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SECTION I - NARRATIVE:

PART I. SITUATION ANALYSIS:

The current situation is still widely characterized by the Al-Agsa Intifada, which broke out at
the end of September 2000. The Isracli measures imposed on the Palestinian territories in the
wake of the Intifada have had a devastating effect on the Palestinian economy and overall
living situation. The most significant Israeli measure is the closure policy, which cuts off the
West Bank and Gaza Strip from Israel and East Jerusalem, the West Bank from the Gaza Strip,
as well as towns and villages within the Palestinian territories from each other. This closure
policy, combined with blockades, curfews, incursions, and now with the construction of the
Barrier have all had a severe impact on the daily lives of Palestinians.

The Palestinian economy is currently on the verge of a humanitarian crises. With the
surprise outcome of the Palestinian Legislative Elections and formulation of the new PA
Government, which resulted in its isolation by most of the donor community as well as the
withholding of Clearance Revenues by the State of Israel amounting to about US$65 million
a month, the PA will not be able to pay the approximately 152,000 persons on its payroll. If
such a situation should continue without resolution, the PA’s capacity to provide services,
pay salaries, and ensure security will decrease.

According to the World Bank, at the end of December 2005 an estimated 43% of the
population lived below the poverty line of US$ 2 per day and unemployment stood at 23%.
This level is twice what is was prior to the Intifada. It is expected that the figures will
increase in 2006 due to the suspension of assistance. In fact, the UN estimates that a 100,000
jobs need to be created in 2006 just to maintain the current rate of employment.

Moreover, according to the World Bank, at the end of 2005 the GDP per capita was estimated
at US$1,152. If in the worse case scenario, there is a total suspension of Clearance Revenue
Transfers, Trade and Labor Restrictions, and Reduced Aid Flows, GDP per capita is estimated
to drop to US$ 802 for the year 2006.

PART II. STRATEGY:

2.a  Host Country Strategy:

Due to the election of the Hamas lead Government and the ensuing Donor response the
newly elected government has been increasingly incapacitated and incapable of providing
basic services. The PA’s main and immediate objective therefore is to assist to the maximum
extent possible the Palestinian People in dealing with the effects of the harsh economic and
social conditions they are presently subjected to. In order to achieve such an objective an
intervention strategy is drawn out along the following lines:

e On the socio-economic levels, the PA in the past has employed integrated approaches that
are adapted as the situation develops:

1. To initiate employment generation programmes in various developmental sectors
such as infrastructure and public facilities rehabilitation and upgrading as well as
agricultural activities;

2. For certain hardship cases to initiate a programme of food security operated under
the umbrella of the Ministry of Social Affairs as well as UNRWA and in
cooperation with the World Food Programme. Additionally, the PA as well as
other relief and humanitarian organizations have had in certain cases to resort to
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direct food distribution which is feared to be the only resort in the future if
employment opportunities are not created at least to a certain number of the
unemployed work force.

2.b Problems to be Addressed:

Weak and dilapidated infrastructure throughout the West Bank and Gaza Strip precludes the
Palestinians from providing the necessary essential services the population requires.
Insufficient classrooms, old or non-existent water networks, inadequate health care facilities
unpaved or inadequate road networks, weak basic infrastructure, limited recreational
facilities, and minimal woman and youth facilities, characterize some of the deficiencies that
exist in the Palestinian Territories.

s

Municipal Infrastructure (water, sewage, roads, municipal and service buildings)

Municipalities and local councils in the Palestinian Territories are responsible for the
provision of many services to the Palestinian residents. In most cases, particularly in smaller
towns and villages, the councils operate out of small rented buildings without appropriate
facilities, severely jeopardizing their credibility and ability to deliver quality services to their
community. The municipalities’ budget for running costs as well as development activities
comes from local revenues and taxes collected from the public and small amounts allocated
from the central authority budget. Currently, the deteriorating economic condition of the PA
has meant severe cuts from the municipalities’ budgets and in turn the levels of services they
provide. This situation is compounded by long years of neglect during occupation, which left
most municipal infrastructure in a deteriorated state. The larger municipalities have
responded by cutting benefits to staff and reducing services offered. In general, new
development projects are shelved while the municipalities attempt to deal with priority
maintenance and survival issues.

Additionally, most of Palestinian localities suffer from severe infrastructure deficiencies due to
decades of neglect and lack of investments in infrastructure development and maintenance of
existing facilities. An assessment of the physical infrastructure situation in the proposed TIAs
reflects a vast need for development and improvement of public buildings, markets, water and
sanitation systems and road networks. It is important to note that many of the smaller towns
and villages have been by-passed by international donors, who have concentrated most of their
development assistance on major urban centers and part of the rural communities in other
regions of the West Bank and Gaza.

2.c  Project Description:

The primary objectives of the Employment Generation Programme through - Poverty
Oriented Infrastructure Phase V in the West Bank & Gaza Strip (the Programme) funded by
the Kreditanstalt fuer Wiederaufbau (KfW), is to alleviate poverty, generate employment
and improve access to basic social services in impoverished Palestinian communities by
implementing labour-intensive infrastructure projects that have long-term impact on social
and human development particularly for children, youth, women and other marginalized
segments of the population.

