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The last 10 years bear witness to PIF’s re-
markable growth and its role in building the
foundations of an independent national econ-
omy for the independent Palestinian state.

In 2016, PIF delivered another year of stellar per-
formance, which included laying the cornerstone
for the Palestine Cement Plant, inaugurating the

Jenin Power Plant, implementing youth employ-

ment programs, as well as achieving remarkable
progress in the fields of health, agriculture, small
and medium enterprises, real estate and renewable
energy, and others.

PIF is a source of pride for all Palestinians, with its
commitment to the highest levels of integrity, trans-
parency and good governance.

| cannot but express my sincere appreciation to PIF,
represented by its Chairman, members of the Board
of Directors and General Assembly, executive manage-
ment and staff. | wish PIF continued success in its efforts
to build the economy of an independent Palestinian state
with Jerusalem as its capital.

Yours,
Mahmoud Abbas
President of the State of Palestine
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The Palestinian economy remains stunted by the Israeli occupation and its unjust policies. Rampant

settlement expansion, restricted access to our natural resources, and restricting the freedom of movement

of people and goods have left the Palestinian economy in a fragile state.

Despite these challenges, the Palestinian pursuit of independence and freedom continues unabated across

the diplomatic, political, institutional and economic tracks.

As Palestine’s sovereign wealth fund, PIF has
relentlessly strove to build the foundations of an
independent and thriving economy; a quest which
underpins PIF’s long-term strategy and its investment
plans.

Ladies and Gentlemen,

It is our pleasure to present to you PIF's
accomplishments in 2016; accomplishments that
reflect the vision of the Board of Directors and the
guidance of President Mahmoud Abbas.

PIF’s strategy focuses on a number of economic
objectives, including boosting Palestinian energy
security, investing in productive sectors that can
create jobs, and reducing dependency on the Israeli
economy. Agriculture, manufacturing, as well as the
development of Jerusalem’s economy remain among
our top priorities.

Investment to boost energy security

In 2016, PIF laid the cornerstone of the first power
generation plant in Jenin governorate. The plant is
expected to meet nearly 40 percent of the electricity
needs in Palestine, with an investment of around 600
milion US dollars.

The project is being developed by the Palestine Power
Generating Company; a partnership between PIF
with 40.3%, Palestine Development and Investment
Company (PADICO Holding) with 20%, Palestinian
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Telecommunications (Paltel) with 10%, The Arab Bank
Group with 10%, Palestine Electric Company with 5%,
the Arab Palestinian Investment Company (APIC) with
4% and a number of prominent investors including the
Bank of Palestine, Al-Quds Bank, Cairo Amman Bank,
PRICO and the National Insurance Company.

The plant will operate on natural Palestinian gas that we
hope to extract by utilizing our available national natural
resources.

PIF has signed a partnership agreement with the
Palestinian government to develop the Rantis oil field.
This comes within a unified national endeavor and a
holistic program to enhance the independence of the
energy sector in Palestine and reduce dependency on
Israel, including development of natural resources of gas
and oil.

It is expected that the Palestinian government revenues
will account for more than 70% of the project revenues,
through its share in production, royalty fees and taxes.
Realizing this project will increase the independence and
the reliance on local natural resources, as well as affirming
Palestine’s sovereignty over its natural resources.

PIF has also begun the implementation of the “Noor
Palestine” solar energy investment program. The
program aims at establishing small solar power
generation plants with a total production capacity of
35 megawatts in the first phase and an investment of
around 50 million US dollars.

PIF has signed MoUs with municipalities of Ramallah,
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Dr. Mohammad Mustafa
Chairman of the Board

Al Bireh, Qalqilia and Tubas to construct solar power
generation plants to meet their energy needs. Other
similar MoUs were signed with the operators of 25
artesian wells in Tubas governorate for the same
purposes. The tenders for land-leveling works are
expected to be published soon, followed by tenders for
the construction of the solar parks.

As part of PIF’s efforts towards providing full turmnkey
energy solutions, starting from energy production to
distribution and infrastructure, PIF has signed a strategic
partnership agreement with the Jerusalem District
Electricity Company (JDECQO). Under this agreement,
PIF acquired 10% of the company’s shares. The
agreement set a framework for strategic cooperation and
partnership between the two parties, such as exchange
of technical and professional expertise, knowledge
of solar power generation plants, cooperation in the
Information Technology ( IT ) and Communications
sectors including the development of the company’s
optical fiber networks next to electricity networks,
and collaboration in infrastructure development. The
significance of this strategic partnership lies in the

Alongside the intertwined diplomatic, political,

empowerment of JDECO as it is the largest operating
company in occupied Jerusalem, the capital of the future
independent Palestinian state. This shall strengthen
the city’s economy and contribute to job creation, in
accordance with PIF’s strategy.

Manufacturing and Agriculture,
pillars of our national economy

In the construction industries sector, Sanad Construction
Company laid the cornerstone for the Palestine Cement
Plant. As the first Palestinian cement plant, , the project
will contribute to advancing Palestinian economic
independence, through catalyzing a national cement
industry and providing the local market with high quality
cement. The cement plant is expected to create 1500
direct and indirect jobs. The plant will be built in two
consecutive phases; the first is the construction of a
cement mill with a total investment of around 65 million
US dollars, which is expected to become 310 million US
dollars upon completing phase two, and the construction
of the cement plant.

institutional and economic

tracks, PIF remains determined to yield results in a complex environment under

occupation, fulfilling its objectives to develop a solid and independent national

economy.
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In the fourth quarter of 2016, Sanad completed its Initial
Public Offering (IPO) of six million shares, representing
10% of the company’s overall shares, at a total value of
14.1 milion USdollars. The IPO stems from PIF’s belief
in the importance of partnerships with private investors,
individuals and companies, to promote economic
development. The IPO was extremely successful and
attracted small and large investors alike.

In another endeavor in the manufacturing sector, the
Sharakat Investment Fund has signed an investment
agreement with Plastopal for plastic industries in Hebron.
Plastopal produces plastic packages for dairy and food
products.

“PIF laid the cornerstone of the first power generation
plan in Jenin. The plant will meet nearly 40 percent of
the electricity needs in Palestine, with an investment of
around 600 million US dollars.”

In agriculture, Sharakat has steadily progressed towards
the development of this vital sector. It has signed several
investment agreements during 2016, including, the
agreement with AgriPal Company (Khaizaran Palesting).
The company is setting up unique farms in the central
and northern parts of the Jordan valley producing mainly
vegetables and fresh herbs for export. AgriPal focuses
on adopting modern technologies and optimal resource
utilization, which, in turn, would increase employment

PIF laid the cornerstone of the first power
generation plan in Jenin governorate.
The plant will meet nearly 40% of the
electricity needs in Palestine, with an

expected total investment of 620 million

US dollars. i I

potential and improve agricultural export capacity. Other
Sharakat investments in the agricultural sector include
“Pal Farm” cow farms. Additionally, plans are underway
to expand PIF's investment footprint in the fields of
agriculture, crops and forage.

Health, tourism and the economy of
Jerusalem

In the health sector, Istishari Arab Hospital
launched its operations early in 2016 at Al-

41.3

Million USD

PIF’s pretax
earnings for 2016

Reehan neighborhood, which is another iconic
PIF project. Through Aswaqg Company for
Investment Portfolios, PIF has increased its
investment in the Arab Specialized Complex
Company (Parent-company of the Specialized
Arab Hospital in Nablus city and Istishari
Hospital), to around 20% during 2016. PIF is
also an investor in lbn Sina Specialist Hospital
in Jenin.

Based on the firm belief of PIF’'s Board of
Directors in its role in developing and nurturing
promising economic sectors through direct
investment, PIF took a decision to form a
new specialized investment portfolio in the
hospitality and tourism sector, carrying the
ancient Canaanite name of Jerusalem, Yabous.
PIF has increased its investment in the Arab
Hotels Company, owner of the Ramallah
Movenpick Hotel, to 54%, adding it to PIF’s
other investments in this sector such as the
Grand Park Hotels in Ramallah and Bethlehem,
the Jacir Palace and the Bethlehem Convention
Palace and Ibis Hotel in Jerusalem, among
others.

Social investment... towards job
creation and sustainability for
youth

Ladies and Gentlemen,

PIF has always believed in serving the community on
all levels, and in the importance of a comprehensive
approach. PIF is actively developing the concept of
corporate social responsibility into a comprehensive
social investment strategy.

PIF’s efforts in this domain are led by the Palestine for
Development Foundation, which aims at developing
the skills and capacities of Palestinian to meet the

PIF continues its restless efforts to
support and catalyze the economy
of Jerusalem. Those efforts include
developing the existing investment
portfolio in the holy city focusing on
tourism, real estate, small and medium
enterprises, in addition to employment,
financing and tourism programs that
will be hopefully announced in 2017

needs of the labor market, and be positive agents
within their communities. Those goals will be achieved
through various programs fostering the culture of
entrepreneurship, and promoting a knowledge-based
economy focused on innovation.

“loda” [Start] program for youth employment is an example
of PIF's social investment strategy. The program offers
financing for self-employment projects and the necessary
support and training to boost those projects.

PIF assets at the
end of 2016 reached

<
\,

Million USD

On the financing side, the program offers loans with
attractive terms to youth startups or to youth planning
to expand existing family businesses. This will lead to job
creation and fostering the culture of entrepreneurship.
The program was launched with a significant contribution
of 30 milion US dollars in loans from the Arab Fund for
Economic and Social Development.

The second component has been set into motion
through signing an agreement with the International Labor
Organization (ILO) and the Palestinian Ministry of Education
(MoE) to provide required trainings and capacity building
programs for youth. This will expand the youth’ horizons
and their potential.

The Palestine for Development Foundation will train
around 200 teachers and target more than 500 students
in vocational centers through the “Introduction to the
Business World” program. The foundation will also train 25
trainers on “How to select your business idea” and “How
to start your project”. Those trainers will be tasked to train
more than 500 entrepreneurs who wish to start their own
businesses.

The Palestine for Development Foundation continues
to work on the Economic Empowerment Program for
Palestinian Refugees in Lebanon. The program expanded
to include new partners such the Arab Fund for Social and
Economic Development and Silatech organization. Around
2100 projects were financed until the end of 2016, with
a total value of nearly 3.67 milion US dollars, in various
sectors, benefiting around 12,000 refugees.

Ladies and Gentlemen,

PIF continues to improve its performance through good
corporate governance, a new organizational structure
and the adaptation of international best practices in
audit, compliance and investment.

President Mahmoud Abbas issued a decree appointing
Mr. Fadi Dweik as General Manager of PIF.

PIF’'s achievements are well reflected in its financial
performance. PIF has achieved 41.3 milion US dollars
in pretax earnings, and a net profit of 37.3 million US
dollars. PIF transferred a total of 21 million US dollars
to the Palestinian treasury comprising of the remainder
of its 2015 dividend payment, and an advance dividend
payment for 2016. To date, PIF’s total transfers to the
treasury reached 764.5 million US dollars.

PIF's assets at the end of 2016 reached 856.2 million
US dollars, a 7% increase since 2015. PIF investment
allocation inside Palestine accounts for 93% of its overall
investment portfolio.

I would like to seize this opportunity to express the Board
of Directors’ gratitude to President Mahmoud Abbas, for
his wise guidance and support to PIF and its strategies.

| would also like to thank my colleagues on the Board
of Directors and members of the General Assembly for
their contribution to PIF. Last but not least, | extend my
sincere appreciation and thanks to all staff members for
their dedication, commitment and hard work to realize
PIF’'s goals and mission in laying the foundations for a
strong and independent economy for our future state.

Yours,
Mohammad Mustafa
Chairman of the Board
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/About PIF

About PIF

PIF is the sovereign wealth fund of the state of Palestine.
PIF was established in 2003 as a public shareholding com-
pany with financial, administrative and legal independence,

governed by its internal bylaws in line with Palestinian law.
Mission

The mission of PIF is to contribute to the building of an

independent and vibrant economy as a pillar of the

future Palestinian state. It also aims to empower the
Palestinian private sector and to enhance its leading role.
PIF aims to achieve its mission by investing in feas-
ible and socially responsible developmental projects, which
create jobs and promote sustainable growth in vital sectors.
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i/ Governanc

PIF believes that good corporate governance is the key to long-term stability and growth.

The success of PIF’s investments and those of its subsidiaries depends on PIF’s professionalism and credibility. As
such, PIF adheres not only to the Palestinian law, but to international best practices and standards in corporate
governance.

Its membership in the International Forum of Sovereign Wealth Funds reflects this vision, as its performance and work
follow the Santiago Principles set by the World Bank.

PIF Board of Directors is comprised of 11 members representing the

Palestinian business sector, academia, civil society and regulatory

bodies.

PIF’s Organizational Structure is based on four pillars:

Board of Directors Committees and

1. General Assembly. Responsibilities

2. Board of Directors.
1- Audit Committee:

3. Internal and External Audit. Review PIF’s financial statements,

review its internal audit reports,
monitors adherence to procedures
and oversees issues that impact

4. Uniform policies and procedures based on best practices and qualified human resources.

3- Governance Committee:

Headed by the Chairman of the
Board of Directors, the committee
is tasked to oversee PIF’s
commitment to its bylaws, review

PIF’s financial statements. and determine internal governing
policies and procedures, including
ensuring that no conflict of
interest occurs within the senior

management.

The Committee members are:
® Mr. Tarek Aggad — Chair

* Mr. Mohammad Abu Ramadan

o Mr. Mazen Sinokrot The Committee members are:

¢ Dr. Mohammad Mustafa — Chair
e Mr. Maher Al Masri

Governance Tools

e Mr. Tamer Bazzari

e Dr. Mohammad Nasr

PIF is committed to the principles of good governance and transparency through Jel ey

multiple criteria that include: :
P [vEsimEm Cermmities: 4- Human Resources Committee
Responsible for reviewing and
adopting Human  Resources
policies and salaries and bonuses
at all levels, including senior
management,and the General
Manager’s salary and bonus.

Reviews and sets investment
policies, reviews and approves
investment decisions, and oversees
the performance of the different
investment portfolios.

o The Board of Directors internal audit committee, and the continuous coordination with the State Audit
and Administrative Control Bureau and Ministry of National Economy, since PIF is registered as a public
shareholding company.

¢ Internal audit unit supported by Deloitte, which reports to the Board of Directors.

The Committee members are: I
The Committee members are:

® Eng. Nabil Al Sarraf — Chair

o External auditors (Ernst & Young) who report to the Board of Directors and ensuring commitment to

international auditing standards. * Dr. Mohammad Mustafa - Chair

® Mr. Azzam Shawwa
* Mr. Tarek Aggad

* Mr. Mazen Sinokrot

e Mr. Samer Khoury
® Mr. Tarek Aggad
e Ms. Lana Abu Hijleh

e Adopting a number of policies and procedures that govern PIF’s work.

. o . ® Mr. Mohammad Nasr
Such measures have enabled effective management of PIF’s assets and the success of its investment portfolios. R
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Board of Directors

Mrs. Lana Abu Hijleh

Director General of Global Communities in the West Bank and Gaza Strip since 2003,
and an expert on local and international development. She served as Assistant Resident

Representative for UNDP, and is a member of the board of directors of several leading

Palestinian organizations.
Dr. Mohammad Mustafa. Chairman of the Board

Chairman of the Board of PIF, former Deputy Prime Minister, former Deputy Prime Minister for
Economic Affairs, former Minister of Economy, and former PIF’'s CEO. In his former capacity
as CEO of PIF, Dr.Mustafa led the fund to become an engine of development and investment
in Palestine by launching transformative projects in vital sectors such as telecommunications,
real estate, energy, small and medium enterprises, construction, tourism and infrastructure.
Prior to joining PIF, Dr. Mustafa worked in the World Bank in Washington and as an economic

reform and investment consultant in Kuwait and Saudi Arabia, CEO of Paltel, and a lecturer
at the George Washington University.

Eng. Nabil Al Sarraf

Businessman who is serving on the boards of several companies in Jordan and Palestine

and other non-governmental and charity organizations. He obtained his master’s degree
in Civil Engineering in 1966 from Aachen University, Germany.

Mr. Maher Al Masri

Chairman of the Board of Directors of Islamic Palestinian Bank, as a representative of PIF,
former Minister of National Economy. Former chairman of the board for several economic
enterprises and institutions. Mr.Masri holds a master’s degree in Economics from the

Mr. Tarek Aggad

American University of Beirut.

Chairman of the Board of Directors and CEO of APIC and executive board member of
Aggad Investment Company (AICO), besides serving on the boards of several companies

in manufacturing, distribution and services sectors in Palestine, Jordan and Saudi Arabia.
Mr. Aggad holds a bachelor’s degree in Economics from Harvard University.

Mr. Mohammad Abu Ramadan
institutions. He holds a bachelor’s degree in Mathematics from Memphis University.

Chairman of the Board of Directors of Wataniya Mobile (WM), as a representative of PIF,
and former Minister of Planning and Administrative Development. He is also a member

of the Boards of Directors of several companies and economic institutions, and holds a
bachelor’s degree in Business Administration from Syracuse University.

Mr. Mazen Sinokrot

Chairman of Board of Directors and CEO of Sinokrot Global Group, former Minister of
National Economy and founder of the Palestine Trade Center (Paltrade), he obtained his

Dr. Mohammad Nasr
degree in Production Management and Industrial Engineering from Nottingham University.

Mr. Azzam Al Shawwa
Governor and chairman of the Palestine Monetary Authority, former Head of Energy
Authority and member of several local and international economic organizations and

Associate Professor of Economics at Birzeit University and chairman of the Board of
Directors of Amaar Company, as a representative of PIF. He is also a member of the Board
of Trustees and the research advisors group at the Palestine Economic Policy Research

Institute (MAS). Dr. Nasr holds a PhD. in Economics from Ohio University and an MBA
from Wayne State University.

