying out of the Project and the achievenment of the objectives
t hereof during the period follow ng such date; and (c) review with the Adnmi nistrator,
by Novenber 30, 2001, or such later date as the Adninistrator shall request, the
report referred to in paragraph (b) of this Section, and, thereafter, take al
neasures required to ensure the efficient conpletion of the Project and the
achi everrent of the objectives thereof, based on the conclusions and reconmendations of
the said report and the Adnministrator’s views on the natter.

ARTI CLE |V
Fi nanci al Covenants

Section 4.01.(a) The Borrower, through the Pal estinian Authority, shall: (i)
mai ntain or cause to be maintained records and accounts adequate to reflect, in
accordance with sound accounting practices, the operations, resources and expenditures
in respect of Part B.4 of the Project of the agencies and departnents of the
Pal estinian Authority responsible for carrying out Part B.4 of the Project. and (ii)
cause JDECO, SELCO and HEPCO, respectively, to maintain records and accounts adequate
to reflect in accordance with sound accounting practices its operations and financi al
condi tions.

(b) The Borrower shall cause the Palestinian Authority to: (i) have the
records and accounts referred to in paragraph (a) (i) of this Section (including those
for the Special Accounts) for each fiscal year audited, in accordance with appropriate
audi ting principles consistently applied, by independent auditors acceptable to the
Administrator; (ii) furnish to the Adm nistrator, as soon as available, but in any
case not later than six (6) nonths after the end of each such year the report of such
audit by said auditors, of such scope and in such detail as the Administrator shal
have reasonably requested; and (iii) furnish to the Admi nistrator such other
i nformati on concerning said records and accounts and the audit thereof as the



Administrator shall from time to time reasonably request.

(c) The Borrower, through the Palestinian Authority, shall cause each of
JDECO, SELCO and HEPCO: (i) to have its records, accounts and financial statements
(balance sheets, statements of income and expenses and related statements) for each
year audited, in accordance with appropriate auditing principles consistently applied,
by independent auditors acceptable to the Administrator; (ii) furnish to the
Administrator as soon as available, but in any case not later than six (6) months
after the end of each such fiscal year: (A) certified copies of its financial
statements for such year as so audited, and (B) the report of such audit by said
auditors of such scope and in such detail as the Administrator shall have reasonably
requested; and (iii) furnish to the Administrator such other information concerning
said records, accounts and financial statements as well as the audit thereof, as the
Administrator shall from time to time reasonably request.

(d) For all expenditures with respect to which withdrawals from the Credit
Account were made on the basis of statements of expenditure, the Borrower shall cause
the Palestinian Authority to: (i) maintain or cause to be maintained, in accordance
with paragraph (a) of this Section, records and accounts reflecting such expenditures;
(ii) retain, until at least one (1) year after the Administrator has received the
audit report for the fiscal year in which the last withdrawal from the Credit Account
was made, all records (contracts, orders, invoices, bills, receipts and other
docunent s) evidenci ng such expenditures; (iii) enable the Adnministrator’s
representatives to exam ne such records; and (iv) ensure that such records and
accounts are included in the annual audit referred to in paragraph (b) of this Section
and that the report of such audit contains a separate opinion by said auditors as to
whet her the statenents of expenditure submitted during such fiscal year, together with
the procedures and internal controls involved in their preparation, can be relied upon
to support the related wthdrawal s.

ARTI CLE V
Renedi es of the Adm nistrator

Section 5.01. Pursuant to Section 6.02 (k) of the General Conditions, the
followi ng additional events are specified:

(a) Any authority having jurisdiction shall have taken any action for the
di ssolution or disestablishnent of JDECO SELCO or HEPCO, or for the suspension of
JDECO s, SELCO s or HEPCO s operations.

(b) A situation has arisen which shall nmake it inprobable that the Program
or a significant part thereof, will be carried out.

(c) The Italy Loan Agreenent or the EIB Loan Agreenent shall have failed to
become effective by June 30, 2000, or such later date as the Administrator nay agree,
provi ded, however, that the provisions of this paragraph shall not apply if the
Borrower shall establish to the satisfaction of the Adm nistrator that adequate funds
are available to the Project fromother sources on terms and conditions consistent
with obligations of the Borrower under the Italy Loan Agreement or the EIB Loan
Agr eenent .