The Programme will respond directly to the goal of generating emergency employment
opportunities and to increase access to basic social services in Palestinian communities. This
new programme builds on the previous ongoing and completed Programmes funded by the
German Government through KfW and implemented by UNDP/PAPP (EGP Phases I & II —
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West Bank and Gaza Strip, Phase 11l — West Bank, Phase IV — Gaza Strip). The previous and
ongoing phases carry the same main goal of generating emergency employment opportunities
through the development of priority social and economic infrastructure and primarily
targeting the poor rural areas of the West Bank and Gaza Strip.

Unlike most other programmes in the Palestinian Territories, this programme is based upon
an open competition whereas local authorities, Palestinian Ministries and Institutions, and
Palestinian Non-Governmental Organizations (NGO’s) submit project proposals for
consideration. These projects will be reviewed by UNDP/PAPP based upon but not limited to
the selection criteria below (see Annex I — Separate Agreement for more information),

Selection Criteria

1. Projects to be selected should have the highest labour content possible and possibility
to utilize mostly local materials and products in the implementation. The decisive
factor would be impact on local economy more than pure labor content.

2. Unemployment and poverty rates will be considered in the selection of targeted
community.

3. Willingness of the targeted community to participate in project preparation and
implementation process.

4. Community Contribution such as land, construction equipment, etc...

5. Benefit of the improved infrastructure to the target group particularly women and
youth.

6. Project readiness for immediate implementation.

7. Project sustainability including how operation and maintenance costs will be secured.
The technical design should lead to low maintenance and low operating costs.

8. Project costs not to exceed EURO 300,000 to ensure fair distribution of available
funds to the maximum number of needy communities.

9. Another criterion that should be applied concerns the level of support already
received by the area from other donors or sources of funding. This is also to ensure
fair distribution of scarce resources.

Finally, a continuous focus on participatory development and strengthening of civil society is
an integral part of UNDP/PAPP overall development approach. This Programme is designed
to fully involve the community in all stages, from inception and planning through
implementation and monitoring, up until the time for maintenance and operation.

PART III. MANAGEMENT ARRANGEMENTS:

3.a. Implementation Arrangements:

Based upon an amendment (Annex III) to the original Separate Agreement, UNDP has been
requested by KfW to directly execute and implement all project activities. As such, no funds
will be transferred to the respective counterparts as in the past EGP’s and they will have no
responsibilities in the execution of the project. However, the counterparts will be requested to
provide the required supporting documentation for the project activities including designs,
licenses, permits, bill of quantities, tender documents, etc. which will be requested of the
counterparts. In addition the counterparts will be responsible for providing operation and
management plans for the works to be constructed.



As a result, the UNDP has assigned two Pro gramme Management Officers, one each in the
West Bank and the Gaza Strip to manage the everyday administrative and financial issues of
the programmes implementation. In addition, the UNDP will through its Engineering Teams
assign a project team of two Project Managers in the West Bank and one in the Gaza Strip to
supervise on a daily basis all technical related works through its staff of architects, site
engineers, and technical support staff. The project team will be responsible for ensuring the
qualitative implementation of all agreed upon works which, will be tendered utilizing local
Palestinian Contractors. All works will be implemented and completed as per UNDP Rules and
Regulations. Finally, a Coordinator will be identified to ensure the smooth flow of information
between the West Bank and Gaza Strip, and with the Donor. See Annex [V for Programme
Organizational Chart.

Moreover, the UNDP will coordinate implementation issues with the Ministry of Local
Government , the Ministry of Education, Ministry of Labor, Municipalities, Village Councils,
the West Bank Water Department, etc.

3.b. Selection Process:

During the selection process UNDP/PAPP screens and evaluates all submitted proposal
against the selection criteria and establishes a prioritised list of individual projects. Close co-
ordination with the Ministry of Local Government (MLG) will be established in this regard
and the final list pertaining to Local Authorities will be reviewed and agreed upon with the
MLG. Upon Approval, UNDP/PAPP will submit the project list to KfW for its "no
objection". Subsequently, UNDP/PAPP will inform the Ministry of Planning on the selected
projects and will make the list public. Furthermore, UNWRA will be informed on the
projects to be implemented in the refugee camps.

During the preparation phase of the project, approximately 1500 proposals were received and
reviewed based upon the agreed criteria. As a result of the review and discussions with the
Ministry of Local Government in the presence of the KfW , 114 project activities were
identified for funding, 74 of which are located in the West Bank and 40 in the Gaza Strip.
The list was forwarded to KfW for final approval and will encompass such activities as listed
below:

- Rehabilitation and construction of public facilities like municipal
buildings, clinics and hospitals, public parks, libraries, social centers,
etc. in refugee camps, small towns and poor neighborhoods in main
cities of the West Bank and Gaza Strip

- Rehabilitation and construction of facilities supporting the economy
(vocational centers, markets, etc.)

- Rehabilitation and construction of public infrastructure such as tiling
and paving of roads, sewage lines, water lines, etc.

- Hiring labour in service oriented works like small-scale municipal
works with high labour content and health services.

- Village Councils, Municipalities, local NGOs and Community based
organizations as well as youth committees and womens groups need
to work in partnership at the local level to ensure that community
infrastructure facilities are utilized to the maximum extent possible.
To ensure that village council regular functions are carried out with
this additional component, all partners need capacity development of
areas such as joint work-planning, project and financial management,
resource mobilization and communications. The operational
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management component will design capacity training packages on
these areas specifically tailored to training local partners in these
fields.

See Annex II for the complete list of projects approved by KFW for funding,.