Mr. Samer Khoury

Mr. Tamer Bazzari
CEO of the Consolidated Contractors Company (CCC), who serves on the board of over

28 entities worldwide. He holds a bachelor’s degree in Civil Engineering from California
State University, and a master’s degree from the University of Southern California

Founder and CEO of Genero Capital, former CEO for Rasmala Investment Bank, and held
several positions in the Dubai Financial Market, Ernst & Young in the UAE and Deloitte in
Canada. He serves on the boards of several leading financial and business enterprises

in the Gulf. Mr. Bazzari obtained his postgraduate degree in Accounting from Concordia
University, Canada, a Chartered Accountant and Chartered Financial Analyst.
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at contributing to the b I;
2pendent economy.

¢ Integrity and Transparency
¢ Social Responsibility and Social
Investment
e Good Governance and Best
Practices
e Accountability
¢ Innovation
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‘General Assembly zil

. PIF launched a package of projects in 2016 in cooperation and partnership with several
e btenkl jleall ggain : . . . . o .
Fateginion evamrmmni Fusd leading private sector companies with a total expected investment size of

i3

General Assembly

The General Assembly is the primary supervisory body representing PIF’s main shareholder; the Palestinian
people. It is comprised of 30 independent and experienced members, representing the diverse spectrum of
Palestinian society, including the business community, regulatory bodies and civil society organizations. The
President of Palestine appoints the members for the General Assembly, for a three-year term, during which they Covering the following economic sectors
are responsible for the provision of general strategic guidance for PIF. The General Assembly also reviews the
annual reports and approves the distribution of dividends.

The General Assembly is also responsible for the appointment of the external auditors based on the Tourism Agriculture
recommendations of the Board of Directors. f
Through Yabous and Amaar . Through Sharakat
Dr. Mohammad Mustafa / Mr. Nabil Al Sarraf / / Dr.HasanQassemy , 5/ 5, # ® 8  # % # # S @ & & & & & @ & & & WO W IW IV RURUEURUE NURTE S e e e e e e e WU
_ Health Industry
Governor of the Palestine Monetary Authority Mr. Mazen Sinokrot Dr. Jawdat Al Khudari
Through the investments of Sanad and
Through Aswaq Sharakat
Chairman of the Board of Directors, Palestine Mr. Mohammad Abu Ramadan Dr. Hani Nijem
Stock Exchange
: : — Energy Capital Markets
Chairman of the Federation of the Palestinian Mr. Tarek Al Aggad Mr. Sam Bahour p
Chambsrs of Oommerce Through Massader Through the investments of Aswaq and
Khazanah

Chairman of the Board of Directors, Capital
Markets Authority

Mr. Azzam Al Shawwa Mr. Abdulkader Al Husseini

/
/
/
/
[
/
/
/
/

President of the Private Sector Coordination
Council

Dr. Safaa Nassereddine

Director of the Presidential Court Dr. Mohammad Nasr Mr. Hashim Al Sawwa

Representative of the Board of Directors of the
Palestinian Business Women’s Forum

Mr. Faisal Al Shawwa Mr. Ahed Bseiso

Dr. Mohammad Ishtayyeh Mr. Nassar Nassar

Mr. Maher Al Masri

Mr. Kamal Hassouneh Mr. lyad Joudeh

Mr. Samer Khoury
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PIF Highlights for the year

2016 a7

Million USD

net profit after tax

PIF Profits in

HIESEO il

Million USD

gross profit pretax

14/3/2016

Completion of phase one of Opening of Al-Istishari
Jericho Agro-Industrial Park (JAIP) Arab Hospital

i {é} i I l:iq 330 Bedsl
: %@ : | 4B 750 sobs!
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| wizhuwlall jloii will Ggain |
1 Palestine Investment Fund 1
| ilif Juditusa yotin :
| |
I I
I I

24/5/2016

1
I
Investing in the Jerusalem District |
Electricity Company (JDECO) 1

S

Total transferred to State
----- 1 treasury as dividend payment  i------ 7@4515

since 2003

|
W

§

Launching Noor Palestine
program

]

' 35 |

| MW |

| through solar |
energy with |

I 50 million USD. |

| worthinvestment 1

30/5/2016

Launching Ibtikar Fund,
as part of Investment
of Sharakat

by fundmg

! 1

! 1

i 1

| 1

| emerging : _____________________ |
|

companies

5/12/2016

IPO of Sanad Construction
Resources

Fourth quarter

Launching Yabous Company
for Tourism Investments

30/10/2016 PIF assets by end of
Opening of Khaizaran |
Palestine farm, an investment
by Shrakat Company

¢

Protected agriculture
‘over an area of

I
I
350 '
square meter :

S5 (N2 —

24/11/2016 |

Jenin Power Plant

|
|
29/9/2016 | | %40=3
Incorporating “Know About :‘ “““ EosstEoro : cfo'e:?aclgwsc(iizenveﬁ:s :
Business” curricul rt of i
10A youth program i he | 1/10/2016 ey P!
_education system. 4 Laying corner stone for | |
: \ first cement factory
1 (0\ 1 in Palestine
| T Nt uituite 2003 2016
bemmmm e - | g 31 Omumnusnl
! 5@\1 000 sexs

with growth percentage of --------————-——- i

7%

compared to 2015

PIF investments inside and outside Palestine

Palestine Investment Fund
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= / PIF Investment Portfolios

-
A
==
=sanad
. . i1l Jaloo
dylniille Glguil ST O
A ASWAQ INVESTMENTS Ayl r!z[amspsyader

a PIF Company

S | — Yabous
'
S HARAKAT a PIF Company

a PIF Company

2 1 oiil) g rhulo b8
Palestine For Development

PIF Social Investment Subsidiary

=k
HARZAAR

aPIF Company

Specialized Development Mechanisms

In order to optimize PIF’s performance and enable its ambitious strategy, the Board of Directors
adopted a new organizational structure for PIF and its investment subsidiaries.

The structure is based on specialization, and includes seven main investment portfolios,
including the newly launched Yabous Company for hospitality and tourism, and Massader
company, and the Palestine for Development Foundation; PIF’s social investment and social
responsibility subsidiary.

Palestine Investment Fund / 2 5
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With PIF’s strategy and main goal of boosting energy
security for Palestine, Massader achieved a number of
strategic milestones in 2016. These include:

Signing the Production Sharing agreement with the Government of Palestine

e
M jaloo

massader

a PIF Company

for the development of West Bank Qil Field-Block 1, and launching the first
phase of the exploration program within the project boundaries.

Issuing an international tender for international EPC contractor to build PPGC
450 MW gas fired combined cycle power plant near the city of Jenin, laying
the corner stone of the power plant and signing a mandate letter with the

Massader for the Development
of Natural Resources and
Infrastructure Projects

International Finance Corporation (IFC) to enable the mobilization of the debt
financing to the project.

consumers within the private, public and residential sectors to produce their
energy needs through rooftop solar systems and pooled solar parks models
thus decreasing country dependency on imported energy sources, promoting
utilization of green energy sources and reducing cost of electricity on consumers.

Massader is the PIF investment arm in Natural resources and
infrastructure sectors. Massader is currently developing a large
portfolio of strategic investments that will contribute to the economic
independence and serve as basic building blocks for the State of

FEleStie, Prequalification of 9 international EPC contractors to construct large-scale PV

Solar Parks across the country.

\Launchng Noor Palestine Solar Program that helps and encourages electricity

Massader’s investment strategy is focused on promoting public private
partnerships that unlock investment opportunities in the following key
economic sectors:

NN
1250 o

Million for the development of Gaza Marine offshore
natural gas field that holds around 1.1 TCF of natural
gas

e Upstream Oil & Gas.

e Conventional Power Generation.

¢ Renewables Power Generation (Solar and Wind).

400

Million for the development of West Bank Oil Field-
Block One, with an estimated reserve of 30 million
barrels.

¢ Water Desalination and Waste Water Treatment.

¢ Waste to Energy.

Massader’s current investment program is estimated at around USD 2.5
billion.

Ambitious Investment Program =

Million to expand the capacity convert existing
Gaza power plant from diesel to a natural gas fired
power plant, up to 280 MW.

Million for the development of Jenin Power Plant,
with a generation capacity of 450 MW.

Million USD for the construction of large-scale
= # ‘ solar parks with a total production capacity of 70
MW, in different locations in the West Bank.

Million for Noor Palestine Solar Programme with
total capacity of 35 MW.

Palestine Investment Fund
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The Development and Utilization of
Gaza Marine Offshore Natural Gas
Field

The natural gas field is located in the Palestinian EEZ
offshore Gaza. The proven gas reserve is estimated
at around 1.1 trillion TCF of natural gas. The field is
commercially viable and constitutes an important
source to fulfill the power generation needs of
domestic market and would allow for the export of
excess gas to neighboring Arab countries. PIF owns
17.5% of the development rights of this field that is
being developed in partnership with CCC (27.5%) and
the Shell (55%). The total development costs of the
project are expected to reach up to 1.25 billion US
dollars.

The Development and Utilization of
West Bank Oil Field

The West Bank Oil Field covers an area of 432 km2
extending from the North-West of Ramallah to the
North of Qalgilya. Preliminary assessments indicate
the presence of hydrocarbon resources (oil and
natural gas). Those assessments will be verified by
executing an exploration and appraisal program. PIF
has signed a production sharing agreement with the
Government of Palestine for the development of this
field. It has brought on board specialized international
companies to execute the exploration and appraisal
program. An oil field operator will be appointed as the
commercial feasibility of the project is confirmed. The
total required investment for this project is estimated
at around USD 400 million.

The Development of PPGC Jenin
Power Plant (JPP)

The is the first and largest gas-fired power plant in
Palestine, with a generation capacity of 450 MW, that
will be built in the governorate of Jenin. This project is
being developed by the Palestine Power Generation
Company (PPGC); a partnership between leading
Palestinian institutional investors that include the PIF
with 40.3%, PADICO 20%, Paltel 10%, the Arab Bank
Group 10%, the Palestine Electric Company 5%,
APIC 4%, in addition to leading group of investors that

* 0

BOC
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*
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*
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OO

include the Bank of Palestine, Al-Quds Bank, Cairo
Amman Bank, PRICO, National Insurance Company
and others. The power plant will provide around 40%
of the electricity needs of the Palestinian market.
Production is expected to start in June 2020 with total
investment of around USD 600 million.

Noor Palestine Solar Program

This program aims at promoting the production of
clean energy from renewable sources by encouraging
consumers of electricity in the private sector, the
public sector, and residential sector to build their own
energy systems. The program will construct medium
sized Solar Parks that will serve groups of consumers
and construct solar PV systems to produce the
electricity needs of individual customers. The program
is expected to rollover around 35 MW installation of
PV systems with a total investment size of around
USD 50 million.

Utility Scale PV Solar Program

The program aims to build a portfolio of utility-
scale solar parks across the country that will feed
electricity directly into the main load centers in several
governorates. The total program size is to be around
70 MW with total investment size of around USD 100
million.

PEC Gaza Power Generation Plant

PIF is a key investor in the Palestine Electricity
Company, owner and operator of the Gaza Power
Plant. Investors are currently working on converting
the power plant from diesel to natural gas. In addition,
the partners are seeking to expand the capacity of
the plant to meet the huge shortage of electricity in
the Gaza, provide additional critical electricity supplies
for seawater desalination projects and wastewater
treatment plant. The power generation capacity of the
plant is expected to reach 280 MW with additional
investment size of around USD 200 million.
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\ Economic Impact

Massader’s investment program is focused on the development and utilization of Palestine natural resources that is
expected to have sizable impact on national economy that include but not limited to the following:

* Encourage dependence on local energy sources, reduce dependence on imported energy sources and contribute to
national energy security program.

* Sizable expansion of economic activity, increasing the size of GDP and generating significant revenues to the govern-
ment in terms of taxes and royalties.

* Reducing trade deficit with trading partners and creation of domestic energy market (particularly for natural gas).

* Mobilization of sizable local institutional investment program and encourage the flow of FDI from DFls and interna-
tional investors.

e Creation of thousands of direct and indirect jobs opportunities in the national economy.

PIF Board founded Massader to contribute to Palestine’s Energy Security, by develop-
ing our hydrocarbon resources (oil and Gas), and building adequate infrastructure for

power generation from conventional and renewable sources, to form the first building

block for an independent national economy.

Basem Abdel Halim
Chief Executive Officer

\ Future Projects

Massader will continue to develop its investment portfolio in power generation (conventional and renewable) and the
development of hydrocarbon resources (oil and gas). In addition, Massader will scale-up its investment program to
include power generation from solid waste, investing in seawater desalination plants, wastewater treatment and recy-
cling, and providing needed infrastructure to improve Palestine’s connectivity to the world through developing country
airports, seaports and border crossings.

0,00,
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Aswagq’s investments

Telecommunications Sector

Wataniya Palestine Mobile Telecommunication (WIM)

Palestine Telecommunications (PALTEL)

Banking & Financial Services Sector

Aylnitille dlgaul 1 . . : ' Palestine Islamic Bank (ISBK)
ASWAQ INVESTMENTS ' - o " —

Arab Islamic Bank (AIB)

Aswagq for Investment - | ' : : A-Quds Bank (AL-QUDS

. ( )
Portfolios et : T o i) -':

PIF founded Aswaq to lead PIF’s strategic investments in Palestine. : i i | i g : % . - Al-Safa Islamic Bank (AL-SAFA)
Those investments play a vital role in supporting the Palestinian economy ‘ ey ] + - 1.115 *
across various sectors. - - R i Industrial Sector
Aswagq’s investments in strategic Palestinian companies enable the growth .: ey ¥ Palestine Industrial Investment Company (PIIC)
and these companies and improvement in their performance. This comes 7
in line with PIF’s vision towards an independent and sustainable Palestinian The Vegetable Oil Industries Co. Ltd. (VOIC)
economy.

Birzeit Pharmaceutical Company (BPC)
PIF, through Aswaq, invests in companies that have long-term visions and 3

strategies, and which have mature operations and distribute dividends. PIF aims National Aluminum and Profile Company (NAPCO)
to retain steady returns in the medium and long run from these investments, as
well as improving the companies’ performance and efficiency through overseeing

their performance.

Palestine Poultry Company (AZIZA)

o e Retail and Import Sector

Arab Palestinian Investment Company (APIC)

2 8 1 million USD

The market value of ASWAQ’s investments in
listed companies in PEX until the end of 2016

A
2 .6 1 Billion USD

The market capitalization of the companies that
Aswagq had invested in.

Arab Palestinian Shopping Centers Company (PLAZA)

Healthcare Sector

Arab Specialized Medical Complex Company (ASMCC)

Palestine Investment Fund



Aswagq’s Investments by Sector

Telecommunications Sector
Banking & Financial Services Sector
Industrial Sector

Retail

Healthcare Sector

Others

2016 Highlights

Aswaq is considered one of the leading
investment platforms in Palestine. 2016
withessed a significant growth in the
investments managed by Aswaq, as new
investments were added to its portfolio,
and as the value of its existing portfolio
grew in various economic sectors:

e Industrial Sector: Palestine Industrial
Investment Company (PIIC), another Aswaq
investment, acquired Al-Pinar General Trading
Company early 2016. PIC’s performance
indicators were very positive as a result of
the acquisition. Additionally, the improved
performance of the Palestine Poultry Company
AZIZA positively contributed to the overall
enhancement in PIIC’s performance as it holds
20.90% of the shares.

¢ Banking and Financial Services Sector: Aswaq
increased its share in the Arab Islamic Bank
AIB to reach 34.98%, to become the second
largest shareholder. It also participated in the
secondary offering of the Palestine Islamic Bank

16.91%

26.43%

ISBK to raise the bank’s capital, and maintained
its ownership at 34.18% of the bank’s shares. In
addition, and in light of the increasing demand
on lIslamic banking services, Aswaq also
participated in the IPO of Al-Safa Islamic Bank
in mid-2016.

e Telecommunication Sector: WM for the first
time reported positive profits for the first three
quarters of 2016, compared to net losses
reported for the same period of previous
years. This comes as a result of the company’s
sound management and reducing the overall
operational and managerial expenses, as well
as the significant increase of its client base
which had a positive impact on the profitability
of Aswagq, as it holds 36.07% of the shares of
WM.

e Healthcare Sector: Aswaq increased its
investments in this sector through acquiring
around 20% of the Arab Specialized Medical
Complex Company’s (ASMCC) shares. ASMCC
owns and manages AL-Istishari Arab Hospital in
Al-Reehan neighborhood; which is considered
an iconic hospital with advanced healthcare
services.

Affiliated Companies in Aswaq’s Portfolio

| The Arab Islamic Bank (AIB)

Established in 1995, AIB was the first Islamic bank
in Palestine. It launched its operations in 1996,
and carries out a wide range of banking, financial
and investment activities in compliance with the
Islamic Law (Sharia). AIB provides high quality
modern Islamic financial and banking services and
products through its network of 11 branches, and
has 300 employees. The paid-in capital of AIB is
currently 50 million USD, and the bank is actively
working on raising it to 75 million USD in the coming
few years in compliance with the instructions of
Palestine Monetary Authority. ASWAQ holds a
share of 34.98% of AIB -ASWAQ second largest
shareholder-. The bank has reported a net profit of

6.2 million USD for the year 2016.

/ The Palestine Islamic Bank (ISBK)

ISBK offers a variety of contemporary banking and
financial services and products in compliance with
the Islamic Law (Sharia). It has an authorized capital
of 100 million USD, and a paid-in capital of 62.5
million USD which it will be gradually increased to
reach 75 million USD over the coming few years
in accordance to the instructions of Palestine
Monetary Authority. The bank operates a network of
19 branches with around 450 employees. ASWAQ
holds a share of 34.18% of ISBK, and the bank
reported a net profit of 12.6 million USD for the year

2016.

| Wataniya Mobile (WM)

WM, the second mobile services operator in
Palestine since 2009. WM is a joint venture between
PIF and the National Mobile Telecommunications
Company (NMTC), which is owned by Ooredoo
Group. WM has a paid-in capital of 258 million
USD. Despite the Israeli impediments that include
blocking the frequencies of WM and disrupting
the entrance of operational equipment into the
Gaza Strip; recently the company had succeeded
in releasing and setting up significant parts of
the telecommunication network equipment into

the Gaza Strip. In addition, the first pilot test call
between Gaza and the West Bank was conducted.
WM is planning to launch its services in Gaza Strip,
which represents 40% of the Palestinian market
during 2017. Moreover, the company is planning
to launch 3G services in Palestine. Aswaqg holds
a share of 36.07% of WM and the company had
managed to reduce its periodic losses significantly
during 2016 to (1.5) million USD.