(d) (i) Subj ect to subparagraph (ii) of this paragraph: (A) the right of

the Borrower to wi t hdraw the proceeds of the Italy Loan or the
El B Loan shal |l have been suspended, canceled or termi nated, in whole
or in part, pursuant to the terms of the agreenent provi di ng therefor;

or (B) the Italy Loan or the EIB Loan shall have become due and
payabl e prior to the agreed maturity thereof.

(ii) Subparagraph (i) of this paragraph shall not apply if the Borrower

shal | establish to the satisfaction of the Administrator that: (A)
such suspension, cancellation, term nation or prematuring i s not
caused by the failure of the Borrower to perform any of its

obli gati ons under such agreement; and (B) adequate funds for the Project

are available to the Borrower from other sources on terns and conditions consistent
with the obligations of the Borrower under the Italy Loan Agreenent or

the EIB Loan Agr eenent .



Section 5.02. Pursuant to Section 7.01 (h) of the General Conditions, the
following additional events are specified:

@) the event specified in paragraph (a) of Section 5.01 of this Agreement
shall occur; and

(b) the event specified in paragraph (d) (i) (B) of Section 5.01 of this
Agreement shall occur, subject to the provisions of paragraph (d) (ii) of that
Section.

ARTICLE VI
Effective Date; Termination

Section 6.01. The following events are specified as additional conditions to the
effectiveness of this Agreement within the meaning of Section 12.01 of the General
Conditions:

(@) that the Subsidiary Agreement has been executed on behalf of the Borrower
and the Palestinian Authority; and

(b) that an On-lending Agreement has been executed on behalf of the
Palestinian Authority and JDECO.

Section 6.02. The following is specified as additional matters, within the
meaning of Section 12.02 (b) of the General Conditions, to be included in the opinion
or opinions to be furnished to the Administrator:

(@) that the Subsidiary Agreement has been duly authorized or ratified by,
and is legally binding upon, the Borrower and the Palestinian Authority in accordance
with its terms; and

(b) the On-lending Agreement has been duly authorized or ratified by, and is
legally binding upon, the Palestinian Authority and JDECO in accordance with its
terms.

Section 6.03. The date ninety (90) days after the date of this Agreement is
hereby specified for the purposes of Section 12.04 of the General Conditions.

Section 6.04. The obligations of the Borrower under Section 4.01 of this
Agreement shall cease and determine on the date on which this Agreement shall
terminate or on the date twenty-five (25) years after the date of this Agreement,
whichever shall be the earlier.

ARTICLE VII
Representative of the Borrower; Addresses
Section 7.01. The Minister of Finance of the Palestinian Authority is designated
as representative of the Borrower for the purposes of Section 11.03 of the General
Conditions.

Section 7.02. The following addresses are specified for the purposes of Section
11.01 of the General Conditions:

For the Borrower:
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
Washington, D.C.

248423 (MCI) or
64145 (MCI)

IN WITNESS WHEREOF, the parties hereto, acting through their duly authorized
representatives, have caused this Agreement to be signed in their respective hames in
the District of Columbia, United States of America, 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 the Trust Fund for Gaza and West Bank

By /s/ Kemal Dervis

Regional Vice President
Middle East and North Africa

SCHEDULE 1

Withdrawal of the Proceeds of the Credit

1. The table below sets forth the Categories of items to be financed out of the
proceeds of the Credit, the allocation of the amounts of the Credit to each Category
and the percentage of expenditures for items so to be financed in each Category:

Amount of the

Credit Allocated

(Expressed in US
Category Dollar Equivalent)

Q) Civil works under 1,000,000
Part A.1 (a) of
the Project

2 Goods under Part A.1(a) 3,400,000
of the Project

) Consul tants’ services 2, 200, 000
and training for JDECO
under Part B.1 of the
Pr oj ect

(4) Consul tants’ services 1, 000, 000
and training for SELCO
under Part B.2 of the
Pr oj ect