PART IV. MONITORING & EVALUATION:

Monitoring Plan:

The Programme will institute a comprehensive monitoring plan to ensure regular collection
and analysis of information for assessing the performance of each project and ensuring that
its outputs are achieved. The monitoring plan will serve the information needs of the
UNDP/PAPP management and KfW at various levels, facilitate the decision making process,
provide feedback to planning and policy, and support taking remedial actions and corrective
measures for the implementation process.

Apart from the input monitoring, which is part of the routine project reporting system that
deals with the deployment of the project resources including finance, equipment, material and
human resources, the Programme will be monitored at various other levels. These include
monitoring of the results (output monitoring) in order to keep track of the outputs of the
project as well as monitoring the performance in order to measure the achievements against
expected results and to ensure the involvement of the community and proposed partners as
planned.

The Programme’s monitoring plan will be accomplished through the following steps:

*  Establishment of Key Performance Indicators (KPIs) such as employment figures. This
set of performance indicators will represent the core of the Monitoring & Evaluation
System. It will be developed at the inception stage of the Programme and verified
through a consultative process with the communities and the implementing partners.
The KPIs will be tailored to the needs of the Programme and reflecting KfW and the
UNDP/PAPP’s requirements.

o Quantification of the KPIs at regular intervals throughout the Programme’s life and
analysis of this information compared with the target data through the internal reporting
system

Evaluation Plan:
The Evaluation Plan will entail two different types of evaluations:

®  The Mid-term Evaluation. This is an internal review carried out by the UNDP/PAPP
to assess the progress of the Programme and see whether it remains on the right
track following the Programme outline as agreed upon in the formulation phase.
The review will evaluate the effectiveness and efficiency of the Programme. It will
also involve policy review through testing hypothesis and extracting lessons related
to the implementation mechanisms of the Programme.

®  The Final Evaluation. This evaluation involves all areas previously covered by the
mid-term evaluation as well as other areas including Impact Evaluation which
measures the changes resulting from the project and the wider effects that were
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caused by the various interventions. The Final Evaluation will be carried out by
external evaluators within four months of the date of the operational completion of
the Programme.

®  KfW could engage its own experts in either of the evaluations mentioned above or
to carry out spot-checks of the individual projects' sites to monitor the use of the
Programme funds, to audit individual projects' accounts of the implementing
institutions and to monitor the labour content of the projects.

In keeping with the Programme’s emphasis on community participation, the Monitoring and
Evaluation System will also undertake specific initiatives to solicit beneficiary involvement
and feedback into the process. Beneficiaries will also be directly involved in the
development of the KPIs.

Reporting:

To ensure systematic and timely provision of essential information to the donor,
UNDP/PAPP will submit the following reports to the KfW-

° An Inception Report will be submitted to the KfW following the selection and
approval of individual projects. It will provide further description of selected
interventions, beneficiaries and LIOs.

® Semi-Annual progress and financial reports, in a format to be agreed upon
with the KfW, which will outline progress, achievements, problems
encountered and remedial actions and resources/costs associated with specific
sub-activities, in addition to a separate financial section.

e Terminal report, to cover the achievements of the project and the findings/results of
the final evaluation.

 The financial reporting to the KfW shall be in accordance with the requirements set
forth by Kfw.

PART V. LEGAL CONTEXT:

“This programme support document shall be the instrument envisaged in the
Supplemental Provisions to the Project Document, attached hereto.”
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SECTION III -BUDGET & WORKPLAN:

Budget:

The Programme will fall under a Fina

Ministry of Planning, and UNDP/PAPP and a Separate Im
between the KfW and UNDP/PAPP. The KfW will transfer

million. UNDP Support Cost Fees wil

I amount to EURO 1,390,741, or about 7% of the total

ncing and Programme Agreement signed on the 13%

plementation and Financing Ag

of October 2005 between the KfW, Palestinian
reement to signed on the 13™ of October 2005

to the UNDP/PAPP Special Programme Account the total amount of Euro 20.0

budget .

The budget breakdown is as follows:

Description Budgeted Cost: EURO (€) Facilities & Management Fees: EURO
©

Project Staff €400,000 €0
Miscellaneous (including designs, surveys, €25,000 €0
tender docs, etc)
Sub-Total Project Stajf& Miscellancous: €425,000 €0
Rehabilitation of the Jenin Wastewater €1,000,000 €40,000
Treatment Plant
Rehabilitation of the Gaza Wastewater €600,000 €24,000
Treatment Plant
Sub-Total Wastewater T €1,600,000 €64,000
Small Scale Infrastructure Works - West €8,497,184 €679,775
Bank
Small Scale Infrastructure Works - Gaza €7,087,075 €566,966
Strip
Sub-Total Constru €15,584,259 €1,246,741
Works:
Operation and Management Component: €500,000 €40,000
Social Services Component: €500,000 €40,000

Services / Operation & €1,000,000 €80,000

: nentss
Programuiable Amouni: €18,609,259 €1,390,741
€20,000,000
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KFW EGP V Pals0 Proposal - 41099
Annual workplan 2006