/ Palestine Telecommunications
Group (Paltel Group)

Paltel is the first telecommunications operator in
Palestine. PIF is a co-founder and key investor
in Paltel since its setup in 1997. Paltel is a public
shareholding company that provides wired and
wireless telecommunications and Internet services
in Palestine, through building, operating and
developing the needed infrastructure. Paltel is
considered as the company with the highest net
worth in PEX, with a net worth of around 1 billion
USD. Paltel has a paid-in capital of 131.62 million
JD, and it has declared net profit of 80.06 million JD
for the year 2016.

/ Palestine Industrial Investment
Company (PIIC)

Established in 1995, PIIC is an industrial holding
company specialized in industrial and agricultural
investments. PIIC holds major shares in Palestine
Poultry Company (AZIZA), Palestine Plastic
Industries Company (LADAEN) and the National
Carton Industries Company (NCI). PIIC had recently
acquired Al-Pinar General Trading Company,
which produces dairy food products, aiming to
enhancing food security in Palestine. PIIC is also
a major shareholder in the Vegetable Oil Industries
Company (VOIC) and the Golden Wheat Mills
Company (GMC), with a paid-in capital of 18.75
million JD. ASWAQ currently holds 20.90% of PIIC’s
shares. PIIC had reported a net profit of 4.02 million
JD by the end of 2016.

Palestine Investment Fund
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/ The Arab Palestinian Investment Company (APIC)

APIC is a leading company in the manufacturing, wholesale, and retail sector. It provides local consumers with the
ability to choose high quality goods and services that were not available in the market, or that were sold at higher
prices. APIC’s diversified portfolio includes manufacturing, wholesale, media, trading and retail. In 2016, APIC’s stock
price increased by 71% by the end of 2016 in comparison to the beginning of the year. APIC had reported a net profit
of 12.13 million USD in 2016, by the end of 2016, where ASWAQ holds a share of 17.47% of APIC’s shares.

APIC group is the mother company of the following companies that provide the Palestinian
market with high quality products and services:

The Arab Palestinian Shopping Centers
i Company (PLAZA)

The Palestinian Automobile Company

SKY Advertising, Event Management
: & PR Company H

Medical Supplies & Services Company (MSS) UNIPAL General Trading Company

Arab Palestinian Storage & Cooling i i  The National Aluminum & Profiles
Company Company (NAPCO)

The Arab Specialized Medical Complex Company (ASMCC)

Established in Nablus in 1997, ASMCC is a private limited liability company. It invests in and manages several leading
hospitals in Palestine, including the Specialized Arab Hospital in Nablus, where it provides advanced medical second-
ary and tertiary services and treatments through highly qualified specialists. ASMCC also holds 70% of the shares of
Istishari Hospital in Al-Reehan. Istishari is the largest hospital in Palestine, aiming to offer high quality healthcare services
that employs the most advanced technologies and equipment.

Strategic Partnership with the Jerusalem District Electricity
Company (JDECO)

In May 2016, PIF and JDECO signed a strategic partnership and cooperation agreement, under which PIF acquired
10% of JDECQ’s shares. This agreement aims to create a framework for strategic cooperation and partnership
between the two parties in several respects, in addition to shares acquisition. The agreement includes articles
dedicated to the exchange of knowledge and technical support in the energy sector, including solar energy and
photovoltaic power stations and cooperation in telecom, including developing JDECQ’s fiber-optic network and
cooperation in developing the infrastructure. This partnership will further integrate the different components of the
energy sector in Palestine amongst the different actors in producing, distributing and exchanging knowhow in this
field. Moreover, this cooperation will decrease the reliance on Israel and thus the bill payable to Israel in return of
electricity supplies. In 2017, management of PIF’s share in JDECO will be managed through ASWAQ.

Aswaq’s presence as a strategic investor in the aforesaid companies is
considered an added value to those companies. These investments em-
phasize PIF’s view that the private sector is a key player in the process of
economic development

Shadi Khatib
Acting Executive Director

Economic Impact

Aswagq is one of the largest investors in Palestine. The presence of such an investment company boosts the performance
of the Palestinian market and PEX. Aswaq is a key contributor to the development of the Palestinian investment
infrastructure through supporting national companies in attracting additional investors. Aswaq plays a critical role in
financing PIF’s developmental programs and investments, and in attracting foreign investments.

Future Projects

Aswagq is planning to grow its portfolio in 2017, through increasing its shares in strategic companies where it currently
invests, and through investing in new companies. In the telecommunications sector, WM had finalized its preparations
and plans to launch its services in Gaza Strip and to offer 3G services. This will result in a significant positive impact on
the company’s revenues, client base as well as creating additional job opportunities in Gaza.

In the industrial sector, Aswaq, as a key investor in Sanad Construction Resources Company, will reap the benefits
of Sanad’s expansion plans which boost the independence of the Palestinian construction supplies sector create
more jobs, create investments opportunities in this vital sector, and ultimately contribute to the independence of the
Palestinian national economy. Sanad plans to construct a fully operational cement plant, starting with a cement mill
which is expected to start the production process in 2018.

As for the banking and financial services sector, Aswaq plans to increase its investments in Islamic banks, which currently
represent 18% of the Palestinian banking sector, and a large growth potential. Finally, in the healthcare sector, Aswaq
is aiming at increasing its investments in the ASMCC that operates both the Specialized Arab Hospital in Nablus and
AL -Istishari Arab Hospital in Ramallah. Aswaqg aims to promote a qualitative shift in the medical and healthcare services
in Palestine, through offering specialized medical services with highest international quality standards, administered and
supervised by Palestinian cadres, equipped with advanced technologies, which will in turn attract expatriate Palestinian
medical experts back to Palestine.

Palestine Investment Fund 3 5




Amaar Group was established in 2009 as the real estate investment arm of
the Palestine Investment Fund (PIF) with an authorized capital of 140 Million

US dollars. Through its commercial and housing projects, Amaar is playing

a major role in boosting the real estate sector in Palestine. The Group has
made excellent accomplishments, creating several iconic landmarks in many
governorates. One of the most well-known achievements of Amaar Group is
Al-Reehan neighborhood. This residential project has set the main expansion
features and future housing standards of the city of Ramallah. There are currently
over 700 houses in the neighborhood, and it has modern investment in several
sectors including medical, academic, and tourism. Upon completion, Al-Reehan
will be home to over 1,500 Palestinian families.

In addition to Al-Reehan, Amaar has completed Al-Jinan neighborhood in Jenin

and the first phase of the Moon City project in Jericho. Furthermore, the Group

is developing commercial centers, such as Ersal Center, shifting the standards of
Palestinian commercial centers and bringing a new level of architectural creativity
embossed with advanced technology.

Amaar’s strategy will adhere to the development of the horizontal real estate sector,
through purchasing large tracts of land areas and building the necessary infrastructure
to sell to sub developers. These initiatives will stimulate the developers and investors to
catalyze the investment cycle in Palestine. It is also important to address and focus on
developing the land and providing it with all required facilities, urban and civil planning,
screening and registration, in order to compensate the shortage of lands possible for real
estate development.

Among Amaar’s main priorities is to contribute to the investment in Jerusalem, through

the constant search of partnership opportunities that encourage and create Palestinian
investments, which could help reinforce the Palestinian identity and cultural heritage there. In
addition, Amaar Group strives to maximize real estate projects in Area “C”.

Amaar’s projects also target the Palestinian Diaspora, an integral component of the Palestinian
people. It offers them the opportunity to reinforce their connection to their homeland through

investing and contributing to the development of the Palestinian state.

In summary, Amaar’s main focuses are to effectively contribute to the development of physical
and social infrastructure of the steadily growing Palestinian society, and support the Palestinian

economy in accordance to PIF’s vision for a solid, independent, and self-reliant economy.

3% %

*

0 * *
. o . o *

000 000 000 000 000 000

DOOOL DZ 00O DO L000\000

OO0
OO

2016 Highlights

SR

NN

"ﬂ

S
A

—

SN

NS
A X

S
o

—_—
NN

NN
NS

g 5 .f:
——
A

X
et

Sy

e
S

_
\!‘

Palestine Investment Fund 37

+ Vo D000 + Vo Oh0C *
@ G 0 G P G GG GGG EEEEEEEEEPEPLPLPEEPEEPEEPEEPEEPEEPEEEPEEPLPGPCPEPEPLPECPCPPPPPPP0 0000000000000 00000000000000000



*

*
000
OO0

38

*

00
000

000
DOOOL * + Vo D000 + Vo Oh0C
G 6 6 6 6 G G PG EEEEEEEPEPEPEPEEPEEPEPEEPGPEPEPEPPPPOPOPOPOPOVOLOLOLOVLOVILOVOVOOVIOVIOVIOVOVOVOOOY

Moon City — Phase Il

Continuing the success of Moon City’s first phase of land development in Jericho, Amaar Group completed and sold
most of the second phase of the project. The project area spreads over 550,000 square meters with lots of various
sizes developed for various uses such as commercial, housing, and tourist sites.

The project has already attracted many individuals, companies, and organizations, due to its unique location, modern
infrastructure, and its road network. Developers are now ready to start working on housing, commercial, and internal
tourism projects.

Birzeit Heights

Springing from Amaar’s horizontal real estate development strategy, Birzeit Heights was launched in 2016. Birzeit
Heights is approximately two kilometers away from the center of the town of Birzeit, and located on the road connect-
ing to Burham village, to the north of Ramallah. Through this project, Amaar effectively offers adequate infrastructure
to build residential neighborhoods outside city centers and largely populated localities. The project is offers 600-800
square meter lots with official ownership title deeds (tabo), allowing its new owners to start utilizing the land lots that are
already equipped with modern infrastructure such as road networks, water, and electricity.

3% %

* 0 * * * * * 0 0 0
.0 . o .o . o . o .o .

000 000 000 000 000 OO0 OO 00 000 000
DOOOL DO 00O 000000 DOOONL00OL000

0

*
000
000

*

000
000

*
* * DONLOC OO
@ 6 6 6 G GG GGGGGLEGLGLLLLLLLLLLLLLLLLLLLLELLLILELLLLLLIELEELOELELOLLEELEELEELELEELEELEELEELEELELPEELEELEEGLEELEELEELELPEELPEOGPETOLPOGPEOLPGPOPLPLPLPLPOPOPYPYEPYYP 20 0000000000000 000000000000000000000000000000

0
. o
.o

*

*

*

*
. o
000
*

Surda Hills

Part of the horizontal development strategy, Surda hills are in Surda, north of Ramallah, and are only two kilometers
away from Al- Reehan Neighborhood.

Surda Hills have become one of the most beautiful hills due to its spectacular natural setting that overlooks the Pales-
tinian coast, and surround architectural buildings that have elevated the value of the location.

Surda Hills offer 50 land parcels that cover an area of (500 to 900) square meters. Each parcel is sorted with a land
deed, and has all the adequate infrastructure services. The project aims to connect Surda Hills with main roads to play
a leading role in the development and provision of future investments.

*
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The Commercial Complex, Al-Reehan neighborhood

Offering the best possible package of incentives and services, especially to the residents of Al-Reehan neighborhood,
Amaar Group attracted a prominent supermarket operator, Gardens Supermarket. The operator will open a large su-
permarket in the neighborhood in the beginning of 2017, to service current residents and encourage newcomers. In
addition, Amaar attracted a Palestinian entrepreneur who saw a unique opportunity to open a Turkish restaurant in the
neighborhood, serving the residents of Ramallah in general at the center of Al-Reehan commercial Center.

Palestine Investment Fund
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Amaar Tower - Ersal Center

On the commercial front, Amaar signed a contract with IP Palestine
who has the right to sell ZARA, a world-renowned clothing brandz.
Its first location in Palestine will be at the Ammar Tower Ersal Center
during the beginning of 2017. The Tower has a strategic location,
as well as facilities and services that make it a promising investment
opportunity.

Additionally, Amaar continues to encourage prominent Palestinian
companies and organizations to relocate to Amaar Tower — Ersal
Center during 2017.

I Future projects I

Al-Worood Neighborhood — Jenin

In 2016, Amaar started development in Al-Worood
neighborhood in Jenin, north of the West Bank, as part
of its horizontal development projects. It is working on
obtaining all initial approvals and infrastructure works
as a first step.

The neighborhood is strategically located near
Al-Jinan residential neighborhood in Jenin, nearly
three kilometers to the east of the city center and five
kilometers away from the Arab-American University in
Jenin. Al-Worood Neighborhood will be the destination
for those looking for a unique ambience, since it
allows owners to build their houses based on their
preferences.

Al-Worood Neighborhood covers a total area of
(26,704) square meters, as part of Amaar Group’s
strategy in expanding the real estate horizontal
development.  The Neighborhood offers 25 land
parcels with areas ranging between (750 and 850)
square meters per lot. Each land parcel has its own
tabo land deed, and all adequate infrastructure services
necessary for modern construction. The roads of Al-
Worood Neighborhood will be connected with the main
roads of Jenin.

Jerusalem Commercial Center
(JCO)

Jerusalem Commercial Center (JCC) is the first
commercial project located in the heart of East
Jerusalem within a short walking distance from the Old
City and Jerusalem Holy sites. It is located opposite
to St. George School at the intersection of Salah
Eddin Street and Nablus Road. The project building
is planned to host five underground parking floors,
two retail shops floors, three office floors and up to
four furnished apartment/suites floors. It has oriental-
modern balanced facades, facade cleaning system,
service elevator, panoramic lifts, escalators, and
modern electromechanical facilities. The project built-
up area is expected to be up to 19,000 square meters.

Other strategic investments

Jericho Agro-Industrial Park (JAIP)

JAIP was established to be a pioneer in the industrial
zone development in Palestine with environmentally
friendly technologies. It lies over a total area of 615,000
square meters and its first phase was constructed over
140,000 square meters of ample infrastructure that
meets all requirements for agricultural and industrial
projects.

It is the first industrial zone to offer a complete package
of eco-friendly requirements in accordance with
international standards. It aims to become the gateway
for Palestinian products and exports to the world.

With its distinguished location to the east of Jericho
city, it lies only seven kilometers away from the King
Hussein Bridge, ten kilometers from the Dead Sea, and
nearly 30 kilometers away from Jerusalem.

Amaar has embossed its
imprint within the real estate
sector in Palestine through its
varying projects across the
country.lt has been leading
the development process in
this sector and encouraging
architectural expansion around
Palestinian cities , including
Jerusalem.

Mr. Amir Dajani
CEO of Amaar Group
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SANAD Construction Resources
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Profits

Sanad is the investment arm of PIF in the industrial and construction
resources sector. In 2016, Sanad became the holding company for all
of PIF’'s construction industries investments.

The company invests in three main subsectors: Industry, which remains

in its development phase, Trading, which entails the company’s marketing
and sales operations which are carried out through a newly established
subsidiary named Sanad Trading and Marketing Co, and thirdly Logistics,
including transportation of bulk cement through Bulk Express as well as
transportation of packaged cement through Amial Express.

2 u 3 million USD

Sanad Construction Resources
(anew company replacing Sanad Construction
Industries which became operational on

8-65 million USD

Sanad Construction Industries

Launching several projects including:

e Establishing a public shareholding company (Sanad Construction Resources), then
increasing capital by 10% through an IPO for (6,000,000 shares) and listing the company on
The Palestine Exchange (PEX) as of early 2017.

e | aying the foundation for the Palestine Cement -
Factory in Bethlehem and commencing the ¥ Y .®

llienjlUSD

-
- - pm—
. October

Through offering (6,000,000 shares) six million shares in an Initial Public Offering
(IPO), announced end of year, and listed on the Palestine Exchange (PEX) in the
beginning of 2017.

development of its first phase, the cement mill.

e|nvesting in improved storage locations to

accommodate bulk cement.
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Current projects and investments

/ Sanad Trading and Marketing

(formerly Sanad Construction Industries)

The largest cement distributor in Palestine, meeting
65% of Palestinian market needs. The company’s
leading position is a result of its capacity to import and
supply large quantities of cement with competitive
prices from different sources. Sanad’s continues to
improve and build on its commercial activities, which
started in 1994, by offering comprehensive services
and investing in strategic storage to guarantee non-
interrupted supply.

The company has a wide distribution network and a
large client-base in the West Bank and Gaza Strip;
reaching a market share of 73% and 48%, respectively.

Sanad has also expanded its product offering by
importing nearly 30,000 tons of sand in 2016, which
it hopes to increase to 200,000 tons in 2017. Other
products in the pipeline include paint, steel, basalt,
sand and gypsum boards.

West Bank
Gaza Strip

73%

Sanad market share

| Sanad South Cement Grinding
and Filling (Palestine Cement Plant)

Sanad celebrated the laying the cornerstone of the
cement plant in a ceremony attended by President
Mahmoud Abbas in Bethlehem in October 2016.

The plant will contribute to Palestinian economic
independence through supplying high quality cement
to the local market, and creating hundreds of job
opportunities for the governorate. It is expected to
create 1500 jobs, 500 of which are direct. The factory
will be built in two phases; the first phase includes the
building and operation of a cement mill, followed by
the construction of a plant for the production of raw
material.

The plant will be built over an area of 3300 donums,
which include quarries that are sufficient supply for
over 50 years, with a total investment of around 310
million US dollars. It is expected to attract regional
and international investments.

The plant is being designed with the highest
environmental standards, including nearly 25 million
US dollars in equipment for environmental protection.