(5) Initial start-up and 1, 000, 000
Qper ating Expenditures

% of Eligible
Expenditures
to be Financed

100% of foreign
expenditures and 85%
of local expenditures

100% of foreign
expenditures and
85% of local
expenditures

100%

100%

85% f or expenditures
i ncurred before



for SELCO under June 30, 2001 and
Part B.2 of the Project 65% thereafter

(6) Consul tants’ services and 1, 100, 000 100%
training for HEPCO under
Part B.3 of the Project

(7) Initial start-up and 1, 500, 000 85% f or expenditures
Oper ating Expenditures incurred before
for HEPCO under June 30, 2001 and
Part B.3 of the Project 65% t hereafter

(8) Consul tants’ services and 2, 000, 000 100%

training for PEA under
Part B.4 of the Project

(9) Unal | ocat ed 1, 800, 000
TOTAL 15, 000, 000
2. For the purposes of this Schedul e:
(a) the term“foreign expendi tures” means expenditures for goods 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;

(b) the term“local expenditures” neans expenditures in the currency used in
the parts of the West Bank and Gaza under the jurisdiction of the Pal estinian
Aut hority or for goods or services supplied fromthe parts of the West Bank and Gaza
under the jurisdiction of the Palestinian Authority, provided, however, that if the
currency used in the parts of the Wst Bank and Gaza under the jurisdiction of the
Pal estinian Authority is also that of a country fromthe territory of which goods or
services are supplied, expenditures in such currency for such goods or services shal
be deened to be “foreign expenditures”; and

(c) the term“lnitial start-up and Qperating Expenditures” neans expenditures
incurred on account of the Project for paynents of salaries, rental of office space,
utility charges, vehicles, naintenance of vehicles, fuel, office supplies,
comuni cations services and travel expenses.

3. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s shall be
made in respect of payments nade for

(a) expenditures prior to the date of this Agreenent, except that
wi thdrawal s, in an aggregate anmpbunt not exceeding the equival ent of $1, 000,000, may be
made in respect of Categories (1), (2) and (3) on account of paynents made for
expendi tures before that date but after Novenber 1, 1998;

(b) expenditures in respect of Categories (4) and (5), until (i) SELCO has
entered into the Managenent Contract acceptable to the Administrator; (ii) an
On-1endi ng Agreenent has been executed on behalf of the Pal estinian Authority and
SELCO, and (iii) an opinion, within the neaning of Section 12.02 of the Genera
Condi tions, has been furnished to the Administrator stating that the On-lending
Agreenent has been duly authorized or ratified by, and is legally binding upon the
Pal estinian Authority and SELCO in accordance with its terns; and

(c) expenditures in respect of Categories (6) and (7), until (i) HEPCO has
been registered as a conpany under the Conpanies Law in the conpany register; (ii)
HEPCO has furnished to the Adm nistrator a business plan acceptable to the
Administrator; (iii) an On-lending Agreenent has been executed on behal f of the
Pal estinian Authority and HEPCO and (iv) an opinion, within the neaning of Section
12.02 of the General Conditions, has been furnished to the Adm nistrator stating that
the On-1endi ng Agreement has been duly authorized or ratified by, and is legally
bi ndi ng upon the Pal estinian Authority in accordance with its ternmns.

4, The Administrator may require withdrawals fromthe Credit Account to be nade on
the basis of statenents of expenditure for: (i) goods costing | ess than the equival ent



of $500,000 per contract; (ii) works costing less than the equivalent of $1,000,000
per contract; (i) contracts costing less than the equivalent of $100,000 for
services with firms; (iv) contracts costing less than the equivalent of $50,000 for
services with individuals; (v) contracts for training, studies, seminars and
workshops; and (vi) initial start-up and Operating Expenditures.

SCHEDULE 2
Description of the Project

The objectives of the Project are: (a) to initiate a restructuring of the power
sector in the West Bank through the consolidation of several municipal electricity
departments into privately-operated distribution companies; and (b) to upgrade the
power distribution system in the central and southern regions of the West Bank in
order to provide electricity to consumers in an efficient and reliable manner.

The Project consists of the following parts, subject to such modifications
thereof as the Borrower and the Administrator may agree from time to time to achieve
such objectives:

Part A: Rehabilitation and Expansion of the Power Distribution Network
1. Carrying out a program to rehabilitate the power distribution system in (a) the

Ramallah area of the West Bank; (b) other areas in the central region of the West
Bank; and (c) the southern region of the West Bank.