Total

Project ID Activities TIMEFRAME | Activity as Responsible Party Fund Donor Planned Budget
Ecspected : e per budget
Outputs . Q1|Q2| Q3| Q4 BL Amount Euro
Budget Descr
original change Amount Euro Amount in USS
0046775 KW - [1. Gaza Strip - Act. 1 .
Poverty Poverty Oriented x| x| x UNDP/PAPP 40500 Kfw 72105 |Svc Co-Construction & Eng. € 6,710,000.00 $8,113,663.85
UNDP/PAPP 40500 KW 74500 Contingency €377,075.00 $455,955.26
UNDF/PAPP 40500 Kfw 75100 |Facilities & Administration € 566,966.00 $685,569,53
2. West Bank - Act.2 i
Poverty Oriented x| x| x UNDP/PAPP 40500 KAV 72105 [Sve Co-Construction & Eng. € 7,760,000.00 $9,383,313.18
UNDP/PAPP 40500 KW 74500 [Contingency € 737,184.00 $891,395.41
UNDP/PAPP 40500 KW 75100 [Facilities & Administration €679,775.00 $821,977.03
3. Construction of X[x[ X Jasta UNDP/PAPP 40500 [ KW [ 72105 [Sve Co-Construction & Eng. €1,000,00000 |  $1,209,189.84
Waste Water
UNDP/PAPP 40500 Kfw 75100 (Facilities & Administration € 40,000.00 $48,367.59
4. Construction of -
Waste Water UNDP/PAPP 40500 KW 72105 |Svc Co-Construction & Eng. € 600,000.00 $725,513.91
UNDP/PAPP 40500 KW 75100 [Facilities & Administration € 24,000.00 £29,020.56
5. Social Services il e J4 UNDPIPAPP 40500 | KW | 71300 |Local Consultants € 500,000,00 $604,594.92
UNDP/PAPP 40500 Kfw 75100 [Facilities & Administration € 40,000.00 £48,367.59
0: Dperation & UNDFP/PAPP 40500 | Kw | 71300 |Local Consultants € 500,000.00 $604,594.92
Management
UNDP/PAPP 40500 Kiw 75100 |Facilities & Administration € 40,000.00 $48,367.59
1 Propect BEalt 4 b UNDP/PAPP 40500 | KW | 71405 [Service Gontracts - Individuals € 400,000.00 $483,675.94
Miscellaneous X| x| X
UNDP/PAPP 40500 KW 74500 |Miscellaneous Expenses € 25,000.00 $30,229.75
TOTAL € 20,000,000.00 $24,183,796.86
UNDP
MUN
MAF




ANNEX I:
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KfW Bankengruppe » Postfach 1111 41 -~ 60046 Frankfurt am Main

Programme of Assistance to the

Am officerincharge: ~ Angela Tormin
Palestinian People

our ref.: Tor/Hfj
United Nations Development Programme extension: 4571
P.O. Box 51359 Email: angela.tormin@kfw.de
Jerusalem Date: 2005-09-14
Phone No.: 00972-2-6268200
L WW/c3 German Financial Cooperation with the Palestinian Territories

Employment Generation Programme V

(Poverty Oriented Infrastructure — West Bank and Gaza Strip)
EUR 20 million

No.: 2004 65 948

Separate Agreement to the Financing and Project Agreement
dated

Ladies and Gentlemen,

In accordance with the Financing and Project Agreement entered into between the
Palestinian Authority ("Recipient"), Programme of Assistahce to the Palestinian
People (PAPP) of the United Nations Development Programme (UNDP) ("Project-
Executing Agency) and Kfw ("KfW") dated the following shall be
determined by separate agreement:

Pursuant to Article 1.2:

the details of the Project as well as the goods and services to be financed from
the Financial Contribution;

Pursuant to Article 3.1:

the disbursement procedure, in particular the evidence proving that the
disbursed financial contribution amounts are used for the stipulated purpose;

Pursuant to Article 7:
the details pertaining to Article 7.1 (Project Implementation).

KfW = PalmengartenstraBe 5-8 + 60325 Frankfurt = Tel.: 069 74310 + Fax: 069 7431-2944 » SW.LFT: _KPIMDE_FP
www.kfw.de » Vorstand: Dr. Peter Fleischer, Dr. Peter Klaus, Wolfgang Kroh, Detlef Leinberger, Ingrid Matthius-Maier,
Hans W. Reich (Sprecher)
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We propose that the following be agreed upon:

I Project Design

1. Details of the Project

The Project comprises labour-intensive individual projects for the
construction, extension and rehabilitation of social and economic
infrastructure in the West Bank and the Gaza strip; consulting services to
improve operation and maintenance capacities: financing of employment
measures in the non-profit service sector to a limited extend; and
administrative expenses of the Programme Executing Agency in the context
of an open programme approach. It is designed as a continuation of the
projects “Employment Generation Programme |, Il, Il and IV’ (poverty-
oriented infrastructure) and “Rehabilitation of the Old City of Hebron” (BMZ

project IDs: 2001 65 456, 2002 65 140, 2001 65 936, 2002 65 371, 2003 65
189).

The Project objectives are the provision and rehabilitation of social and
economic infrastructure as well as services for use especially by poor
people, as well as the provision of short-term employment opportunities. This
is to contribute to the overall objective of reducing social and economic
poverty of the population in the West Bank and the Gaza strip. The logical
planning framework, Project objectives and results, the required Project
activities as well as the assumptions underlying the Project purpose and the
Project results are contained in Annex 1.

The design of the Project is based on the following documents

e Palestine — Evaluation of Employment Generation Programmes, Final
Report, Enterplan, January 2004

° 4 years - Intifada, Closures and Palestinian Economic Crisis, World
Bank, October 2004

The following Project activities shall be financed from the Financial
Contribution: Labour intensive construction, rehabilitation and extension of
social and economic infrastructure, as well as basic equipment of the
infrastructure if necessary; non-profit social services: capacity building for
operation and management planning after project completion; as well as
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UNDP/ PAPP’s implementation support. At the same time at least about
320,000 man-days will be financed.