The plant will consume around 1500 cubic meters of
water daily, which will be provided without altering the
current water shares channeled to nearby towns and
villages. The plant is also expected to use 25 MW of
power that will be generated onsite from renewable
energy sources.

Sanad has commenced its phase 1 work on the
cement mill, which is the cement mill that due to be
completed in 2019 with a production capacity of one
million tons of cement annually, and an investment of
58.2 million US dollars.

1000

indirect job
opportunities

direct job
opportunity

| Bulk Express

Bulk Express was established in 1995 with a capital
of 1.4 milion US dollars, . The company offers
transportation solutions for bulk cement in containers
throughout the West Bank.

| Amial Express

Amial Express was established in 2014 with capital
of 250 thaousends US dollars, to be raised to one
million US dollars in 2017. The company specializes
in transportation of packaged cement in the West
Bank. Sanad Construction Resources owns 51% of
company.

OO0 'O

/ “Asasat” for stone industries

Sanad Construction Resources is pursuing efforts
to open three quarries in the West Bank with annual
production capacity of 3 million tons. The quarries will
utilize advance technologies in this field. A feasibility
study was completed for this project, and a geological
study is underway to examine the existence and
characteristics of the type of stone required for
production.

Bonyan

Bonyan for Investment and Con-
struction Sector Development

Bonyan was launched in 2015, with an investment
portfolio of 100 million US dollars. Sanad’s expected
initial contribution will be 30 million US dollars.

The program’s main goals are:

A.\Integration and strategic partnership with small
and medium enterprises in the construction sector,
to develop its productivity and competitive edge, and
eventually increasing financial returns, creating job
opportunities and penetrating new markets.

B.\Transfer of knowledge to small and medium
enterprises (SMEs) working in this sector through
identifying technical, administrative and operational
needs to develop their work and increase effectiveness
and profitability.

C.\ Helping companies access the financing needed
for the development of their work.

Sanad has adopted a transformative
strategy from importing to producing,
to kick start the development of the
construction industries sector in Pal-
estine. This will be achieved through
establishing the first cement factory in
Palestine, as well as other programs we
hope to implement with partners spe-

cializing in this sector

Mr. Louai Kawas, i i

CEO of Sanad
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Sharakat approved investment program

Sharakat is PIF’s investment arm in the small and medium enterprise
(SMEs) sector. It aims at contributing to the development of an
independent and sustainable Palestinian economy by developing SMEs
through capital injection and enhancing corporate governance. Sharakat
focuses on a group of vital sectors, including light manufacturing, food
industry, tourism, microfinance, education, health, IT and agriculture,
which behold a strategic economic significance.

The company’s investment portfolio managed throughout 2016 reached
14.5 million US dollars, leveraging nearly 120 million US dollars of investments
by partners. Employing over 777 professionals, those investments were
deployed to establish and develop ten specialized companies, including
one investment fund focused on IT startups, and two companies focused on
financing SMEs.

Sharakat enhanced its contribution to SMEs in 2016 by launching ‘lbdaa’ — a
30 million USD youth lending and capacity building program financed by the
Arab Fund and managed by Sharakat in partnership with Palestine Development
Foundation (PsDF) which handled the training component. Sharakat implemented
the first $6m stage through funding Asala, ACAD and Faten microfinance
institutions. This has enabled over 578 youth and women to receive financing for
their productive projects, and employing over 1,130 jobs.

Over 2016, Sharakat has been increasingly focusing on the vital and strategic agriculture
sector which contributes a mere 3-5% of the Palestinian GDP and employs around
11.5% of the labor force. The sector has great potential to boost the performance of the
national economy by increasing and improving local produce, substituting imports and
increasing exports into existing and new markets.
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Investing in existing SMEs with growth and expansion potential, as well as promising startups, especially in
agriculture.

Exiting investments (preferably to original owners) after seven to eight years, once the investment is sustainable
and profitable.

i 1
bet et et
bet et et

'h'l”f | | people during 2016

Sharakat investments have employed

Khaizaran Palestine Fresh Herbs Company — Agripal

Located within areas classified as area “C” in both Tubas and Al Jiftlik, the model fresh Herbs farm uses protected
agriculture (greenhouses) and modern agricultural techniques to produce over 25 different varieties of herbs across
500 dunums in the Northern Aghwar. The investment with Khaizaran employed over 100 workers and employees and
seeks to develop the Palestinian agricultural sector through strengthening its export capacity and penetrating new
international and regional markets for Palestinian produce.

Plastopal

Established in 2013 In Hebron, Plastopal company is specialized in plastic packaging of foods and dairy using a ‘in-
mold labeling’ technique. It offers a variety of products in modern customizable designs to 15 dairy, food and salads
factories in the West Bank, Gaza and Jordan.

Sharakat’s investment aims at developing the production lines of Plastopal, with the aim of improving the quality and
cost of production. This will contribute to substituting imports and supporting the local food industry by providing high
quality, low price and readily available customized products.

“Ibdaa’” program for youth funding

Launched in 2016. “lbdaa’ is a 30 million USD youth financing program which aims at enabling young entrepreneurs
to finance their projects through affordable loans. The program is implemented in partnership with the Palestine Devel-
opment Foundation, and several micro finance institutions that work in both the West Bank and Gaza. The program
deployed 6 million USD to 578 promising projects in 2016 employing over 1,130 jobs.

Y

L
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Pal-Farm

Pal-Farm dairy farm was established in 2008 and is currently managed by Al Jebrini Dairy & Foods Industries Company.
The aim of the farm is to provide the Palestinian market and dairy companies with a stable supply of high quality fresh
milk to be used in the production of different dairy products. Sharakat’s investment has led to the increase of the pro-
duction capacity of the farm, which is now supplying over 40% of Al Jebrini Dairy Company milk needs. Sharakat’s
investment has increased the number of milk producing cows and milk production capacity, improved the storage and
transportation facilities and improved the overall quality of supplied milk.

The Palestine ljara

Established in partnership with the Islamic Corporation for the Development of the Private Sector (ICD) and the Pal-
estine Islamic Bank, the Palestine ljara Company provides a unique Islamic leasing services to SMEs in Palestine.
liara’s unique offer enables SMEs to acquire equipment using Shari’a compliant ljara lease-to-own financing. It aims at
targeting different promising industrial sectors with Islamic lease contracts ranging from 100,000 to 1,000,000 USD.

Souktel

Founded in 2006, Souktel designs and delivers custom mobile solutions that connects job seekers with employers.
Souktel also offers AidLink services, which connects with humanitarian aid providers and agencies, and allows them to
find information on their staff during crisis. Souktel’s services are considered as means to empower local communities
that are deprived from Internet connectivity, using simple 2-G mobile phones to exchange data.

Ibis Hotel (formerly Strand and Vienna Hotels)

The IBIS hotel is owned by Al-Quds Hospitality One Company which is 60% owned by Al Quds Holding (AQH) and 40%
by Sharakat. The 91-room hotel in Sheikh Jarrah, Jeruslaem, is considered the only hotel in East Jerusalem operating
under an international brand name — Ibis Styles; owned by Accor. Sharakat’s investment in the hotel enabled the com-
pletion of the hotel renovation in 2014 and contributed to its operations and management effectiveness.

A part of PIF’'s consolidation process of the tourism portfolio, Sharakat’s investment in the IBIS hotel will be transferred
to Yabous company in 2017.

Asala for Credit and Development

Asala Company is a microfinance institution (MFI) with a mission to empower female entrepreneurs in Palestine, espe-
cially those based in the rural areas of the West Bank and Gaza. It aims at supporting women beneficiaries in starting
new income generating projects or expanding their existing enterprises, to help those women, achieve economic
independence. Asala, the NGO, was founded in 1997, while ASALA Company for Credit and Development - “Asala
Company” - was established in partnership with Sharakat in November 2013 with a capital of US$ 5M, and became
fully operational on August 1st, 2014.

With an active portfolio of 13.1 million USD and 4,500 borrowers by the end of 2016, Asala has provided over 54.4
million USD in loans to over 35,000 projects in the West Bank and Gaza since its establishment.

Sharakat’s investment in Asala has enabled the transitioning of Asala from an NGO into a profit company, and has
assisted Asala in improving its corporate governance, effectiveness and efficiency.
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Ibn Sina Specialist Hospital

Ibon Sina Specialist Hospital is a private limited liability company established in 2009 with the objective of constructing,
managing and developing the first specialized hospital in Jenin Governorate. The hospital is planned to be completed
in early 2019 with 120 -150 quality beds and to employ over 500 staff and specialists.

Sharakat’s strategic investment in Ibn Sina Hospital aims at strengthening the much-needed secondary and tertiary
medical services in the northern governorates. This comes as part of Sharakat and PIF’s strategy to improve the quality
of local medical services in order to reduce medical referrals to Israeli and regional hospitals.

Ibtikar Fund

Ibtikar (Innovation, in Arabic) Fund is a disruptive fund that invests in innovative Palestinian companies at their earliest
stages. In partnership with select accelerators, it aims at turning initial creative and promising ideas into viable business-
es, and to scale them up to national, regional and even global levels.

The target size of Ibtikar fund is US$ 10M with a term of ten years during which it will target Palestinian IT start-ups with
investment periods lasting four years. Ibtikar has so far invested in 10 startups, and has already received commitments
for around 8 million USD from six limited partners, including Sharakat. .

Sharakat’s investment in Ibtikar aims at reaching the early stage IT start-ups that require substantial guidance and
coaching which the Ibtikar team is equipped to provide. Sharakat seeks to invest later on in successful start-ups during
their growth and post-growth stages.

Sharakat is planning to further expand its investment portfolio to target more unique and successful SMEs with growth
potential. Sharakat’s strategy is to enable Palestinian SMEs to improve their competitiveness in order to gain a wider
domestic market share and to access regional and international markets. In addition to the financial contribution,
Sharakat provides partners with technical support in strategic planning, financial management, marketing and good
corporate governance.

The agricultural sector will be one of the focus sectors for Sharakat in 2017 and beyond. Sharakat will invest in select
opportunities across the agricultural value chain. This ranges from research and development, agricultural inputs, water
supply, cultivation, logistics and marketing. Sharakat will seek to fill specific gaps within the agricultural value chain to
improve the quality and competitiveness of Palestinian agricultural products, and to break the grounds for reaching
regional and global markets. Area C, as well as the Aghwar region, will be especially targeted given its strategic signif-
icance and its competitive advantage in terms of climate and soil. Where possible, Sharakat will work closely with the
Palestinian agricultural cooperatives to complement their work and to assist them especially in marketing their products.

Mr. Nassim Nour
Sharakat Executive Director

Palestine Investment Fund
Annual Report 2016

3

50
* o0

3

50
000

3

50 50 50 0 00 0 50 50 50 50
* o 0 AR IS * 0 * o0 * o0 * o0 * o0 * o0 * 0 * 0

/51

.o
* o0

50
000

D000 * + Vo D000 + Vo D000 0 .. DOO00C0 OO0 0000000 .. .. .. .. .. .. .o 00 .. 00 DO 000000 D000 + Vo + Vo D000 00
@ G G G G GGG GGG EEEELELEELLEELLLLLLLLLIELEEELIELELEGOEGPDLGPELDEGPGPRGPCPGEGPRGPRCPTLPCPCOPCORCPCPCPCPECPCPCPCPCPGPCPCPGPCPCPCPGPRCPEGPRCPRGPGPCPCPGLEEGPELPGPLPEGPELPETGPGPGPTGPGPEGDLLPTGPGDRTGPTLPTOPPOP OO 0000000 0000000000000 000000000 00000 0 0060000060006 0060606006060 0002000000000 0000000000000000000000000000000000e0



Khazanah is PIF’s investment arm
in the global capital markets. Khaz-
anah’s main objective is to expand
PIF’s assets and to achieve annual
returns on investment that will be
utilized in executing other PIF pro-
jects and programs

Mr. Munir Nino

E— L] L . .
D—I I - : o Acting Executive Director, Khazanah for
H H HZH I H H " Investment  Portfolios

a PIF Company

Khazanah for Investment
Portfolios

Khazanah’s overall investments in

Khazanah serves as PIF’s investment arm in international and regional ol e

markets. Khazanah’s main objective is to expand the investments and ; 201 6
assets under its management over the medium and long-term. It also aims

at maximizing annual returns within its preapproved risk and liquidity limits, L. 1 )

in order to contribute positively to the overall returns of PIF. - - : -  § i

million USD 1 6.7

fixed income tools

2016 Highlights "y S - » 3]
In 2016, Khazanah has achieved a gross profit of 8.8 million USD, which resulted - /

in 8 million USD in net profits after deducting taxes. In addition, its invested
assets have grown by 6.7 million USD.

million USD 3.2

unlisted stocks

Khazanah has adopted and started implementing the International Financial
Reporting Standard (IFRS) 9 to report the financial position of the company for 2016.
The new standards present new requirements for classification, measurements,
depreciation and hedge accounting to guarantee transparency in evaluating the
financial position of the company’s investment portfolios.

million USD
million USD 63-5
listed stocks

million USD 48-7

in cash resulting from exiting
certain international investments
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Yabous

Yabous Company for
Tourism Investments

Yabous Company for Tourism Investments set new standards and raise

the bar in Palestine’s hospitality industry. Yabous is a wholly owned
subsidiary of PIF which houses PIF’s tourism assets and investment
portfolios. The company aims at creating synergies across its portfolio
through consolidating services, reducing costs, and centralizing the
information centers for its different properties. These efforts are to increase
the tourism turnout and improve the tourism revenue stream. By creating
cohesion between the hotels and developing partnerships and investments
with key players and services, Yabous aims to provide quality services to
tourists. In addition, Yabous will contribute to the revitalization and growth
of the hospitality industry by investing in strategic properties especially
in Jerusalem, focusing on quality of service, job creation and promoting
economic prosperity.

Yabous’s portfolio is comprised of PIF’s investments in the tourism and hospitality sectors in Palestine.
The portfolio includes multiple hotels and hospitality facilities all over the Palestinian governorates,
including in East Jerusalem providing the finest hospitality and touristic services.

The structure of the company has been developed to integrate marketing
and sales, operations, finance and cost control, property maintenance, and
procurement as a consolidated centralized hub. Making such a hub available will
decreases costs and turnover and increase occupancy in the different properties.

Investment
Yabous will forge strategic alliances with key stakeholders in the hospitality industry

to optimize the supply chain. It will also engage with academic institutions to promote
student apprenticeships that can benefit both students and industry operators and
developers.

The Grand Park Hotels Company Grand Park Hotels Ramallah and Bethlehem

Jacir Palace Hotel Bethlehem

Palestine Tourism Investment Company

Arab Hotels Company Mdvenpick Hotel Ramallah

.

The Convention Palace Company The Convention Palace Bethlehem

Golden Gate Company A 5 Star Hotel Project Jerusalem

Grand Bazar Company Bazar Old City of Jerusalem

Al Mashtal Company Al Mashtal Hotel Gaza
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/ Mdévenpick Hotel Ramallah

The Mdvenpick Hotel Ramallah is one of the largest
investments in the Palestinian hospitality sector. With
a capacity of 171 rooms, the hotel is classified as a
5star, and is currently operated by the world famous
Mdvenpick Hotel and Resorts. In 2016, PIF increased
its share in the owning company, Arab Hotels
Company (AHC), to approximately 54%, to contribute
and revitalize the hospitality and tourism sector, as
part of Yabous’ strategy.

| Grand Park Hotels

The first Palestinian hotel chain operating in Ramallah
and Bethlehem, Grand Park Hotels are the preferred
hotels for many individuals, organizations, and
businesses alike. The Ramallah Grand Park Hotel has
83 rooms, which was renovated in 2012 and the first
Palestinian hotel awarded a 5-star classification. The
hotel is completely owned (99.7%) by Yabous.

The Grand Park Bethlehem Hotel opened in 2013. It
is considered one of the newest hotels in Bethlehem,
and has 111 rooms. It is also one of the closest hotels
to the Nativity Church. Yabous, through the Grand
Park Ramallah, owns around 40% of the Grand Park
Bethlehem, while local investors own the remaining
shares.

/ Jacir Palace Hotel — Bethlehem

The historical palace once was owned by a Palestinian
family that has been converted into a 5-star hotel
with 250 rooms and a Presidential Suite, in the holy
city of Bethlehem. Due to its location, the hotel
has witnessed many unsettling political incidents.
Yet, the partners continued to support, and are still
committed, to supporting this historical site. Yabous
owns 28.21% of the shares of the Palestine Tourism
Investment Company (PTIC), which owns the Jacir
Palace Hotel.

| Al Mashtal Hotel - Gaza City

A 5-star hotel lays on the sandy beaches of Gaza City
and has 250 rooms. Al Mashtal Hotel is an attraction
for local and international clients in the heart of Gaza
City. PIF owns 10% in this investment, which is
owned by PADICO Tourism Company, the owner and
operator of the Hotel.

/ The Convention Palace - Bethlehem

The Bethlehem Convention Palace was built over an
area of 22,000 square meters of land adjacent to the
ancient Solomon Pools in Bethlehem. It is considered
one of the most outstanding modern landmarks in
Palestine, equipped with most advanced technologies,
making it a perfect platform for political, commercial,
and cultural events.

The premises include a modern designed amphitheater,
equipped with top-notch sound and light equipment to
host almost 1,500 people.

PIF and CCC have committed to support this
investment since its establishment, despite the current
unstable political situation. The Convention Palace is
operated by skilled and professional team.
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Palestine For De\;elopment

PIF Social Investment Subsidiary

PIF Social Investment
Subsidiary

Palestine for Development Foundation (PsDF) was established by PIF to act
as its Social Investment arm in the field of Corporate Social Responsibility
(CSR) and community development. The Foundation implements community
investments through the financial resources of PIF, in addition to leveraging the
goodwill and interest of other equally minded organizations.

PsDF’s vision focuses on empowering entrepreneurship and innovation in the

Palestinian society. Through enhancing the role of SMEs and self-employment
as good sources of providing job opportunities and sources for having a more
economic stable life.

