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The 17™ Knesset of Israel —
Session II

Protocol No. 138

Economic Affairs Committee
Tuesday, 26.12.2006, 11:00 AM

Agenda: Examination of the prospective agreement to purchase natural
gas from British Gas — A request for discussion by MK Gilad Erdan

Attending committee members:

MK Moshe Kahlon — Chairman

MK Robert Iltov

MK Gilad Erdan

MK Yitzhak Ziv

MK Israel Hasson

MK Ronit Tirosh

Invited quests:

Mr. Hezi Kugler — Director-General of the Ministry of National Infrastructures
Mr. Jay Epstein — Commercial Director, Natural Gas Line Company Ltd.
Dr. Nimrod Novik — Senior V.P. , Merhav Group (EMG)

Mr. Gidon Tadmor — CEO Delek Energies , Yam Tetis Group

Mr. Shimshon Brukman — Director of Fuel Dep., Israel Electric Corp.
Dr. Ali Barnea — Chairman, Dalia Power Energies

Committee Director: Mrs. Lea Varon
Protocol: Mrs. Ahuva Sharon

Examination of the prospective agreement to purchase natural gas
from British Gas — A request for discussion by MK Gilad Erdan

Chairman Kahlon: On our agenda today is the examination of the prospective
agreement to purchase natural gas from British Gas. This meeting is by a request
of M.K Gilad Erdan.
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This is a subject that has received a great amount of attention in every
ministry, in every field, and soon in every house as well.

We have lately been witnessing negotiations with BG for the purchase of natural
gas. We are aware that in the past the negotiations have failed for different
reasons.

MK Erdan: Thank you Mr. Chairman...I have no intention to interfere in the
commercial negotiations...I requested this meeting in order to discuss the future
of the Israeli energy market...We all understand that it is in our interest to switch
to natural gas, which is less polluting.

Three years ago there were negotiations with BG. It is important to say that BG
is 90% British-owned but also 10% owned by CCC, and to this day we do not
really know who are the Palestinians running this company. What is clear is that
if this deal goes through, the Palestinian Authority will be a partner of BG and
will own 10% of this project. The Palestinian Authority, governed by Hamas will
receive an amount of 200-300 million USD, which is a conservative estimation as
the share of CCC is suppose to climb to 30%.

Three years ago I raised this question, and it was the Fatah, who allegedly
controlled the Palestinian Authority, and they are considered the moderate party.
The former prime minister Sharon...eventually instructed to stop the negotiations
with BG due to the concern that the money from this deal will fund terror...Time
has passed and now we have received an update that Prime Minister Olmert has
renewed the negotiations with BG. I cannot understand his considerations given
that Hamas rules the Palestinian Authority, so this money can go directly into
terror organizations.

For these reasons I have decided to call for this meeting. It is very important
that we discuss those issues and try to understand from defense establishment
sources whether the money from this deal could reach to terror.
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