2. Carrying out a program to expand the power distribution system in the Bethlehem
area in the central region of the West Bank.

Part B: Institutional Strengthening

1. Strengthening of JDECO in the areas of financial management, billing, collection

and project management through the provision of expert services and training.

2. Strengthening of SELCO s capacity to operate as a financially sound and
technical ly capabl e power distribution conpany through the provision of expert
services, training and goods related to the initial start-up of the conpany.

3. Strengthening of HEPCO s capacity to operate as a financially sound and
technical ly capable power distribution conpany through the provision of expert
services, training and goods related to the initial start-up of the conpany.

4, Support to PEA, through the provision of expert services and training, for
purposes, inter alia, of nodernizing and refornming the power sector’s |egal and
regul atory franework, carrying out tariff studies, preparing technical and safety
standards and conpleting pre-feasibility studies to expand the power distribution
systemin the central and southern regions of the West Bank.

Part C Managenent Support

Support to JDECO, through, inter alia, the provision of goods and expert
services, to ensure the effective inplementation of Part A of the Project.

ok %k ok x x
The Project is expected to be conpl eted by Decenber 31, 2003.
SCHEDULE 3
Procurenent and Consul tants' Services
Section |. Procurenent of Goods and Wrks
Part A Gener al

Goods and works shall be procured in accordance with the provisions of Section |
of the "CQuidelines for Procurenent under |IBRD Loans and | DA Credits" published by the



Administrator in January 1995 and revised in January and August 1996, September 1997
and January 1999 (the Guidelines) and the following provisions of this Section, as
applicable.

Part B: International Competitive Bidding

1. Except as otherwise provided in Part C of this Section, goods shall be procured
under contracts awarded in accordance with the provisions of Section Il of the
Guidelines and paragraph 5 of Appendix 1 thereto.

2. Goods to be procured under contracts awarded in accordance with the provisions
of paragraph 1 of this Part B shall be subject to the following provision, namely,

that the provisions of paragraphs 2.54 and 2.55 of the Guidelines and Appendix 2

thereto shall apply to goods manufactured in the West Bank or Gaza.

Part C: Other Procurement Procedures
1. National Competitive Bidding

Works shall be procured under contracts awarded on the basis of national
competitive 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 local newspaper of wide circulation; (ii)
prospective bidders shall be allowed a minimum of 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 submitted; (iii) the format of the bidding documents shall be
consistent with that of the Administrator’s standard bidding documents, or with the
format of bidding documents used by United Nations Agencies operating in the West Bank
and Gaza; (iv) interested foreign contractors and suppliers shall be allowed to bid;

(v) bids shall be submitted in sealed envelopes and shall be accepted whether mailed
or hand-carried; (vi) all bids shall be opened at the same time in public; (vii)

contracts shall be awarded to the lowest evaluated bidder; (viii) no bidder shall be
requested or permitted to modify his, her or its bid after the bid closing date shall
have elapsed; (ix) price negotiations with the lowest evaluated bidder shall be

limited to cases provided for under the Guidelines; and (x) post qualification

criteria shall, in the absence of a prequalification process, be explicitly stated in

the bidding documents.

2. National Shopping

Goods estimated to cost less than $200,000 equivalent per contract, and not to
exceed $2,000,000 equivalent in the aggregate, may be procured under contracts awarded
on the basis of national shopping procedures in accordance with 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 each contract for works estimated to cost the equivalent of
$1,000,000 or more, and each contract for goods estimated to cost the equivalent of
$500,000 or more, the procedures set forth in paragraphs 2 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 provisions of the
I ntroduction and Section IV of the “Cuidelines: Selection and Enpl oynment of
Consul tants by World Bank Borrowers” published by the Administrator in January 1997
and revised in Septenber 1997 and January 1999 (the Consultant Guidelines) and the

follow ng provisions of Section Il of this Schedule.
Part B: Qual ity- and Cost-based Sel ection
1 Except as otherwi se provided in Part C of this section, consultants’ services

shal | be procured under contracts awarded in accordance with the provisions of Section
Il of the Consultant Cuidelines, paragraph 3 of Appendix 1 thereto, Appendix 2
thereto, and the provisions of paragraphs 3.13 through 3.18 thereof applicable to

qual ity- and cost-based sel ection of consultants.