PsDF currently runs an integrated program of social responsibility and
developmental initiatives, along with all other social responsibility programs that
were implemented by PIF in the past. This includes the economic empowerment
program for Palestinian refugees in Lebanon, the Jerusalem Grant Facility and
“Ibda’ Program for youth empowerment in Palestine.

1

/

/ “IBDA” Program

The Economic Empowerment
Program for Palestinian Refugees
in Lebanon

/ Jerusalem Grant Facility

/

!

Corporate Social Responsibility

Palestine Investment Fund
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| “IBDA” Program

Launched early 2016, “IBDA” in partnership with the Ministry of Education and Higher Education, along with a group
of local and international organizations. It aims at working with youth at technical colleges and universities to empower
them, build their capacity and open new horizons for them. Moreover, it promotes self — employment as a career option
for youth, in addition to building the needed skill-set for starting and operating a successful enterprise.

IBDA aims at encouraging youth and empowering them to engage with the labor market through knowledge, training
and practical experience to prepare them to manage income-generating projects. In addition, the program offers youth
the opportunity to receive training and interact with specialists and experts who are willing to help them develop their
entrepreneurial ideas and translate them into realities. Finally, the program also helps the beneficiaries and directs them
to companies and institutions that would be willing to help them finance their independent projects.

/ The Economic Empowerment Program for Palestinian Refugees in
Lebanon

The Economic Empowerment Program for Palestinian refugees in Lebanon was launched in 2012 and offers loans for
implementing small and micro start-ups. It targets Palestinian refugees in Lebanon to help them improve their living
standards and sustain their income and provide new job opportunities. Initially, the program was launched with a start-
ing capital of 1 million USD provided directly by PIF, then other partners like the Arab Fund for Economic and Social
Development and Silatech Organization came onboard, bringing the total financing available to 2.3 million USD in the
form of a revolving loan.

The program addresses youth, through building their capacities and developing their skills in the first stages of their
professional lives. It hopes to nourish their entrepreneurial spirit, and provide them with the basis for professional inde-
pendence.

The program addresses all Palestinian refugee camps and communities in Lebanon. It offers small low interest loans
(500 — 5000 USD). Those loans promote setting up new income generating project or developing and expanding ex-
isting ones. By 2016, around 2,200 projects were financed, with a total value of 3.8 million USD. The total number of
program beneficiaries is estimated to be around 12,000 individuals. In addition, during 2016, new agreements with
small and micro lending agencies in Lebanon were signed that will provide an additional 1 million USD as low interest
loans for Palestinian refugee youth. Of course, this is to be added to the revolving capital that the program keeps on
lending to its target groups.

| Jerusalem Grant Facility

Through PsDF and with funding from the European Union (EU), PIF launched the Jerusalem Grant Facility in the begin-
ning of 2014 to support Jerusalem-based SMEs. This program targets SMEs in Jerusalem that are mainly working in
several economic sectors such as tourism, industry, trade, IT and tourist transportation. The Jerusalem Grant Facility
provides funding in the form of grants to enterprises that demonstrate their ability to utilize the grant. The funding allows
them to implement an expansion plan and develop their work to achieve sustainable growth and attract more investors.
Since the launch of the program and up until the end of 2016, 70 applications have been reviewed, 21 of which have
been granted, with a total envelope of 1.7 million euro, creating more than 100 new jobs. It is also worth mentioning that
due to the participatory nature of the grant, the beneficiaries have invested at amounts at least equal to the amounts
that they were granted. This means that at least 3.4 million euro were injected into Jerusalem’s economy over the past
two years.

[ Corporate Social Responsibility

PsDF has continued its social role in supporting social, cultural and economic initiatives through its corporate social
responsibility fund which benefits local NGOs and community-based organizations. Throughout 2016, the foundation
has supported 57 non-profit organizations and projects in the fields of education, economic development, culture,
women empowerment, entrepreneurship and other sectors in both the West Bank and the Gaza Strip.

Vision and Future Projects

PsDF will maintain the same approach that it has utilized since its inception. In addition to “the Economic Empowerment
Program for Palestinian Refugees in Lebanon,” PsDF is planning to launch a second phase of the “Jerusalem Grant
Facility.” The new phase will improve its financing portfolio, targets more vulnerable social groups such as youth and
women, and seek new partners.

Based on an agreement between PIF and the Arab Fund for Economic and Social Development, PsDF will take over the
management of the youth lending program “IBDA.” The program training, capacity building and financing components
will continue to be administered by PIF.

The program will be implemented on two tracks:

Track one: The program will offer operational loans with competitive terms. This will facilitate the setup of new youth
owned projects and create self-employment through new projects, and new job opportunities through expanding ex-
isting projects. The program was launched with the key support and funding provided by the Arab Fund for Economic
and Social Development in the amount of 30 million USD. This comes as a complementary program of the Arab Fund’s
important role, in cooperation with PIF, in supporting multiple developmental initiatives in Palestine.

Track two: The program will offer training programs to empower youth and open new horizons for them, in partnership
with the ILO and the Palestinian Ministry of Education and Higher Education. The foundation will provide training op-
portunities for around 200 teachers and instructors in Technical and Vocational Education institutions. In addition, the
program will also target 5000 TVET students through its “Know About Business” program. In addition, 18 trainers got
a training of trainers (ToT) on “Generate Your Business Idea” and “Start Your Business” programs. 500 entrepreneurs
who aspire to start their own projects will be trained in the program.

S

The Palestine for Development Foundation manages a compre-
hensive social responsibility and development initiatives program,
financed by PIF. In addition, the foundation utilizes funding from
other donor agencies. PSDF focuses on fostering entrepreneurship
and innovation in the Palestinian society, and empowering SMEs
and self-employment

Mr. Jamal Haddad
General Manager, Palestine for Development Foundation

Palestine Investment Fund
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INDEPENDENT AUDITOR'S REPORT
To the Shareholders of Palesineg Investmant Fund Company P.L.C

Opinkon

We have sudiied the consolldated hinanclal stalements of Paiesting Investment Fund
Company P.L.C (PIF), which comprise the consolidaled statement of Tinancial position as at
December 31, 2016, and the consolidated income statement, consobidabed statement of
comprehensive mcome, consolldaled slalement of changes in equily ang consolidatied
statement of cash flows tor the year Inen ended, and notes 1o the consolidated financial
stabernents, including & stwnmary ol significant accounting palicles

I aur opinion, the accompanyang consalloated linancial statements prezant falcy, in all
material respects, the consolidated Ninancial positich of PIF as ar Decembar 31, 2016, and
its consotidated linancial performance and ts consalidated cash llows lor the year then
pnded In accordance with International Financial Reparting Standards (IFRS),

Basis for Opinion

We conducted our awdit in acoordance with International Standards-on Auditing d5A), Our
responsitilities under those standards are turther described in the Auditor's Responsibilities
for the Audit of the Consolidated Financial Slatements section ol our report. We are
indapendent af PIF in accordance with the lernational Etnics- Standards Board for
Accountants’ Code of Ethics for Professional Accountants (ESEA Code), and we have
luffilied our other ethical responsitilities in accordance with the IESBA Code. We belieyve [hat
the audit evidence we have obtained 1s sufficlent and appropriate Lo provide a basis for our
i,

Other information included in PIF's 2016 Annual Report

Qb per inlormation conaists of The mformallon included in PIFs 200 6 Anmual Report other
than the financizl statements and our aedibar’s report thereon. Management 15 resoonsible
for the ather inlarmation, PIF's 2016 Annual Repart o expectad ta be made available to us
after the date of this auditar’s report.

Our opinlen on the financial statements does not cover the other infarmation and we will
ol express any form of assurance conclusion thereon,

In cornechion with ouraudit of The consolidated financial atatements, our responsibility s
to read the other information igentilied above when it becomes available and, indoing 50,
consider whather the ather information is materially Inconsistent with the consobidated
higncial statemenis aor our knowledge oblaimed |n the awdil or otlerwise appears o be
raterially misstated.

Responsibilities of Management and Board of Directors for the Financlal Statements
Management 15 respansible Tor the preparation and fair presentation of the consolidatec
financial statements in accordance with IFRSs, and for suchinterna! control 35 management
determines s pecessary to enabile the preparation of consolidated financial statements that
arg freg from materigl mizsiatemeni, whether due to fraud or error.

in preparing the conrsolidated financial statements. management 5 fesponsibie for
assessing PiFTs abllity to continue as 2 going concern, disclosing, 25 applicable. matters
Felaied. 1o, going concerm and using. the going concern Basis of accounting uniess
mansgement sither. infends to liguidate PIF or [0 Cease operations, of has no reafistic
alternative bl to do so.

The Board of Directors & responsible for aversesing PIF's lingncial reporiing process.
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Auditar's Responsibilities for the Audit of the Financial Statements

Curobjoctives are fo obtaln reasonable assurance about whether the conselidatea financial
statements as / whole are frea from material misstatemanl, whethor due o fraudd or grear,
and to dssue an audifor’s report that includes cur opinion. Reasonable assurance is a high
lzvel of assurance, bul is nol & guarantes that an audil conduected in accordance with ISA
will afways detect-a material misstatemant when it exists. Misstatements can arlss lrom
fraud o error and are considered material i, individually or in the aggregate, {hey could
ressonably be edpected to Influence the economic dacicions of uters taken on the batis of
those consolidated financial statements.

Az part of an audit in accordance with 154, we exercise professicnat Judgment and maintain
pmrzssmnat scepticism [hroughout the audit, We also:
Idanbify and assess the risks of matenal misstatement: af the consaldated linandcial
atatements, whelher due to Iraud or error, design and perform audit procedures
responsive to those risks, and obtain audil evidence that is sutficient and-appropriate
to provide a basis for our opinlon, The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fradd may involve
coliusion, forgery, intentlonal omissions, misrépresentations, or the override of
inbernal controd,
(ttain an understanding of internal control reievant 1o the audit norder to design audit
procedures that are. appropriate in the circumstances, but nol for the purpose of
wapressing an ppinkon on the effectiveness of the PIF'S internal control.

- Evaludle the appropriateness of accounting poficies Gsed and (he reasonablensss of
accounting estimates and related disclosures made by managemeanl.
Conchutte an the sppropristensss of managemant's use of the going concern basis of
accounting and, based on the audit evidence obiained, whether a material uncertainty
exists related lo events or conditions that may cast significant doutt on PiF's ability ta
cantinue 3s 3 going concen. I we conclude that & material uncertainly exists;, we are
reguired to draw attention in-our auditor's report to-the related disciosures IR the
consolidated linancial statements or, If such disclosubes are inadeguate, te modily cur
opinion Dur concluslons are based on the Audit evidenos ohtained up to the dale of our
awditor's report. However, fulure evepls of conditions may Cause PIF o cease to
continue as a golng concern.

= Evalpate the overall presendation. structure and conten! of the consolidated financial
statements, ncluding the disclosures, and whelher 1he consolidated Tinanclal
siatements reprasent the underlying trafsactions and aventsina mannear thal achioves
fair preseniation.

+  Obtain sufficient appropeiate audit evidence regarding the financial information of the
entities of business activitizs within PIF e express an opinion on the conselidated
finarcial statements. We are responsibie for the direction, supervision and
perfarmance of FIF audit. We remain soldely responsitle for aur audit apinion,

We communicate with the Board af Directors regarding, among ather matiers, The planned
scope and timing of the audit and significant audit lindings. Including any significant
daflciencles in Internadl contral Thal we identily during our audit..

Ernst & Young = Middle East
Licerse # 2062012

vt + fung

Famallaf - Palestine
April 30, 2017
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FINANCIAL STATEMENTS \ cONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at December 31, 2016

Assels

Man-current assels

Property, plant and ogquipmsen
Crostudwatll

Investment properiies
Projects in progress
Imwestments in associates
Invesiments in poanl veniures
Iavestments in secunies
Other financial assets

Current assets

Properties ready for sale
Accoumis recervable
Invesiments in securiiics
Other curment asscts

Cash and deposits at banks

Toral asscis

Equi 1 Nabiliti

Edqquity

Paid-in share capital

Shargholder’s current account
Stalubory reserve

Volumary reserve

Foreign cumensy translation reserve
Fair villue reserve

Retaimed camings

Total equity sttributable to shareholder
Mon-cormolling inleress

Total equity

Mon-current linbilities

Long-term loans

Defemed tax lishilities

Current labilitics

Credat facilities and current pomtion of long-term laans
Accounts payable

Provisions amd odher curment liabilities

Taotal linlilities
Total equity and liabilitics

The attached notes 1 to &0 farm part of these consolidated financlal statements.
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CONSOLIDATED INCOME STATEMENT
For the Year Ended December 31, 2016

Chperating revenLscs
Cost of snbes
Cperaling expenses

Crain from investment im financial assets
Gain from sale and acquisition of assocmles
Imerest meome

Change in fair valwe of invesimwent propenics
Share of associafes” results of operatsons
Share of joint ventune s results of operations
Investmenl expenses

General and sdmimistrative expenses

Fmance cosls

Momations

Drepreciateon of propenty. plamt and gquipement
Currency exchange loss

Onber (Expenses) revenuses, mel

Frofit helfere income fax

Iic0aibe 1a% expefise

Frofit for the year

Auarribuiable o
The sharcholder
Hnnq,:l,'.nln,:-l]int:: nierests

LS. 5% D0d's
Mobes e [ His
tesiated (Mole
N || B
Ff 2081 231,507
27 (181.752) {176,124
X (X2 056) {19.474)
25273 3,239
28 29.9]2 15,565
g 1,43 N
Hp 1,250 ol
7 TEIP 1.504
9 7.50] 4 250
1] {331) (530)
3 {2 530 (2000
70771 57,54
3l (15.582) {16,683)
{2971 RN
{2.835) (2484)
5 (3285 (2,173
{4551 {S0T)
i2 {223) 1,549
41,337 6 2T
1Y {4,000 i1,615)
37,337 34,635
37,301 34015
e 620
37317 34,635

The attached notes 1 1o 40 form part of these corsolidsted financial Matements.

o

* * * * * *
.. .o .. * e * e * e
000 00 000 000 000 000

*
* e
000

3%

*
.o
000

Palestine Investment Fund
Annual Report 2016

* *
* e * e
00 00C0 000
O0C

/67

*
.o
00

*
..
000

*
*



FINANCIAL STATEMENTS \ cONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME = 5' g ¥ B f = E = e F . E = 5 o = aQ
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The attached notes 1 to & form part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the Year Ended December 31, 2016 December 31,2016
1. Corporate information

LIS, 5 (MK The Palestine Investment Fund (PIF), a Public Shareholding Company, was incorporated in Gaza under registration number 562600718 on
Crperatimg sotivitics Mates p 1] [ 20 5 March 17, 2003.
Restansd The shareholder of PIF is the Palestinian people represented by a General Assembly that is composed of thirty members from the Palestinian
ANote 41 public.
PIF aims to engage in various types of investments that promote economic growth and infrastructure development in Palestine. PIF seeks to
Prodin before mx 4] 557 £ o] . . . . . o . . L.
achieve sustainable long-term economic prosperity for Palestine through domestic private sector investments as well as attracting foreign-investments.
'ﬂ:d-l'“m'"": PIF’s consolidated financial statements as at December 31, 2016 were authorized for issuance by the Board of Directors on April 30, 2017.
Mist inberesd 1.715 {ES1)
Share of associstes’ resalis of opemitices (7.890) {4,250 2. Consolidated financial statements
Shars of Joint vamune 'L febalt of opeTmions - 4143 aM The consolidated financial statements are composed of the financial statements of PIF and its subsidiaries as at December 31, 2016. PIF’s
“"I'"‘F " '..I" vikst |.l|_'1m-nl||rr|1| projperiies (7519 (1,854 ownership in its subsidiaries’ subscribed capital was as follows:
CGain froen investment in financial asseis L e (15 565y
Cimin From sale and scquisition of sociaes {1481 .
Ciain from sale of investmsent proparties (5T} {T2)
Provision {recovery ) of doubafisl receivables and advances 1,125 Iy
(Ciain b bors Frowm sale of propeny, plant and equspmen (17) 324
Depreciation of property, plant &0 equegrmced 7,086 6504 Cha st
Other mom-cath ilams HII_] ll.'l'g a
o S 4,603 18316 Nanue of busdness MG 015
Working capital agljusinacwis; . -
A gt revenahle (TA2L) {15 1%%) Sanad Conssnacnosd |ndusersss Tamede | [LLi]
Ohheer current assels I B35 [l q] Sanad Constnaciion Fesommes™ Trade ([i1] .
ey
.-".rv:m!m payable ) ':'MI :;1 Balk Express Compasy Transpormation 1] 0
Fravigiong safl ochec swmeas Kby 5,168 1 A6 Amasr Resl Enme Geoup Real esmie invesamesn 100 10
Income s paid (36300 5 2y . ) i o
Change in resaniceed cash a7 {1042y Khazanet Financial Investmenis Coampanmy Financial investmeni 100 L]
Mt casl Moows (wsed in) frem operating activitie 0404 [P ] Sharakai for Small and Med-suee investmants Financaal invesimend (1] [LLA]
Tawsling activiticy Aswaq Tor [snvestsnent Portfolios Compamy Financaal imvestment (1.1 [LLA]
Invesineent in socarities 18770 {30 8 Palesrssnams ¥ ahdii o0 | ounssn |Bvesienent™ T iy CRITEnl (1] -
Purchase of property, plamt and equipasent {6,000 ) (5.5 Arab Hotels Company ** Teamiem 5.7 -
Zale of property, plant and equipment | 111 Massder log denelopang natunl pesources and
InvesImeenl propertes [4.0%0) 1497 mnrastneciury ™ Esserpy [snogsisngng | -
Jean) vemture {50y [LER ] Inwestment in neal estate
Purchase of inyesimsent e associales {31 477 [N ] Cithers and secuiies {1 i
Acquisition of a subsidiary 16,720 ) .
Cashy from sequisiios of 5 subsidsary 112 N
: i ¢ X6 I604 . S . . S
E‘m lr::;:wn:- aned properiics ready for sale : ﬁzﬁ‘-: e The financial year for the subsidiaries is the same as for PIF. When necessary, PIF makes the changes in order to adjust the subsidiaries’
Drvidenads and inderes received i 5.345 18 E3% accounting policies and bring them in line with PIF’s. Most of PIF’s subsidiaries operate in Palestine.
Chamge im teren deperils snansieg afier thaoe momhs TR ES] 18,570
Ml cash Meows Tron (wsed im) invesling activitics (EA0h) 1,293

* During the year, PIF established several subsidiaries in order to restructure its investment portfolios.