Time Schedule

The underlying time schedule for the preparation, implementation and
operation of the Project is 24 months.

Total Cost and Financing

The estimated total Project cost ("Total Cost") underlying the Project
appraisal is approximately EUR 23 million. The Financial Contribution
amount is not exceeding EUR 20 million. The composition of Total Costs and
the financing plan are contained in Annex 2.

Changes in the Project Design

Any major changes in the Project design shall require KfW's prior consent.
The F’roject-Executing Agency shall inform Kfw thereof immediately, stating
the reasons, the planned measures and the consequences of the change
(including on Total Cost). Execution of such measures may commence only
on the basis of revised planning and upon KfW's consent.

Project Implementation
Responsibilities and Time, Cost and Financing Schedule

UNDP/PAPP will inform KfW of the Programme Management Team from
amongst its staff who will be responsible for all aspects of the Project
implementation. The team should comprise at least a qualified Programme
Co-ordinator and two Programme Management Officers to be responsible for
the regular supervision of the individual projects. One of the three shall have
strong sociological or socic-economic expertise, one of them will be
particularly versed on gender issues. Nomination or recruitment of further
personnel will depend on the geographical distribution, amount and type of
assistance to be provided for the individual projects.

= For each individual project the implementing institutions will be identified.
These will be particularly municipalities and local councils, refugee
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camps committees and non-governmental organisations including
community based organisations.

® An individual Memorandum of 'Understanding (MoU) will be signed
between the UNDP/PAPP and each selected implementing institution,
whether governmental or non-governmental. The MoU will outline the
responsibilities of each of the parties, will ensure the projects are
implemented in the most effective and transparent way and will comprise
a realistic Operation and preliminary Maintenance Plan. The MoU shall

also include a statement of the contribution of the implementing agency
where this is feasible.

The MoU will clearly stipulate that the project funds should not be utilised
to cover any customs duties. If such duties have to be paid they will be
covered by the implementing institutions, the project beneficiaries or from
other sources. Evidence thereof will have to be furnished prior to the
conclusion of contracts for supplies and services.

® The implementing institutions and UNDP/PAPP will agree on the optimal
project implementation approach to be adopted. In general, the
implementing institutions will be responsible for preparing and
implementing the respective project. This would comprise preparing the
necessary technical documents for the project and developing an
implementation plan for project activities related to the physical works,
tendering, contract negotiations and conclusion (or supporting the
projects on a direct hire modality), supervision of the works as well as
acceptance of the supplies and services provided. An operation and
maintenance plan including related budget plans to be applied after
implementation will also be prepared. The tender documents and
proposals for award of contract will be co-ordinated with UNDP/PAPP.
The UNDP/PAPP will assist the implementing institutions in preparing
" and implementing the individual projects ("joint implementation”). If
required, the UNDP/PAPP can implement the respective project on
behalf of the responsible institution in case this institution asks the
UNDP/PAPP to do so. Additionally, local service providers could be hired
to assist the implementing institutions in preparing and implementing
individual projects. In any case, the UNDP/PAPP will explain the specific
implementation regulations to the implementing institutions.

1.2 The detailed time, cost, and financing schedule for the Project, shall be
prepared as soon as possible by the Project-Executing Agency and
submitted to KfW. Such schedule is to show, by deadlines and amounts, the
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intended chronological interrelation of the Project activities and the resulting
financial requirements. If any deviation from such schedule becomes

necessary during the implementation of the Project, KfW shall be furnished
with a revised schedule.,

Award of Contracts for Goods and other Services

After approval by UNDP/PAPP, the contracts for goods and all other services
will be awarded to qualified Palestinian enterprises in the region of the
individual projects after competitive public bidding — obligatory for projects
with an estimated value of more than EUR 150,000.00 — or after obtaining at
least three different offers. The invitations to tender will stipulate a minimum
amount of 25% of each contract value for labour. The contractors have to
show in their offers, that this amount will be obtained. The respective imple-
menting institution could alternatively execute the works itself if it is
sufficiently qualified and possesses sufficient capacity. To this end, the
implementing institution would hire unemployed workers ("direct hire modal-
ity") who would be grouped under the supervision of skilled foremen in the
planned works. Individual projects in Refugee Camps will be implemented

directly by the Local Camp Committees in cooperation with UNDP/PAPP and
in coordination with UNWRA.

The procurement of basic equipment for the infrastructure can be financed
out of the Programme funds in case the equipment cannot be financed out of

other sources. The financing of equipment is limited up to a value of 20% of
the individual projects’ cost.

The bidding period shall be fixed in a way that allows the bidders sufficient
time to prepare their bids.

The remaining details concerning the awarding procedure and contractual
provisions are explained in the "Guidelines for Procurement in Financial
Cooperation with Developing Countries” (Annex 3), which form an integral
part of this agreement.

In the pre-qualification notice or — where no pre-qualification is conducted - in
the tender documents, the Project-Executing Agency shall obligate the
bidders to submit together with the pre-qualification documents or together
with the bid a declaration of undertaking with the following content:
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The parties to the awarding procedure emphasize the importance of a free,
fair and competitive awarding procedure that precludes abuse. In this respect
this company thus far has not offered or granted any inadmissible
advantages either directly or indirectly to public servants or other persons in
connection with its bid, nor shall it offer or grant any such incentives or
rewards in the present awarding procedure or, in the case of an award,
during the subsequent execution of the Agreement. The company shall
inform its employees of their respective duties and their commitment to

Observe this self-imposed obligation and to abide by the laws of the
Palestinian Territories.