2. The follow ng provisions shall apply to consultants’ services to be procured
under contracts awarded in accordance with the provisions of the precedi ng paragraph.
The short list of consultants for services under Part C of the Project estimated to
cost |ess than $200, 000 equival ent per contract, may conprise entirely national
consultants in accordance with the provisions of paragraph 2.7 of the Consul tant

Gui del i nes.

Part C O her Procedures or the Sel ection of Consultants

Services for short term advisory services nmay be procured under contracts
awarded to individual consultants in accordance with the provisions of paragraphs 5.1
through 5.3 of the Consultant Cuidelines.

Part D Revi ew by the Bank 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 Consultant Guidelines. Selection of all consultants’
services shall be undertaken in accordance with such selection plan as shall have been
approved by the Adnministrator, and with the provisions of said paragraph 1.

2. Prior Review

(a) Wth respect to each contract for the enpl oynent of consulting firns
estimated to cost the equival ent of $200,000 or nore, the procedures set forth in
paragraphs 1, 2 (other than the third subparagraph of paragraph 2 (a)) and 5 of
Appendi x 1 to the Consultant Cuidelines shall apply.

(b) Wth respect to each contract for the enpl oynent of consulting firns
estimated to cost the equival ent of $100,000 or nore, but |less than the equival ent of
$200, 000, the procedures set forth in paragraphs 1, 2 (other than the second
subpar agraph of paragraph 2 (a)) and 5 of Appendix 1 to the Consultant Guidelines
shal | apply.

(c) Wth respect to each contract for the enploynent of individual
consultants estimated to cost the equival ent of $50,000 or nore, the qualifications,
experience, terms of reference and terns of enploynment of the consultants shall be
furnished to the Adnministrator for its prior review and approval. The contract shall
be awarded only after said approval shall have been given.

3. Post Revi ew

Wth respect to each contract not governed by paragraph 1 of this Part, the
procedures set forth in paragraph 4 of Appendix 1 to the Consultant Guidelines shall

apply.



SCHEDULE 4
Special Accounts
1. For the purposes of this Schedule:

@) the term "eligible Categories" means Categories (1), (2) and (3) in
respect of JDECO Special Account, Categories (4) and (5) in respect of SELCO Special
Account, Categories (6) and (7) in respect of HEPCO Special Account, and Category
(8) in respect of PEA Special Account, all as set forth in the table in paragraph 1 of
Schedule 1 to this Agreement;

(b) the term "eligible expenditures” means expenditures in respect of the
reasonable cost of goods, works and services required for the Project and to be
financed out of the proceeds of the Credit allocated from time to time to the eligible
Categories in accordance with the provisions of Schedule 1 to this Agreement; and

(c) the term "Authorized Allocation" means an amount to be withdrawn from the
Credit Account and deposited into a Special Account pursuant to paragraph 3 (a) of
this Schedule equivalent, in case of JDECO Special Account, to $1,000,000, in case of
SELCO Special Account, to $500,000, in case of HEPCO Special Account, to $500,000,
and, in case of PEA Special Account, to $500,000.

2. Payments out of a Special Account shall be made exclusively for eligible
expenditures in accordance with the provisions of this Schedule.

3. After the Administrator has received evidence satisfactory to it that a Special
Account has been duly opened, withdrawals of the Authorized Allocation relative to
said Special Account, and subsequent withdrawals to replenish the Special Account,
shall be made as follows:

@ For withdrawals of the Authorized Allocation, the Borrower shall furnish
to the Administrator a request or requests for a deposit or deposits which do not
exceed the aggregate amount of the Authorized Allocation. On the basis of such request
or requests, the Administrator shall, on behalf of the Borrower, withdraw from the
Credit Account and deposit in the Special Account such amount or amounts as the
Borrower shall have requested.

(b) 0] For replenishment of a Special Account, the Borrower shall furnish

to the Administrator requests for deposits into the
Special Account at such intervals as the Administrator shall
specify.