Ll sk : i :

Cash dividends pasd 21,000 % 000 During the year, a subsidiary of PIF acquired the Arab Hotels Company (Note 4).
Shareholder’s carrem acooumi (8, 30y 9. T05)

Proceeds from term loams 57,48 el

Settlement aof erm loans (14, 3485) {9,709

Finance costs paid {2471 ) [L A0

Mt ensh Mhws used Im nascing activities {90 {15 554)

Dpewiai im caihi amd cash eqmivalents {11150 (TS0}

Forengn curmency transkaons diflferences 59 i

Cash and cash equivalents, beginning of the year 54 468 ElL61E

Cash and cash equivalents, end of the year 14 &3 376 Sl B0E

Thee attached motes 1 1o 40 farm part of these consolidated fMinamncial atements.
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3. Accounting policies

Basis of preparation

The consolidated financial statements of PIF have been prepared in accordance with International Financial Reporting Standards (IFRS) as
issued by the International Accounting Standards Board (IASB).

The consolidated financial statements have been prepared under the historical cost basis, except for financial assets at fair value through profit
or loss and other comprehensive income and investment properties that are measured at fair value as of the financial statements date. The con-
solidated financial statements have been presented in U.S Dollars which is the functional currency of PIF. All values except when otherwise
indicated, are rounded to the nearest thousand dollars (U.S. $ 000’s).

Basis of consolidation

The consolidated financial statements comprise the financial statements of PIF and its subsidiaries as at December 31, 2016. Control is achieved
when PIF is exposed, or has rights, to variable returns from its involvement with the investee and has the ability to affect those returns through
its power over the investee.

Specifically, PIF controls an investee if, and only if, PIF has:

- Power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities of the investee)
- Exposure, or rights, to variable returns from its involvement with the investee, and

- The ability to use its power over the investee to affect its returns

When PIF has less than a majority of the voting or similar rights of an investee, PIF considers all relevant facts and circumstances in assessing
whether it has power over an investee, including:

- The contractual arrangement with the other vote holders of the investee

- Rights arising from other contractual arrangements

- PIF’s voting rights and potential voting rights

PIF re-assesses whether or not it controls an investee if facts and circumstances indicate that there are changes to one or more of the three
elements of control. Consolidation of a subsidiary begins when PIF obtains control over the subsidiary and ceases when PIF loses control of
the subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or disposed of during the year are included in the consolidated
financial statements from the date PIF gains control until the date PIF ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity holders of the parent of PIF and to the
non-controlling interests, even if this results in the non-controlling interests having a deficit balance.

All intra-group balances, unrealized profits or losses and cash dividends relating to transactions between subsidiaries are eliminated in full.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.

If PIF loses control over a subsidiary, it derecognises the related assets (including goodwill), liabilities, non-controlling interest and other com-
ponents of equity while any resultant gain or loss is recognised in profit or loss. Any investment retained is recognised at fair value.

Changes in accounting policies

The accounting policies adopted in the preparation of the consolidated financial statements are consistent with those of the previous year,
except that PIF has early adopted IFRS (9) “Financial Instruments” and the following amended standards as of January 1, 2016. Except for the
effect of the early adoption of IFRS (9), the adoption of other amendments did not have an effect on the financial position or performance or
disclosures of PIF:

IFRS 9 — Financial Instruments

PIF early adopted IFRS (9) with the date of initial application being January 1, 2016. This standard has been applied retrospectively for finan-
cial assets held at January 1, 2016. PIF elected not to restate prior periods in accordance with IFRS (9) provisions.

The effect of the early adoption of IFRS (9) on prior periods was adjusted to the equity accounts as at January 1, 2016 as shown in note (40).

IFRS 11 (Amendments) — Joint arrangements: Accounting for acquisition of interest

The amendments to IFRS 11 require that a joint operator accounting for the acquisition of an interest in a joint operation, in which the activity
of the joint operation constitutes a business, must apply the relevant IFRS 3 principles for business combinations accounting. The amendments
also clarify that a previously held interest in a joint operation is not re-measured on the acquisition of an additional interest in the same joint
operation while joint control is retained. In addition, a scope exclusion has been added to IFRS 11 to specify that the amendments do not apply
when the parties sharing joint control, including the reporting entity, are under common control of the same ultimate controlling party.

The amendments apply to both the acquisition of the initial interest in a joint operation and the acquisition of any additional interests in the
same joint operation.
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IAS 16 and IAS 38 (Amendments) — Clarifications of acceptable methods of depreciation and amortization

Amendments clarify the principle in IAS 16 and IAS 38 that revenue reflects a pattern of economic benefits that are generated from operating a
business (of which the asset is part) rather than the economic benefits that are consumed through use of the asset. As a result, a revenue-based
method cannot be used to depreciate property, plant and equipment and may only be used in very limited circumstances to amortize intangible
assets.

IAS 27 and IFRS 1 (Amendments) - Equity Method in Separate Financial Statements

The amendments allow entities to use the equity method to account for investments in subsidiaries, joint ventures and associates in their sepa-
rate financial statements. Entities already applying IFRS and electing to change to the equity method in their separate financial statements have
to apply that change retrospectively.

IAS 1 (Amendments) — Disclosure initiatives

The amendments to IAS 1 Presentation of Financial Statements clarify, rather than significantly change, existing IAS 1 requirements. The
amendments clarify:

- The materiality requirements in IAS 1

- That specific line items in the statement(s) of profit or loss and OCI and the statement of financial position may be disaggregated

- That entities have flexibility as to the order in which they present the notes to financial statements

- That the share of OCI of associates and joint ventures accounted for using the equity method must be presented in aggregate as a single line
item, and classified between those items that will or will not be subsequently reclassified to profit or loss.

IFRS 10 and IAS 28 (Amendments) — Sale or Contribution of Assets between an Investor and its Associate or Joint

Venture

Amendments address the conflict between IFRS 10 and IAS 28 in dealing with the loss of control of a subsidiary that is sold or contributed to
an associate or joint venture. Amendments clarify that the gain or loss resulting from the sale or contribution of assets that constitute a business,
as defined in IFRS 3, between an investor and its associate or joint venture, is recognized in full. Any gain or loss resulting from the sale or
contribution of assets that do not constitute a business, however, is recognized only to the extent of unrelated investors’ interests in the associate
or joint venture.

Standards issued and not yet effective

The following standards and amendments have been issued but are not yet mandatory, and have not been adopted by PIF. These standards and
amendments are those that PIF reasonably expects to have an impact on disclosures, financial position or performance when applied at a future
date. PIF intends to adopt these standards when they become effective.

IFRS 15 Revenue from Contracts with Customers

Under IFRS 15 revenue is recognized at an amount that reflects the consideration to which an entity expects to be entitled in exchange for trans-
ferring goods or services to a customer. The principles in IFRS 15 provide a more structured approach to measuring and recognizing revenue.
The new revenue standard is applicable to all entities and will supersede all current revenue recognition requirements under IFRS except for
contracts that are entitled to other standards such as ISA (17) “Leases”.

Palestine Investment Fund
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The new revenue standard will supersede the following standards and amendments:

TAS (11) — Construction contracts

IAS (18) — Revenue

IFRIC (13) — Customer loyalty program

IFRIC (15) — Agreements for the construction of real estate

IFRIC (18) — Transfer of assets from customers

SIC (31) — Revenue — Barter transactions involving advertising services

Application is required for annual periods beginning on or after 1 January 2018 with early adoption permitted.

IFRS 16 — Leases

During January 2016, the IASB issued IFRS 16 “Leases” which sets out the principles for the recognition, measurement, presentation and
disclosure of leases.

IFRS 16 substantially carries forward the lessor accounting requirements in IAS 17. Accordingly, a lessor continues to classify its leases as
operating leases or finance leases, and to account for those two types of leases differently.

IFRS 16 introduced a single lessee accounting model and requires a lessee to recognize assets and liabilities for all leases with a term of more
than 12 months, unless the underlying asset is of low value. A lessee is required to recognize a right-of-use asset representing its right to use
the underlying leased asset and a lease liability representing its obligation to make lease payments.

The new standard will be effective for annual periods beginning on or after 1 January 2019. Early adoption is permitted.

Significant accounting judgments, estimates and assumptions

The preparation of PIF’s consolidated financial statements requires management to make judgments, estimates and assumptions that affect
the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the reporting date. However,
uncertainty about these assumptions and estimates could result in outcomes that could require a material adjustment to the carrying amount of
the asset or liability affected in the future.

The below disclosures clarify PIF risk exposures:

- Financial risk management (Note 35)

- Capital management (Note 36)

The key areas involving a higher degree of judgment or complexity are described below:

Impairment of non-financial assets
Impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable amount, which is the higher of its fair
value less costs to sell and its value in use.

Provision for doubtful debts receivables

PIF’s subsidiaries provide services to a broad base of clients, using certain credit terms. Where PIF and its subsidiaries have objective evidence
that they will not be able to collect certain debts, an estimate of the provision is made based on PIF and subsidiaries’ historical experience, to
determine the level of debts that will not be collected.

Provisions for impairment of granted loans and financial assets at amortized cost

Financial assets are evaluated for impairment on the basis set out in “Impairment of financial assets” paragraph.

In determining impairment of financial assets, PIF and its subsidiaries uses judgement to estimate the amount and timing of future cash flows
as well as an assessment of whether the credit risk on the financial asset has increased significantly since initial recognition and incorporation
of forward-looking information in the measurement of expected credit losses.

Useful lives of tangible and intangible assets
PIF’s management reassesses the useful lives of tangible and intangible assets, and adjusts it, if applicable, at each financial year end.

Provision for income tax
PIF and its subsidiaries use certain estimates in determining the provision for income tax. PIF’s management believes that the estimates and
assumptions used are reasonable.

Fair value of financial instruments

Where the fair value of financial assets and financial liabilities recorded in the consolidated statement of financial position cannot be derived
from active markets, they are determined using appropriate valuation techniques including the discounted cash flows model. The inputs to these
models are taken from observable markets where possible, but where this is not feasible, a degree of judgment is required in establishing fair
values. Judgments include considerations of inputs such as liquidity risk, credit risk and volatility. Changes in assumptions about these factors
could affect the reported fair value of financial instruments.

Impairment of goodwill

The determination whether goodwill is impaired requires an estimation of the ‘value in use’ of the cash-generating units to which the goodwill
is allocated. Such estimation requires management to make an estimate of the expected future cash flows from the cash-generating unit and also
to choose a suitable discount rate in order to calculate the present value of those cash flows.

Provision for litigation

3% 3%
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PIF’s management provides, based on its legal consultants opinions, provisions against any litigations.

Investment properties
The management relies on certified appraisers to determine the fair value of the investment properties.

Classification of financial assets
PIF’s management uses certain estimates to determine the business model for PIF in order to classify debt instruments and to determine the
instrument contractual cash flows, which represents solely payment of principal and interest on the principle amount outstanding.

Summary of significant accounting policies

Revenue recognition

Revenues are recognised to the extent that it is probable that the economic benefits will flow to PIF and its subsidiaries and the revenue can
be reliably measured. Revenue is measured at the fair value of the consideration received, excluding discounts, rebates, and sales taxes. The
following specific recognition criteria must also be met before revenue is recognised:

Real estate sale revenue
Real estate sale revenue is recognised when the major risks and the real estate ownership are transferred to the buyer, which is usually when the
real estate is delivered. Interest income on properties instalments are recognised in the period in which it occurs for all the instalment period.

Leases and rendering of service revenue

Operating lease contracts are those that retain all the significant risks and benefits of ownership to the lessor. All costs and expenses paid are
added to the leased assets book value and are recognised as rent revenue during the leasing period.

Operating lease payments are recognized as revenue in the income statement on a straight line basis over the lease term. All leases payments
and other services paid by lessee related to the period after the date of the consolidated financial statements are recognised as unearned revenue.
While unpaid leases as of the consolidated financial statement date are recognised as accrued revenues.

Sale of goods
Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the goods have passed to the buyer.

Hotel services revenue
Revenues from rooms’ services and other facilities’ services are recognized when the outcome of the transaction can be estimated reliably, by
referring to the percentage of completion of the transaction at the financial statements date.

Palestine Investment Fund
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Interest income
Revenue is recognised as interest accrues using the effective interest method, under which the rate used exactly discounts estimated future cash
receipts through the expected life of the financial asset to the net carrying amount of the financial asset.

Investment income
Gains or losses on sale of investments in securities are recognised at the date of sale. Dividend revenue is recognised when the right to receive
the dividend is established.

Expenses recognition
Expenses are recognised based on the accrual basis of accounting.

Finance costs

Finance costs directly attributable to the acquisition, construction or production of an asset that necessarily takes a substantial period of time
to get ready for its intended use or sale are capitalised as part of the cost of the respective assets. All other finance costs are charged to the
consolidated income statement in the period they occur. Finance costs consist of interest and other costs that an entity incurs in connection with
the borrowing of funds.

Income tax

PIF provides for income tax in accordance with the Palestinian Income Tax Law (or in accordance with the applicable tax regulations where
the entity operates and generates taxable income) and IAS 12, which requires recognising the temporarily differences at the reporting date as
deferred taxes.

Deferred tax is provided on temporary differences at the consolidated statement of financial position between the tax bases of assets and the
liabilities and their carrying amounts for financial reporting purposes. Deferred income tax assets and liabilities are measured at the tax rates
that are expected to apply in the year when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted
or substantively enacted at the statement of financial position date.

Income tax expense represents the accrued income tax which is calculated based on PIF’s subsidiaries taxable income. Taxable income may
differ from accounting income as the later includes non taxable income or non deductible expenses. Such income/expenses may be taxable/
deductible in the following years.

Current versus non-current classification

PIF presents assets and liabilities in statement of financial position based on current/non-current classification. An asset is current when it is:

- Expected to be realised or intended to sold or consumed in normal operating cycles

- Held primarily for the purpose of trading

- Expected to be realised within twelve months after the reporting period

Or

- Cash or cash equivalents unless restricted from being exchanged or used to settle a liability for at least twelve months after the reporting period

All other assets are classified as non-current.

A liability is current when:

- It is expected to be settled in normal operating cycles

- It is held primarily for the purpose of trading

- It is due to be settled within twelve months after the reporting period

Or

- There is no unconditional right to defer the settlement of the liability for at least twelve months after the reporting period

PIF classifies all other liabilities as non-current. Deferred tax assets and liabilities are classified as non-current assets and liabilities.

Fair value measurement

PIF measures financial instruments and non-financial assets, such as investments properties, at fair value at each reporting date. PIF also dis-
closes the fair value of the held to maturity financial assets in the notes to the consolidated financial statements which include:

- Disclosures for valuation methods, significant estimates and assumptions (Note 3 and 6)

- Quantitative disclosures of fair value measurement hierarchy (Note 33)

- Investment properties (Note 7)

- Financial assets (Note 11)

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants
at the measurement date. The fair value measurement is based on the presumption that the transaction to sell the asset or transfer the liability
takes place either:

- In the principal market for the asset or liability, or

- In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible by PIF.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when pricing the asset or liability,
assuming that market participants act in their best economic interest.
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PIF uses valuation techniques that are appropriate in the circumstances and for which sufficient data is available to measure fair value, maxi-
mizing the use of relevant observable inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorized within the fair value hierarchy,
described as follows:

- Level | — Quoted (unadjusted) market prices in active markets

- Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is directly or indirectly
observable

- Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is unobservable

There have been no transfers among the levels mentioned above during 2016 and 2015.

External appraisers are involved for valuation of significant assets such as investment properties. PIF decides, after discussions with the exter-
nal appraisers, which valuation techniques and inputs to use for each case.

For the purpose of fair value disclosures, PIF has determined classes of assets and liabilities on the basis of the nature, characteristics and risks
of the asset or liability and the level of the fair value hierarchy as explained above.

Property, plant and equipment

Property, plant and equipment is stated at cost, net of accumulated depreciation and/or accumulated impairment losses, if any. Such cost
includes the cost of replacing part of the property, plant and equipment and borrowing costs for long-term construction projects if the recog-
nition criteria are met. All other repair and maintenance costs are recognized in the consolidated income statement as incurred. Land is not
depreciated.

Depreciation is calculated on a straight line basis over the estimated useful lives of the assets as follows:

Useful lives (years)
Buildings 33-50
Transportation means, equipment and spare parts 4-10
Computers and systems 3-5
Furniture and decoration 14-15

An item of property, plant and equipment and any significant part initially recognized is derecognized upon disposal or when no future econom-
ic benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the
net disposal proceeds and the carrying amount of the asset) is included in the consolidated income statement when the asset is derecognized.
The assets’ residual values, useful lives and methods of depreciation are reviewed at each financial year end and adjusted prospectively, if
appropriate.

Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the aggregate of the consider-
ation transferred, at acquisition date fair value and the amount of any non-controlling interest in the acquiree. For each business combination,
PIF measures the non-controlling interest in the acquiree at fair value. Acquisition costs incurred are expensed.

If the business combination is achieved in stages, any previously held equity interest is re-measured at its acquisition date fair value and any
resulting gain or loss is recognised in the consolidated income statement. It is then considered in the determination of goodwill.