When concluding contracts for goods and services to be financed from the

Financial Contribution, the Project-Executing Agency shall also observe the
following principles:

a) As no import duties may be financed from the Financial Contribution
pursuant to Article 1.3 of the Financing and Project Agreement, such
import duties, if part of the contract value, shall be stated separately
in the contracts for the goods and services and in the invoices.

b) If payments due under the contracts for goods and services are to be
made from the Financial Contribution, said contracts shall include a
provision stipulating that any reimbursements, guarantee or similar
claimable payments and any insurance payments shall be made for
account of the Project Executing Agency to account no. 56 000 000
00 at Kreditanstalt fiir Wiederaufbau, Frankfurt am Main (S.W.LF.T.
KFWIDEFF; BLZ 500 204 00), with KfW crediting such payments to
the account of the Recipient. If such payments are made in local
currency they shall be remitted to a special account of the Project
Executing Agency in the country of the Project Executing Agency,
which may be drawn on only with the consent of KfW. Such funds

may be re-utilized for the execution of the Project with Kfw's
consent.
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Special Implementation Agreements
Selection of individual Projects under the Programme

The selection of individual Projects under the Programme will be based on a

number of criteria. The process and selection criteria agreed upon between
KfW and UNDP/PAPP are as follows:

(A) Poverty-oriented approach

The selection of individual projects under the Programme will be carried
out in a two-step procedure. UNDP/PAPP will use its expertise in
assessing poverty, for example through differentiating between income-
poverty and poverty in terms of inadequate access to basic services.

In a first step UNDP/PAPP will identify very poor sub-areas, villages and
groups in the Palestinian Territories based on their available data and
will visit the identified target regions / groups in order to encourage and
Support them to participate in the Employment Generation Programme
(e.g. in prioritising of needs or formulating a project proposal).

In a second step the selection of individual projects will be performed by
UNDP/PAPP based on the following process:

®* A public call for proposals will be launched requesting all eligible
Governmental as well as Non-Governmental Organizations and refugee
camp institutions to submit to UNDP/PAPP their priority project proposals
that meet the set selection criteria. They can submit their proposals
either directly or in co-ordination with the relevant line ministries. The

deadline will be set at least four weeks after publication of the calls for
proposal.

= All submitting institutions will be requested to acquire, if necessary, a

“no-objection” for their proposal from the relevant national Ministry or
institution,

®  Municipalities and village councils shall send their proposals in two
copies to the MoLG who will keep a log of incoming proposals and
forward one of the two copies to UNDP / PAPP. NGOs and refugee
camps will submit their proposals directly to UNDP/PAPP. UNDP/PAPP
will screen and evaluate all submitted proposal against the selection
criteria and establish a prioritised list of individual projects. A close co-
ordination with the Ministry of Local Government (MoLG) will be
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established in this regard. MoLG will provide a priority list prior to the
meeting of the UNDP/PAPP-selection committee in order to ensure that
the projects are in line with the development priorities of the MoLG.

*  UNDP/PAPP will submit the project list to KfW for its "no objection".

= Subsequently, UNDP/PAPP will inform Ministry of Planning on the
selected projects and will make the list public. Furthermore, UNWRA will
be informed on the projects to be implemented in the refugee camps.

(B) Selection of individual projects s under the programme

The selection_criteria agreed upon between KfW and UNDP/PAPP, are
the following:

The Project will in general focus on poor rural areas of the West Bank

and the Gaza Strip. Measures in Refugee Camps will be included.
Justified exceptions are possible.

* Unemployment and poverty rates (based on quantitative as well as
qualitative poverty indicators) shall be considered in the selection of
target areas or target groups.

The benefit of the infrastructure will be mainly directed towards the target
group of mostly poor users in underserved areas.

* Projects shall have a direct labour content of at least 25%.

= The target community shall be interested in the project and ready to
~ participate in project preparation, implementation (especially through
employment during the construction period) and operation (operation and
preliminary maintenance plan shall be agreed upon with the community

in the framework of the Memorandum of Understanding).

® No significant environmentally negative effects will be expected to occur
during implementation and operation.

= The projects shall be sustainable, especially through a technical design
leading to low maintenance and low operating costs.

® Additional financing to projects already supported under previous
programme phases are excluded. Exceptions require the no-objection
from Kfw.

* Individual project costs shall generally not exceed EUR 300,000
(exception: sub-programmes for the rehabilitation and extension of the
Waste Water Treatment plant (WWTP) in Jenin and the Rehabilitation of
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the Sewage Treatment Plant in Gaza); all other cases will need a specific
justification as well as prior approval of KfW.

A sub-programme to be implemented by the Municipality of Jenin for the
rehabilitation and extension of the WWTP Jenin wastewater ponds will
be included into the Programme up to an amount of 1.0 Mio. EUR. After
reviewing the feasibility s'tudy carried out by the municipality of Jenin,
UNDP/PAPP will provide KfW with a comprehensive project proposal
including implementation and operation concept for approval.