(i)  Prior to or at the time of each such request, the Borrower shall
furnish to the Administrator the documents and other 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

Borrower, withdraw from the Credit Account and deposit into the Special Account

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

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

4, For each payment made by the Borrower out of a Special Account, the Borrower
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 either Special
Account:



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

(b) if the Borrower shall have failed to furnish to the Administrator, within
the period of time specified in Section 4.01 (b) (ii) of this Agreement, any of the
audit reports required to be furnished to the Administrator pursuant to said Section
in respect of the audit of the records and accounts for the Special Accounts;

(c) if, at any time, the Administrator shall have notified the Borrower of
its intention to suspend in whole or in part the right of the Borrower to make
withdrawals from the Credit Account pursuant to the provisions of Section 6.02 of the
General Conditions; or

(d) once the total unwithdrawn amount of the Credit allocated to the eligible
Categories, 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 aggregate amount of the Authorized Allocation for Special
Account A and Special Account B.

Thereafter, withdrawal from the Credit Account of the remaining unwithdrawn amount of
the Credit allocated to the eligible Categories shall follow such procedures as the
Administrator shall specify by notice to the Borrower. 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 a 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 a Special Account: (i) was made for an expenditure or in an amount not eligible
pursuant to paragraph 2 of this Schedule; or (i) was not justified by the evidence
furnished to the Administrator, the Borrower shall, promptly upon notice from the
Administrator: (A) provide such additional evidence as the Administrator may request;
or (B) deposit into the Special Account in question (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 either Special Account
shall be made until the Borrower 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 a Special Account will not be required to cover further payments for
eligible expenditures, the Borrower shall, promptly upon notice from the
Administrator, refund to the Administrator such outstanding amount.

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

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

SCHEDULE 5
TERMS AND CONDITIONS OF THE ONLENDING AGREEMENT

The Onlending Agreement pursuant to which JDECO shall carry out Parts A.1 (a)
and B.1 of the Project shall contain the following provisions:

1. JDECO shall carry on its operations and conduct its affairs in accordance with
sound administrative, financial and environmental practices under the supervision of
gualified and experienced management assisted by competent staff in adequate number.

2. JDECO shall at all times operate and maintain its plant, machinery, equipment
and other property, and from time to time, promptly as needed, make all necessary
repairs and renewals thereof, all in accordance with sound engineering, financial and



environmental practices.

3. JDECO shall take out and maintain with responsible insurers, or make other
provision satisfactory to the Administrator for, insurance against such risks and in
such amounts as shall be consistent with appropriate practice.

4, @) Except as the Administrator shall otherwise agree, JDECO shall not incur
any debt unless a reasonable forecast of the revenues and expenditures of JDECO shows
that the estimated net revenues of JDECO for each fiscal year during the term of the

debt to be incurred shall be at least 1.5 times the estimated debt service

requirements of JDECO in such year on all debt of JDECO including the debt to be
incurred.

(b) For the purposes of this Section:
(@) the term “debt” means any indebtedness of JDECO maturing by its
terns nore than one (1) year after the date on which it is
originally incurred.

(ii) Debt shall be deened to be incurred: (A) under a |oan contract or

agreenent or ot her instrunent providing for such debt or for the
nmodi fication of its terms of paynent on the date of such
contact, agreenment or instrument; and (B) under a guar ant ee

agreenent, on the date the agreenment providing for such guarantee has
been entered into.

(iii) The term“net revenues” neans the difference between:

(A the sum of revenues fromall sources related to operations
and net non-operating incone; and

(B) the sumof all expenses related to operations including
adm ni stration, adequat e nmi nt enance, taxes and paynents
in lieu of taxes, but excluding provi sion for

depreci ati on, other non-cash operating charges and interest
and ot her charges on debt.

(iv) The term “net non-operating inconme” neans the difference between:

(A revenues fromall sources other than those related to
operations; and

(B) expenses, including taxes and paynments in |lieu of taxes,
incurred in the generation of revenues in (A) above.

(v) The term “debt service requirenents” neans the aggregate anount of
repaynent s (i ncluding sinking fund payrments, if any) of, and
interest and ot her charges on, debt .

(vi) the term “reasonabl e forecast” neans a forecast prepared by JDECO
not earlier than twelve (12) nmonths prior to the incurrence of the
debt in question, which both the Admi ni strator and JDECO accept as
reasonabl e and as to which the Admi nistrator has notified JDECO of

its acceptability, provided that no event has occurred since such
notification which has, or may reasonably be expected in the future to have, a
materi al adverse effect on the financial condition or future operating

results of JDECO.