Goodwill is initially measured at cost being the excess of the consideration transferred over PIF’s fair value of net identifiable assets acquired
and liabilities assumed. If this consideration is lower than the fair value of the net assets of the subsidiary acquired, the difference is recognised
in the consolidated income statement.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of impairment testing, goodwill
acquired in a business combination is, from the acquisition date, allocated to each of PIF’s cash generating units that are expected to benefit
from the combination, irrespective of whether other assets or liabilities of the acquiree are assigned to those units.

Where goodwill forms part of a cash-generating unit and part of the operation within that unit is disposed of, the goodwill associated with
the operation disposed of is included in the carrying amount of the operation when determining the gain or loss on disposal of the operation.
Goodwill disposed of in this circumstance is measured based on the relative values of the operation disposed of and the portion of the cash-gen-
erating unit retained.
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Investments in associates
PIF’s investment in its associates is accounted for using the equity method. An associate is an entity in which PIF has significant influence. Sig-
nificant influence is the power to participate in the financial and operating policy decisions of the investee, but is not control over those policies.

Under the equity method, the investment in the associates is carried in the consolidated statement of financial position at cost plus post ac-
quisition changes in PIF’s share of net assets of the associates. Goodwill relating to the associates is included in the carrying amount of the
investment and is neither amortised nor individually tested for impairment.

The consolidated income statement and the statement of comprehensive income reflect the share of the result of operations of the associates.
Profits and losses resulting from transactions between PIF and the associates are eliminated to the extent of the interest in the associates.
The financial statements of the associates are prepared for the same reporting period as the parent company. Where necessary, adjustments are
made to bring the accounting policies in line with those of PIF.

PIF determines at each reporting date whether there is any objective evidence that the investment in the associate is impaired. If this is the case
PIF calculates the amount of impairment as the difference between the recoverable amount of the associate and its carrying value and recog-
nises the amount in the consolidated income statement.

When step acquiring an associate, PIF’s share is measured at fair value as at the date of acquiring significant influence over the associate. Any
resulting differences are recognized in the consolidated income statement.

Investment in a Joint venture

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement have rights to the net assets of the
joint venture. Joint control is the contractually agreed sharing of control of an arrangement, which exists only when decisions about the relevant
activities require unanimous consent of the parties sharing control.

PIF has a joint control in joint ventures which constitute jointly controlled entities. Investment in joint ventures is accounted for using the equity
method of accounting. According to the equity method, investments in joint ventures appear in the consolidated statement of financial position
at cost plus the subsequent changes in PIF’s share in the joint ventures net assets. Goodwill resulting from the purchase of joint ventures is
recorded as part of the carrying value of the investment. Goodwill in this case is not amortized or tested for impairment separately.

PIF’s share in the operations of the joint ventures is recorded in the consolidated income statement. Unrealized gains and losses resulting from
transactions between PIF and the joint ventures are excluded to the extent of PIF’s share in the joint ventures.

The financial statements for the joint ventures are prepared for the same reporting year as PIF, using consistent accounting policies for trans-
actions of similar nature. At the date of the consolidated financial statements, PIF determines whether there is objective evidence indicating
impairment in the value of the joint ventures. If such evidence exists, PIF measures the impairment by deducting the fair value of the investment
from the expected recoverable amount; this impairment is recognised in the consolidated income statement.

Projects in progress

Projects in progress constitute the costs incurred on incomplete projects, which include all costs of design, construction, direct wages and por-
tion of the indirect costs and finance cost. Upon completion, all projects’ costs are capitalized and transferred to property, plant and equipment
or to properties ready for sale or investment properties based on management’s intentions.

The carrying values of projects in progress are reviewed for impairment when events or changes in circumstances indicate that the carrying
value may not be recoverable. If any indication exists, projects in progress value are written down to their recoverable amount.

Investment properties

Investment properties are measured initially at cost, including transaction costs. Subsequent to initial recognition, investment properties are
stated at fair value, which reflects market conditions at the reporting date. Gains or losses arising from changes in the fair values of investment
properties are included in the consolidated income statement in the period in which they arise, including the corresponding tax effect. Fair
values are determined based on an annual evaluation performed by an accredited external independent valuer.

Investment properties are derecognized when either they have been disposed of or when the investment property is permanently withdrawn
from use and no future economic benefit is expected from its disposal. The difference between the net disposal proceeds and the carrying
amount of the asset is recognized in the consolidated income statement in the period of derecognition.

Transfers are made to (or from) investment property only when there is a change in use. For a transfer from investment property to owner-oc-
cupied property, the deemed cost for subsequent accounting is the fair value at the date of change in use. If owner-occupied property becomes
an investment property, PIF accounts for such property in accordance with the policy stated under property, plant and equipment up to the date
of change in use.

Investments in financial assets

A- Initial recognition of financial assets:

Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or convention in the market
place (regular way trades) are recognised on the trade date, i.e. the date that PIF commits to purchase or sell the asset. All financial assets are
recognised initially at fair value plus transaction costs, except in the case of financial assets recorded at fair value through profit or loss.
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B- Classification of financial assets
After early adoption of IFRS (9) as at January 1,2016:

Financial assets at amortised cost

Debt instruments are measured at amortised cost if both of the following conditions are met:

- The asset is held within a business model whose objective is to hold assets in order to collect contractual cash flows; and

- The contractual terms of the instrument give rise on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding.

Debt instruments meeting these criteria are measured initially at fair value plus transaction costs (except if they are designated as at FVTPL—
see below). They are subsequently measured at amortised cost using the effective interest method less any impairment, with interest revenue
recognised on an effective yield basis.

Effective interest rate is the interest rate used to discount the future cash flows over the debt instrument life (or a shorter period in certain cases),
in order to match its carrying value at the date of initial recognition.

PIF may irrevocably elect at initial recognition to classify a debt instrument that meets the amortised cost criteria above as at FVTPL if that
designation eliminates or significantly reduces an accounting mismatch had the financial asset been measured at amortised cost.

Financial assets at FVTPL

Debt instrument financial assets that do not meet the amortised cost criteria or that meet the criteria but PIF has chosen to designate as at FVTPL
at initial recognition, are measured at FVTPL. PIF has not designated a debt instrument financial asset as at FEVTPL.

Investments in equity instruments are classified as at FVTPL, unless PIF designates an investment that is not held for trading as at fair value
through other comprehensive income (FVOCI) at initial recognition.

Financial assets at FVTPL are measured at fair value, with any gains or losses arising on remeasurement recognised in the consolidated income
statement.

Dividends income on investments in equity instruments at FVTPL is recognised in the consolidated income statement when PIF’s right to
receive the dividends is established.

Financial assets at FVOCI

At initial recognition, PIF makes an irrevocable election (on an instrument-by-instrument basis) to designate investments in equity instruments
as at FVOCI. Designation at FVOCI is not permitted if the equity investment is held for trading.

Equity instruments at FVOCI are initially measured at fair value plus transaction costs. Subsequently, they are measured at fair value with gains
and losses arising from changes in fair value recognised in other comprehensive income and accumulated in the fair value reserve. Where the
asset is disposed of, the cumulative gain or loss previously accumulated in the fair value reserve is not reclassified to the consolidated income
statement, but is reclassified to retained earnings.

Dividends on these investments in equity instruments are recognised in the consolidated income statement when PIF’s right to receive the
dividends is established, unless the dividends clearly represent a recovery of part of the cost of the investment.

PIF can classify debt instruments as financial assets at FVOCI if both of the following conditions are met:

- The asset is held within a business model whose objective achieved by both collecting contractual cash flows and selling of financial assets;
and

- The contractual terms of the instrument give rise on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding.

Before early adoption of IFRS (9) as at January 1, 2016

Financial assets at FVTPL

Financial assets classified as held for trading are included in this category. Financial assets are classified as held for trading if they are acquired
for the purpose of selling or repurchasing in the near term. Gains or losses, including changes in fair values, on investments held for trading are
recognized in the consolidated income statement.
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Available-for-sale investments

Available-for-sale investments include equity and debt securities. Equity investments classified as available-for-sale are those, which are not
designated at fair value through profit or loss. Debt securities in this category are those which are intended to be held for an indefinite period of
time and which may be sold in response to needs for liquidity or in response to changes in the market conditions.

After initial measurement, available-for-sale investments are subsequently measured at fair value with unrealized gains or losses recognized
as other comprehensive income in the available-for-sale reserve until the investment is derecognized, at which time the cumulative gain or
loss is recognized in the consolidated income statement, or determined to be impaired, at which time the cumulative loss is reclassified to the
consolidated income statement and removed from the available-for-sale reserve, which is in turn reduced by the amount of the impairment.
PIF evaluates whether the ability and intention to sell its available-for-sale financial assets in the near term is still appropriate. When, in rare
circumstances, PIF is unable to trade these financial assets due to inactive markets, PIF may elect to reclassify these financial assets into another
category depending on the nature of the financial asset.

Available-for-sale investments are stated at cost when their fair value cannot be reliably determined due to the unpredictable nature of future
cash flows.

Held-to-maturity financial assets

Held-to-maturity financial investments are non-derivative financial assets with fixed or determinable payments and fixed maturities, which PIF
has the intention and ability to hold-to-maturity. Held-to-maturity financial investments are initially recognized at fair value plus acquisition
costs. Subsequently, such investments are re-measured at amortized cost, less any impairment losses, using the effective interest rate method.
Amortized cost is calculated taking into account any discount or premium on acquisition. Amortization is recognized in the consolidated
income statement.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. After
initial measurement, such financial assets are subsequently measured at amortized cost using the effective interest rate (EIR) method, less
impairment. Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral
part of the EIR.

C- Derecognition

A financial asset is primarily derecognized when the rights to receive cash flows from the asset have expired, or when PIF has transferred its
rights to receive cash flows from the asset or has assumed an obligation to pay the received cash flows in full without material delay to a third
party under a ‘pass-through’ arrangement; and either PIF has transferred substantially all the risks and rewards of the asset, or PIF has neither
transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

D- Impairment of financial assets

After early adoption of IFRS (9) as at January 1, 2016

Impairment allowances for expected credit losses (ECL) are recognised for financial instruments that are not measured at FVTPL. No impair-
ment loss is recognised on equity investments.

An ECL provision is made at an amount equal to the lifetime ECL, except for the following, for which they are measured as al2-month ECL:
- Debt investment securities that are determined to have a low credit risk (equivalent to investment grade rating) at the reporting date; and
- Other financial instruments for which the credit risk has not increased significantly since their initial recognition.

PIF classifies its financial instruments into stage 1, stage 2 and stage 3, based on the applied impairment methodology, as described below:

- Stage 1: for financial instruments where there has not been a significant increase in credit risk since initial recognition and that are not cred-
it-impaired on origination, PIF recognises an allowance based on the 12-month ECL.

- Stage 2: for financial instruments where there has been a significant increase in credit risk since initial recognition but they are not credit-im-
paired, PIF recognises an allowance for the lifetime ECL.

- Stage 3: for credit-impaired financial instruments, PIF recognises the lifetime ECL.

12-month ECL (stage 1) is the portion of ECL that results from probable default events on a financial instrument within 12 months after the
reporting date.

Lifetime ECL (stage 2) is a probability-weighted estimate of credit losses and is determined based on the difference between the present value
of all cash shortfalls. The cash shortfall is the difference between all contractual cash flows that are due to PIF and the present value of the
recoverable amount, for financial assets that are not credit-impaired at the reporting date.

For stage 3 financial instruments, the provisions for credit-impairment are determined based on the difference between the net carrying amount
and the recoverable amount of the financial asset. The recoverable amount is measured as the present value of expected future cash flows,
including amounts recoverable from guarantees and collateral, discounted based on the interest rate at the inception of the credit facility or, for
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debt instruments, at the current market rate of interest for a similar financial asset.

Provisions for credit-impairment are recognised in the consolidated income statement and are reflected in an allowance account against loans
and advances, investment securities, and placements.

Financial assets are written off after all restructuring and collection activities have taken place and there is no realistic prospect of recovery.
Subsequent recoveries are included in other income.

Financial assets that are measured at amortised cost are tested as to whether they are credit-impaired. Objective evidence that a financial asset is
credit-impaired may include a breach of contract, such as default or delinquency in interest or principal payments, the granting of a concession
that, for economic or legal reasons relating to the borrower’s financial difficulties.

Financial assets which have been re-scheduled or modified are no longer considered to be past due and are replaced on performing status when
all principal and interest payments are up to date and future payments are reasonably assured. Financial assets subject to individual impairment
assessment and whose terms have been re-scheduled, are subject to on- going review to determine whether they remain impaired. All re-sched-
uled or modified facilities are classified as stage 2 or stage 3 for a minimum period of 12 months from the date of re-scheduling.

Before the early adoption of IFRS (9) as at January 1, 2016

An assessment is made at each reporting date whether there is any objective evidence that a financial asset or a group of financial assets is
impaired. If such evidence exists, any impairment loss is recognized in the consolidated income statement.

- For assets carried at amortized cost: impairment is the difference between carrying amount and the present value of future cash flows dis-
counted at the original effective interest rate;

- Equity investments classified as available for sale: objective evidence would include a significant or prolonged decline in the fair value of
the investment below its cost. ‘Significant’ is evaluated against the original cost of the investment and ‘prolonged’ against the period in which
the fair value has been below its original cost. Impairment is the difference between the acquisition cost and the current fair value, less any
impairment loss on that investment previously recognized in the consolidated income statement.

Impairment losses on equity investments are not reversed through the income statement; increases in their fair value after impairment are rec-
ognized directly in other comprehensive income;

Debt instruments classified as available for sale: impairment is the difference between the amortized cost and the current fair value, less any
impairment loss on that investment previously recognized in the consolidated income statement.

Properties ready for sale
Properties ready for sale are measured at cost less any impairment loss, costs of properties ready for sale include cost of construction, studies,
design, finance costs, land and indirect costs.

Accounts receivable
Accounts receivable are stated at original invoice amount less a provision for any uncollectible amounts. An estimate for doubtful debts is
made when collection of the full, or part of the, amount is no longer probable. Bad debts are written off when there is no possibility of recovery.

Contributions receivable
Contributions receivable are stated at the original amount of the unconditional pledge less amounts received and any uncollectible pledges. An
estimate for the uncollectible amount is made when the collection of full unconditional pledge is no longer probable.

Cash and cash equivalents
For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of cash on hand and bank balances and short
term deposits with an original maturity of three months or less, net of restricted bank deposits.

Accounts payable and accrual
Liabilities are recognised for amounts to be paid in the future for goods or services received, whether billed by the supplier or not.
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Loans and borrowings

Loans and borrowings are initially recorded at fair value less any transaction costs. After initial recognition, interest bearing loans and borrow-
ings are subsequently measured at amortised cost using the effective interest rate method. Gains and losses are recognised in the consolidated
income statement when the liabilities are derecognised as well as through the effective interest rate method (EIR) amortisation process.
Amortised cost is calculated by taking into account any discount or premium on acquisition and fee or costs that are an integral part of the EIR.
The EIR amortisation is included in finance cost in the consolidated income statement.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the consolidated statement of financial position if, and only
if, there is a currently enforceable legal right to offset the recognised amounts and there is an intention to settle on a net basis, or to realise the
assets and settle the liabilities simultaneously.

Provisions
Provisions are recognised when PIF and its subsidiaries have an obligation (legal or constructive) arising from a past event, and the costs to
settle the obligation are both probable and can be reliably measured.

Leases
The determination of whether an arrangement is, or contains, a lease is based on the substance of the arrangement at inception date: whether
fulfilment of the arrangement is dependent on the use of a specific asset or assets or the arrangement conveys a right to use the asset.

PIF as a lessee

Finance leases, which transfer to PIF substantially all the risks and benefits incidental to ownership of the leased item, are capitalised at the
commencement of the lease at the fair value of the leased property or, if lower, at the present value of the minimum lease payments. Lease pay-
ments are apportioned between finance charges and reduction of the lease liability so as to achieve a constant rate of interest on the remaining
balance of the liability. Finance charges are recognised in the consolidated income statement.

Leased assets are depreciated over the useful lives of the assets. However, if there is no reasonable certainty that PIF obtains ownership by the
end of the lease term, the asset is depreciated over the shorter of the estimated useful life of the asset and the lease term.

Operating leases are those leases in which the lessor retains all risk and rewards of owning the leased asset. Operating lease payments are
recognised as an expense in the consolidated income statement on a straight line basis over the lease term.

PIF as a lessor

Leases where PIF does not transfer substantially all the risks and benefits of ownership of the asset are classified as operating leases. Initial
direct costs incurred in negotiating an operating lease are added to the carrying amount of the leased asset and recognised over the lease term
on the same bases as rental income.

Cash dividends paid
PIF recognizes a liability to make cash distributions when the distribution is authorized by the shareholder in the General Assembly. A corre-
sponding amount is recognized directly in equity.

Foreign currency translation
PIF’s consolidated financial statements are presented in U.S. $ which is also the parent’s functional currency. PIF’s subsidiaries determine
their own functional currency. Items included in the financial statements of each entity are measured using subsidiaries’ functional currency.

Transactions and balances

Transactions in foreign currencies are initially recorded by PIF’s subsidiaries at their respective functional currency rates prevailing at the date
of the transaction.

Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency spot rate of exchange ruling at the
reporting date. All differences are taken to the consolidated income statement with the exception for available-for-sale investments where any
foreign exchange differences are recognised in other comprehensive income.

PIF subsidiaries

The assets and liabilities of PIF’s subsidiaries with functional currencies other than U.S. $ are translated into U.S. § at the rate of exchange pre-
vailing at the reporting date and their income statements at the weighted average exchange rates for the year. The exchange differences arising
on the translations are recognised in other comprehensive income.

4. Business combinations

During 2016, Yebous (subsidiary) purchased additional shares in the Arab Hotels Company (AHC), to reach a controlling interest of 53.7%.
Accordingly, the financial statements of AHC are consolidated with the consolidated financial statements of PIF. The pre-owned equity in AHC
were re-measured at fair value resulting in a gain of U.S. $ 362,000 recognized in the consolidated income statements of 2016. AHC contributed
aloss of U.S. $ 774,000 during the period from the acquisition date to December 31, 2016, and the non-controlling interest share of the loss
amounted to U.S. $ 358,000. The non-controlling interest in the acquiree was measured at fair value. The purchase price allocation was initially
determined and will be finalized within one year from the date of acquisition in accordance with IFRS.