A sub-programme implemented by the Municipality of Gaza for the
labour intensive rehabilitation of the WWTP Abu Ejlan in Gaza-City will
be included into the Programme up to an amount of 0,6 Mio. EUR. After
reviewing the final assessment of the rehabilitation needs of the WWTP,
carried out by Dorsch Consult, Munich, UNDP/PAPP will provide Kfw
with a comprehensive project proposal including implementation and
Operation concept for approval. Such proposal shall be limited to
rehabilitation measures on the WWTP itself up to the discharge point of
the effluent into Wadi Gaza. Rehabilitation/ improvement measures
regarding effluent discharge along the Wadi shall not be included in the
proposal. In the course of further preparation and implementation of the
rehabilitation measures, UNDP shall coordinate closely with the Coastal
Municipal Water Utility, who will be responsible for the operation of the
WWTP in the future, the Project Management Unit for the FC-supported
project “Sewerage Gaza Central” (FC-No. 1998 65 71 8) and Dorsch
Consult, who prepared the assessment of the rehabilitation measures.

The financing of large scale primary and secondary school construction
measures is excluded from the Programme since Germany is already
financing the rehabilitation and extension of schools in the West Bank
and in the Gaza Strip with Employment Generation Programmes. Small
scale rehabilitation or extension work at existing basic education schools
in rural areas might be possible up to an amount of 100,000 EUR and on
the condition of a no-objection by the Ministry of Education and Higher
Education (MEHE).

The financing of labour-intensive construction, rehabilitation or extension
of Vocational Training Centres or Technical Colleges is not excluded in
order to support the “Technical and Vocational Education and Training
(TVET)“strategy of the Palestinian Authority, which is supported by the
German Technical Assistance GTZ.
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® Remuneration payments will be transferred to a bank account under the
name of UNDP to be named by UNDP/PAPP.

= UNDP/PAPP will receive a remuneration of 8 % on programme activities.
This remuneration will be considered a management fee and will paid on

programme activities exclusively, not on vehicles, sundries or any other
budget line. (see Annex 2 for a detailed breakdown)

* A management fee of 49 will be paid for the works related to
management of the Waste Water Treatment Plant rehabilitation in Jenin
and the Rehabilitation of the Waste Water Treatment Plant in Gaza.

* UNDP Staff fees can be financed for the projects up to a maximum of
400.000 Euro.

= All remuneration payments will be made in paraliel to the payments to
the bank account. Thus, the first payment will be made as an advance
payment in parallel to the initial deposit in the bank account. Final
Accounts will be established after Program conclusion.

® In addition to the above, two Coordinating Officers will be employed
within the Ministry of Local Government for two years each in order to
facilitate cooperation and communication between all parties. These
Coordinating Officers shall be recruited by the Minstry of Local
Govemnment and be stationed at the Ministry's premises.

Provisions for the Proper Operation of the Project

To secure the proper operation of the Programme, the Programme-
Executing Agency shall draw up an operation and maintenance concept for
each individual project in cooperation with the respective implementing
institution at least one month before commissioning of the project.

At the same time the Project-Executing Agency, in cooperation with the
respective implementing institution, shall draw up budget forecasts for each

individual project. This forecast is to show that the financing of operation is
ensured.
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1.2

1.3

2.1

List of Goods and Services and Disbursement Procedure

List of Goods and Services

The list of goods and services to be financed from the Financial Contribution
shall be prepared on the basis of the agreed measures which are described
and quantified in a list broken down into main cost groups (List of Goods and
Services). This list shall also serve as a basis for preparing the simplified
statement of application of funds (see item 4 of Annex 4: Supplementary
Conditions for Disbursements under the Disposition Fund Procedure).

The ceiling on reservation of funds shall be the amount specified under
item 2.1, which KfW will notify to the Recipient together with the "List of

Goods and Services". The amount actually reserved shall result from the List
of Goods and Services approved by Kfw.,

Any contracts for goods and services or related lists containing at least the
dates and values of such contracts, the designation of the goods and/or

- services, the contractor, reference number and amount, or any detailed lists

of services for force-account work shall be stored on site (place of storage
shall be notified to Kfw upon first disbursement) for examination or

requisition at any time by KfW or its representatives until at least 5 years
after the end of the financed measures.

Disbursement Procedure

The disbursement procedure shall be governed by the "Disbursement
Procedure” (Annex 4), which form an integral part of this Agreement.

The Financial Contribution funds for the remuneration (Management Fee) of
the Programme-Executing Agency shall be disbursed according to the Direct
Disbursement Procedure. For all other Programme components,
disbursements shall be made under the Disposition Fund Procedure.
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Reporting and Other Provisions

Regorting

Until further notice, the Project-Executing Agency shall report to KfW semi-
annually on the progress of the Project (progress reports) including the
fulfilment of the implementation agreements stipulated in Section Ill of this
Agreement and on the development of all other important general conditions.
In order to improve the monitoring of the programme effects on poverty, the
reporting of UNDP/PAPP shall be extended as compared to the last project
phases. The additional points to report on are listed in Annex 5. In addition,
the Project-Executing Agency shall report on all circumstances that might

jeopardize the achievement of the overall objective, the Project purpose and
the results.

At the time of the physical completion and commissioning of all projects, but
before the expiry of the guarantee period at the latest, the Project-Executing
Agency shall submit a Final report on the measures carried out. The
Inception report on the state of affairs shall be submitted three months after
signing of this Agreement.

After completion of the Project, the Project-Executing Agency shall report on

its further development (see Annex 5 for details). KfW shall in due course
inform the Project-Executing Agency about the end of the reporting period.