(vii) Wenever for the purposes of the Section it shall be necessary to
value, in terms of the currency in use in the parts of the
West Bank and Gaza under the jurisdiction of the

Pal estinian Authority, debt payable in another currency, such

val uation shall be nade on the basis of the prevailing lawful rate of exchange at
whi ch such other currency is, at the time of such valuation,

obt ai nabl e for the purposes of servicing such debt, or, in the

absence of such rate, on the basis of a rate of exchange

acceptable to the Adm nistrator.



5. @) Except as the Administrator shall otherwise agree, JDECO shall not: (i)
declare any dividend or make any other distribution with respect to its share capital,
unless, after such dividend has been paid or other distribution has been made, the
current assets of JDECO would equal or exceed 1.5 times the current liabilities of

JDECO.
(b) For the purposes of this Section:
(@) The term “current assets” neans cash, all assets which could in
the ordinary course of business be converted into cash within
twelve (12) nonths, including accounts recei vabl e, narketabl e

securities, inventories and pre-paid expenses properly
chargeabl e to operating expenses within the next fiscal year.

(ii) The term“current liabilities” neans all liabilities which wll
become due and payabl e or coul d under circunstances then
exi sting be called for paynent w thin twel ve (12) nonths,

i ncl udi ng accounts payabl e, customer advances, debt service
requi renents, taxes and paynents in |ieu of taxes, and dividends.

(iii) The term“debt service requirenents” neans the aggregate anmount of
repaynents (i ncluding sinking fund payrments, if any) of, and
i nterest and ot her charges on, debt .

(iv) Whenever for the purposes of this Section it shall be necessary to
value, in terns of the currency in use in the parts of the West Bank
and Gaza under the jurisdiction of the Pal estinian
Aut hority, debt payable in another currency, such val uati on
shal | be made on the basis of the prevailing |lawful rate of exchange at

whi ch such other currency is, at the tine of such valuation, obtainable for the
pur poses of servicing such debt, or, in the absence of such
rate, on the basis of a rate of exchange acceptable to the
Adm ni strator.

6. (a) Except as the Administrator shall otherw se agree, JDECO shall maintain a
ratio of current assets to current liabilities of not |less than 1.5.

(b) Bef ore Cctober 1 in each of its fiscal years, JDECO shall, on the basis
of forecasts prepared by JDECO and satisfactory to the Admi nistrator, review whether
it would nmeet the requirenents set forth in paragraph (a) in respect of such year and
the next follow ng fiscal year and shall furnish to the Administrator the results of
such review upon its conpletion.

(c) If any such review shows that JDECO woul d not neet the requirenents set
forth in paragraph (a) for JDECO s fiscal years covered by such review, JDECO shall
pronptly take all necessary neasures (including, without limitation, adjustments of
the structure of levels of its rates) in order to neet such requirenents.

(d) For the purposes of this Section:

(i) The term “current assets” neans cash, all assets which could in
the ordinary course of business be converted into cash within
twelve (12) nonths, including accounts recei vabl e, narketabl e

securities, inventories and pre-paid expenses properly
chargeabl e to operating expenses within the next fiscal year.

(ii) The term“current liabilities” neans all liabilities which wll
become due and payabl e or coul d under circunstances then
exi sting be called for paynent w thin twel ve (12) nonths,

i ncl udi ng accounts payabl e, customer advances, debt service
requi renents, taxes and paynents in |ieu of taxes, and dividends.

(iii) The term“debt service requirenents” neans the aggregate amount of
repaynent s (i ncluding sinking fund payrments, if any) of, and
i nterest and ot her charges on, debt .



(iv)  Whenever for the purposes of this Section it shall be necessary to

value, in terms of the currency in use in the parts of the West Bank
and Gaza under the jurisdiction of the Palestinian
Authority, debt payable in another currency, such valuation

shall be made on the basis of the prevailing lawful rate of exchange at
which such other currency is, at the time of such valuation, obtainable for the
purposes of servicing such debt, or, in the absence of such

rate, on the basis of a rate of exchange acceptable to the
Administrator.