Other Provisions

The Project-Executing Agency shall send KfW all such documents as are
necessary for KW to give the comments and approvals mentioned above or

in the enclosed guidelines early enough to allow reasonable time for
examination. '

Projects financed under the EGP Programmes are funded by the
Government of Germany through Kfw. All logos and public relations
activities have to adhere to the guidance given by the German
Representative Office. The Project-Executing Agency shall set up Project
sign boards that will contain at least the following message:
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"A development project of the Palestinian Authority, co-financed by the
Federal Republic of Germany through Kreditanstalt fiir Wiederaufbau.*

A project seal provided by the German Representative Office shall be placed
on the project sign board.

23 The above provisions may be amended or modified at any time by mutual
consent if this should appear useful for the implementation of the Project or
the execution of the Financing and Project Agreement. In all other respects,

the provisions of Articles 6.2 and 8 of the Financing Agreement shall apply to
this Agreement accordingly.

Please confirm your consent to the above Agreement by signing in a legally binding
form and returning the enclosed copies.

Yours sincerely,

Annexes

Annex 1: Project Logframe
Annex 2: Total Cost and Financing

Annex 3: Guidelines for Procurement in Financial Cooperation with Developing
Countries

Annex 4: Disbursement Procedure

Annex 5: Content and Form of Reporting

Read and agreed: '-/-m% < r—-

/]/fg/z::-of_
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Poverty-oriented Employment Generation Programme V - West Bank and Gaza Strip

Indicators of achlevement of the overall objectives
Overall Objectives
Contribution 1o the reduction of Increased benefit from basic Infrastructure and services for poor people
social and economic poverty of Positive temporary Income effects on poor households/ household members
the population in the West Bank
and the Gaza Strip,
I G l
: A pth for achleving the overall objectives :
1 Hired workers share incoma with family membars. :
'I Nomoﬂl&ymwonsm:dspowpooplownxmhﬁtswmaammaluwices i
Indicators of achi t of the prog goal
Programme Objectives
1. New social and economic 1) Infrastructure Is in acceptable condition and s used regularly and properly
inffasmquaswolIasseMces (Zyemannfhmuingoveratlustmofhehimmlshmpmwndﬂonandbmoregmmdmﬁy}
are used by particulary poor 2) Strengthened institutions are fully functional
people. 2. Short-lerm (2 yoars efter support of sall-help initiatives 70% of the iniiatives are active)
employment opportunities 3)N|Mufiabourdlﬁmuddwhgm‘—" of the progr
% wmm.mmanmmmuduhayummmh—: n of the program)
provided 4) Social services are used regularly
(After and of EGP the supported social sarvices ounlimotnbeuudhylmlwwt group)
5) Indicator for gender issues (to be determined based on UNDP-proposal) .
) - 1
! Assumptions for achleving the project purpose :
|' Nnumiﬂdannersmmarwadummwmeawmepﬂdmmﬂhmmuacﬂﬁm i
: wwmhmmmummmwwm Operation of self-help Initiatives are available, }
| i |
Result 1: Result 2;
Infrastructure and Capacities for
services are operation and
available in maintenance of
satisfactory quality infrastructure for
and ready for use. institutions have
been improved.
l—— Construction, +—Elaboration and
rehabllitation and introduction of
extension of operalion and
infrastructure maintenance plans
{— Provision of basic —__ Advisary services for
equipment (if operation and
necessary) management
L Provision of services
Measures related to more than one Tesult:
Support of the Impl ting Institutions through PAPPIUNDP
i i
1A lons for achieving the results: t
1 The timely supply and ad quate quality of T Y for cor of rehabliitation purposes is sacured. :
| Timely approval of the measures by the Israell authorities, if necessary. H
| Nomisuse of funds. H
' i
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ANNEX III:

Amendment to Separate Agreement

15



KfW Bankengruppe  Postfach 1111 41 60046 Frankfurt am Main

Programme of Assistance to the officerincharge:  Angela Tormin
Palestinian People our ref.: Tor

United Nations Development Programme extension: 4571

P.O. Box 51359 Email: angela.tormin@kfw.de
Jerusalem Date: 2005-11-22

Phone No.: 00972-2-6268200

L We3 German Financial Cooperation with the Palestinian Territories
Employment Generation Programme Vv

(Poverty Oriented Infrastructure — West Bank and Gaza Strip)
EUR 20 million No.: 2004 65 948

Addendum to the Separate Agreement to the Financing and
Project Agreement dated October 13, 2005

Ladies and Gentlemen,

We propose that the following be agreed upon as an addendum to the Separate
Agreement between the Programme of Assistance to the Palestinian People (PAPP)
of the United Nations Development Programme (UNDP) ("Project-Executing Agency)
and KfW ("KfW") dated October 13, 2005:

* UNDP/PAPP shall make payments exclusively to contractors and local service

providers directly and not to the implementing institutions whether governmental
Oor non governmental.

* Prior to any disbursement, UNDP/PAPP shall screen all recipients of payments
against the Consolidated fist of persons, groups and entities subject to European
Union financial sanctions in order to meet the objectives of the Common Foreign
and Security Policy and especially to help prevent the financing of terrorism. This
list is regularly updated and currently published under the following website:
h_ﬂg:lieurooa.eu,intr'commfexternal relationsfcfsnlsanctionsflistfconsoi—list.hlm

-----



ENTWICKLUNGSBANK

Please confirm your consent to the above addendum to the Separate Agreement by
signing in a legally binding form and returning the enclosed copies.

Yours sincerely,

KfW
el
sgd. Arce sgd. Tormin

Read and agreed:

Jerusalem,]

#S'Qd- Timothy Rothermel



ANNEX1V:

Programme Organizational Chart
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