The following table presents the fair value of the assets and the liabilities of AHC at the acquisition date:

Asseis

Propenty, plant and equipment
|'"|L'i.'lH.II:||h IL'LTi".'HhIL'

Crbher current assets

Cash and cash equivalents

Liabilities

Long term loans
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Bank overdrafis
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Fair valae of investment in AHC
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6. Goodwill
For impairment testing, goodwill has been allocated to two cash generating units, which are also reportable business segments of PIF. The
goodwill carried in the statement of financial position is as follows:

LIS, & D0i)'s
Wolh s
Trade and trasapomation 15 60 25 504
Timafisim anT FT
A | 26521

Trade and transportation

The recoverable amount of the trade and transportation segment has been determined based on the “value in use” calculation using the discount-
ed cash flow method based on financial budgets approved by senior management covering a five-year period. The pre-tax discount rate applied
to cash flow projections is 16.8%, and cash flows beyond the five-year period are extrapolated using a 2.75% growth rate.

Tourism

The recoverable amount of the tourism segment has been determined based on the “value in use” calculation using the discounted cash flow
method based on financial budgets approved by senior management covering a five-year period. The pre-tax discount rate applied to cash flow
projections is 11.9% for the next five years and cash flows beyond the five-year period are extrapolated using a 3% growth rate.

Key assumptions used in the calculation of the value in use
The calculations of value in use for all business segments are most sensitive to the discount and growth rates used to extrapolate cash flows
beyond the budget period:

Discount rate: Discount rate represents management’s assessment of the risks specific to each business segment taking into consideration
the time value of money and individual risks of the underlying assets that have not been incorporated in the cash flow estimates. The discount
rate calculation is based on the specific circumstances of PIF and its operating segments and is derived from its weighted average cost of
capital (WACC). The WACC takes into account both debt and equity. The cost of equity is derived from the expected return on investment by
PIF’s investors. The cost of debt is based on the interest-bearing borrowings PIF is obliged to service. Segment-specific risk is incorporated by
applying individual beta factors. The beta factors are evaluated annually based on publicly available market data.

Growth rate estimates: Growth rates are based on the value of the business segment’s operations after the explicit budget period. In deter-
mining appropriate growth rates, regard has been given to the competitive forces that are expected to prevail after the explicit budget period.
With regard to the assessment of the value in use of all business segments, management believes that no reasonably possible change in any of
the above key assumptions would cause the carrying value of the business segments to materially exceed its “value in use”.
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7. Investment properties

Following is the movement on invesiment properises during the vear:

Balance, begnmang of yvear

Additions

Sale of mvestment propenies

Trnsferred from properties available for sake
Transferred to progects In progress

Met ramsfer from properiy, plamt and equipment
Change in fair value of investment properies
Balance, end of year

Investment properties mslude the follewing:

Land
Buildings

LS. S 000’
I 205
HE, 330 T2.550
9,562 02
(1,091) (2,521)
2,008 -
[, TSNy {140,540 )
bl =
7,819 1894
82 02 68,330
L5, % 05
2016 2015
79,454 68,330
3,436 -
f2 802 G#, 330

An amount of ULS, 5 3436 N of investiment properties was motgaped 10 bocal and regional banks as

collateral for loans gl'&lllu\d 1o PIF {motes 21 and 23),

8. Projects in progress

Balance, beginming of year

Additions

Progects sobd ot

Transterred drom /10 properses ready for sale
Transferred to property, plant amd equipmen
Transferred from invesiment propenies
Balance, end of year

LIS, & Oil's
M6 2015
35,186 52529
loall 1,813
(4311} (8. 150
1445 (215520
(dal) (5.61T)
4,790 10,561
47,650 35,186

Mrojects in progress inclsdes prajects with a book value amount of U5 5 3 413 000 monigaged 1o bocal
and regional kanks as collateral for loans granted to PIF (note 21 and 23).

Following are detnils of the projects i progress:

Ersal Cerler project

Surda lamd development project
Jerusalem land development project
Barzent Land development progect
Ab-Mew emch land development project
Amaar Tower project - Theatre

Al Bechan and Al Jenan project

Hl||u1:"||-:|'d'|’|.'n|.'b
* * * * * * * *
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9. Investments in associates o &3 FCEOESE
§E400 FBE a3§70R {9508 _
FErRe 140k 3 ! R
22t R RS FEZEEFI RS -
This itemy represents investments in associales operating in Palestine: Y } g E ; i 1 “g SE R | E'
Cramership Carrying Ameunt g : ¥ E % _ E =
L) ) 201% 201é L ) - &
i) s LS. 5 000's _ E
Palestiman [skanyic Bank (Listed) 418 34,18 30,60 23 0Ksd B EF E’
Watamya Palestine Mabale Telecomnmumcanons Company = = ® f= s % ‘% _.i: E E 5'_ E
i Listed) 36,07 34.0% a1 23719 T _: ':_.: 3 2 f o byl g ln EE =]
Arab Islamic Bank (Listed) 34,08 2.3 24,878 14,438 = L L 4 EE = HE " E
Speciahized Arab Hospital 20,21 = L, G0 = g
Palesting Indusirial Ievestment Company (Listed) 30,5 0G5 10214 B 163 - o E
Palestine Power Generalion Company 40.30 9.4 5,764 s = | = ] AEEE : P A
Palestine Tourssm lnvestment Company 28,25 28,25 4,915 5408 _E = 1= o T‘: - BEx: =
Haspitality Holly Company 40,30 40,30 4,079 4 K50 ' - = | I i rEAEE E
Palestine [jara Compasy — LTD 3333 3333 3489 2.528 B
Arab Palestinian Fvestient Company - APIC { Lissed) . 1353 - 18,518 4 o
Arab Hotels Company | Listed) . 025 . 1874 . 12 P T 3 = k= E = §"
Others H-49 27-43 7665 3,734 E E ERE W [ [ Eewy 3 =
135,862 112,301 S O M i TR EE . E
B
g ¥ 2
=
5 5 luals | EErpa “g g
- The market value of PIF’s investments listed in Palestine Exchange as of December 31, 2016 amounted to U.S. $ 156,745,000. . ) f a z- E f E :'_.’- [, j: = -g B E
- Investment in Wataniya Palestine Mobile Telecommunication Company includes 77,658,000 shares with a total market value of U.S. $ -0 - ;'_
67,562,000 mortgaged against a syndicated loan granted from banks to Wataniya Palestine Mobile Telecommunications Company (note 34). w
- During 2016, Aswaq (subsidiary) sold a part of its investment in Arab Palestinian Investment Company (APIC), which resulted in a gain of o .?T 'E - .:,1-_
U.S $ 1,077,000 recognised in the consolidated income statement. Accordingly, PIF’s ownership percentage in APIC’s capital decreased from _ . = =l STanm | B & 5
23.53% to 17.47%. PIF’s management believes that they no longer has a significant influence over APIC. Thus, PIF’s management elected to = = L 3 o= g e E -] ) -4 ] -
classify the remaining investment as an investment in financial assets at fair value, which resulted in a gain from the revaluation of remaining £ - e E=EE Eodow - g
investment at fair value in an amount of U.S § 5,502,000 recognised in the consolidated income statement as at the date of losing the significant _: E
influence, and classified under gain from investment portfolio (note 28). - - = B
- As mentioned in (note 4), Yebous (subsidiary) purchased additional shares in the Arab Hotels Company (AHC) during 2016 where the owner- - :IF '5— ; s
ship increased to 53.7%, Thus, and in accordance with IFRS, the pre-acquisition shares were recognised at fair value, resulting in a gain of U.S. = = 1= A letels = maite a& |* B
$ 362,000 in the consolidated income statement of 2016. The financial statements of AHC were consolidated with the consolidated financial : = = |= £ |= 5 2 g5 3] - * E
statements of PIF. &
- During 2016, several subsidiaries purchased equities in several companies and accordingly, PIF’s ownership in these companies reached per- - E
centages ranges from 20% to 49%. PIF’s management believes that it has significant influence over these companies. Thus, these investments _ _ = gFEF £
have been classified as investment in associates. - o £ oy et f § E _E
N |§ - S | &5F | EdEE 397
- ]
e o | L .2 EER
ol ERE O |E EEE | BE: FUE
'
-
_ 3
- & o ~F 1 E 2
2 Iz |3 g | 5* 38s% 1§
of
- - -
: |3 }QE 5
. T
B }Eaa
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2g= E & P EZy %’ = i’? - ? 10. Investments in joint ventures
TEE & 2z i s8R 0474
HEHE It EiREEicd: ]
e "3 BERE § TELERE
A g _‘g E & §Ed ik 1 LS. § 000°s
F } E g g % i L fE 2016 015
g ; g 5 - Commvention Palsce Company 3380 LY
- - Cihers il -
Al L
= e E . . . . . . . .
= P e o '_“_3. i - = E Z The Convention Palace Company in Solomon Pools (CPC), was established as a private limited shareholding company, with a share capital of
'-E B E B == B2 = e .g :E 1,000,000 shares of U.S. $ 1 par value each, of which 50% is owned by PIF. CPC is jointly managed with Consolidated Contractors Company
= = 1" = ==  JEER (Athens). The objective of CPC is to operate the Convention Center Palace in Bethlehem.
_ PIF’s share of results of other investments amounted to a U.S. $ 19,000 loss, as of December 31, 2016.
- . i E The following schedule summarizes the financial information related to PIF’s investments in CPC:
= i ' = o = =
W J= 2 = =2 2 =E -
= = I =] 1 - =
s [& [z g g2 | . 52cE EE
L%, 5 (HHFs
nFF Convention Palace Company
- |- B = | == | BESEZ %Efi 2016 2015
g . * I Tepe FE - - Statement of financial position of jsint ventu
[ = IBER | L ZkEms HE
S : * B8R | 553 Not-curremt asscts 9,540 10,562
- Camrent assels ELE 30
. - =z T;;ﬂ x ¥ Non-currest luabiliics 1492) (101
| E i = E-E E §=£ T K EE Cament liabslitics (2971 (2.774)
- - - = s Qo SR g Equaty amrbutalle 10 vestures 6,7 7,3H%
FIF*s camership 1 BRI Y00
oF --E Carmyimg amousl of mvesimeil i AR A
; - i ¢ Revenmes amd resubts of sperations
_ s If g =g P ;;;EF ’Eggﬁ Revenues 631 470
= = G [ B KD e ==
h bk Results of operations (625} (1.059)
¥ PIF*s share of resules of pperntions. [ELE}] {530
e
kb k| e T
1B |EE £ | 8% | .25Ez
_ 11. Investments in financial securities
£ _f ]
e | 3= == _ [ E a E
=1 - = [ ] . e
e EE 2 B3z | . Ezé8 T F |2 LS. § 000’
Hile s
-~ Finangial assets m FYOCT{AD 175420 =
! g 7 F Financial assets at amortised cost (B) 16,621 .
- = I o e = 'E E:.E Availehle-for-sale mvesimenis . 57,068
' I £ i5 ? = =222 =8 Held-to-maiurity fimancial assets = . 14,776
192 0 I5)ETH
- E“ Financial assets at FYTPL - ewrrent () AT04E5 -
229 0 151 BT
= |2l :': s e T A
B OELE g |8l | .55E58 £
- = g
= |- L. |=al T - iE
N ] 2 BEE | . i=E [ £
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A. The financial assets at FVOCI include the following: The market value of the quoted debt instruments amounted to U.S. $ 7,918,000 and U.S. $ 10,952,000 as at December 31, 2016 and 2015,
respectively.
Movement on the impairment allowance account in accordance with IFRS (9), was as follows :
[1.5. 5 (a0ill's
6
Criled shifcs 1058 50 Slapge Slape SiEpe
Qroosledl portfalios 37,274 (L] {2) i3] Toul
Unsuoted sharnes 19, Bhd U5 & 0Hrs
LUnquoted porifolas ) 3T At January I, 2016 - - . .
175,428 Transitson sdjustmsest on adogition of
IFRS % 1,5 1.5 = 3
Balance, Jnuary |, 20046 1.5 1.5 - i
Financial assets at FVOCI includes share with a market value of U.S. $ 7,164,000 mortgaged for a local bank as a collateral for loans granted Wit re-measurement of loss allowance A - - B4
to PIF (Note 21). Al December 31, 2006 B5.5 1.5 = 87
Movement on the fair value reserve was as follows :
C. Financial assets at FVTPL include the following:
LS. 5 (HHIs
1) [ 2005 LS £ (HK's
Balance, Beginming of the year — Before adjustmint 18,291 B 654 T
Adjustments due 1o the carly adoption of IFES & T43 - Cucscd shares ﬁ
Halance, beganning of the year - after adpsimenis L IES] 054 Uinpsoied poriiolics 4357
Mot koss [rom valuaton of lirascmal asscls al FYOC] {10,237) (8595 Ungpanied shares TR
Share of associmes” other comprebensive income {647 12t 37,045
Loes from sale ol linancial asseis al FYOC] reconded in -
Felaindd earmings (5] - .
Gaim from sale pecognised in the consolidated income stalement . 5,656 12. Other financial assets
Imsgaarment ol available for sale investments 1hrough
consnlidamed income simensent = 3, T2 L5 5 0's
Balange, el al the year H 1EK 15, 29 2006 T
Frepayment on invesd mend &) 45, 50 45 B
Girnnbed boams (B 13,3840 1,776
During the year, the financial assets at FVOCI sold amounted to U.S. $ 14,634,000. Sale transactions of these financial assets were made to LI ET T 57
finance other investment activities.
A. According to Ministry of Finance letter dated June 28, 2010, the amount of U.S. § 45.8 million previously paid on the shareholder account
B. Financial assets at amortised cost include the following: was considered as a prepayment on investment in Wataniya Palestine Mobile Telecommunications Company (Associate). The amount repre-
sents PIF’s share in the remaining amount of the second operator license which was paid in advance to the Ministry of Telecommunications
ol LS. 5000 and Information Technology (MTIT), until Wataniya obtains the frequencies required in accordance with the agreement signed with the MTIT.
il
Rating 206
{Jucted delt msmements a8 national and regional linancial markets BHBE-A5 7508
Lingaoied eational deba insirunscmis B L]
| i, 708
Impasrment allowance (AT

16621

Interest on the financial assets at amortised cost ranges from 2.5% to 7.6% and their maturity ranges from 1 to 7 years.

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *
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B. This item includes loans granted to the following entities:

1.5, 5 (s
Ingerest Rale
) =) _ Seilememl 2005 2115
Palestimoen mscrodimance imsifulsons ® 5.5 H17-200 1.7 2.55%6
Wataniya Palestiine Mobale Telecomsunicalsons
Company** £ RL +LIBCER = 2150 X150

First Tradang Cenire 1.5+ LIBOH s L (WL [ELL
Palestime Tourism Investment Company 15 7 T i
Al Masheal Tounsm Investment Company 5 0T BLLI £
Dihers -5 2007022 3620 X521
Agcnacd innerest on loans 1553 1313

17271 11,776
Provisions for impaimment of granted loans®** ) {3 BRSp .

1.3 KD 11,77

* In addition to the loans granted in previous years, during the year, PIF granted micro-finance institutions loans in the amount of U.S. § 6
million. The interest rates on these loans ranges between 3.5% and 4.5% with a settlement period ranging from 1 to 4 years along with a grace
period between 9 months to 18 months from the date of granting.

** The loan granted to Wataniya Palestine Mobile Telecommunications Company bears interest of LIBOR plus 5.85%. The loan will be settled

13. Properties ready for sale

This item represents the cost of residential units transferred from projects in progress upon completion and becoming ready for sale.

Movement on properties ready for sale is as follows:

L5 % DiMD's
Ml k1 E
Balance, begisming of yeas 26,960 7367
Trassferred (o investment propeatics (2 008 )
Trazsferred (from) 1o projects | progress (1.445%) 21,90
Capatalized expenses 7 .
Lol of sald propimics {250 [23L7]
Balanee, end of year 20443 26, W0

Properties ready for sabe include properties with a camrying smount of US. 5 11,906,000 that are fully
msaripaged for ke benefit a regional bank as collateral on baans pranted go FIF (nose 21 and 234

14. Accounts receivable

in one payment at the later of December 31, 2014, or six months after the maturity of all or any priority loan of Wataniya Mobile. LS. 5 000°s
*** Movement on the impairment allowance for loans granted in accordance with IFRS (9), was as follows: . oL $01
> : Chechs under collection 3320 5400
Trde receivables R A1 3 TR
Cap Holding Company 11305 11.30%
Sape 5 Slape Chthers [Kiky] 1,01
(1 (21 (K] Toasl Tl.ma5 B3 ATI
U5 % D00's Provision for doubiful sccousis [ 14 %4%) {15 71K}
Al January 1, 2016 . . . . 320 ke rIES ]
T eafs ol ahustmenl on adophod al’
IFRS 9 126 3478 - % il (he mnowvemen on the provision for doubsfol pocownis during the yenr was as fiolloos;
Halance, lanuary |, M1 124 A4TE - LR 1.5, % 000's
Wiitien=odff during the year s . L] (50) 2 215
Trpaesfary - 34T 34m X Balance, beginning of BT
Suspended iseress during the year - . % 95 __."M“.;r'u s i:lﬂﬁ s
Bgcovered during the vear . {1, 0%y
Met re-measurcment of loss allowanee 191 [x] 05 2 Foreign currency differences 7] )
Al Dvecemnber 31, 116 117 10 J,SSH ."-JEH Balance, end nF1_.'¢.1.r 14 844 13718

Stage 1 and stage 2 provisions reflect the probability-weighted estimate of expected credit losses. The provisions comprise both financial and
non-financial information and analysis, based on the PIF’s historical experience and taking into consideration both internal and external factors.
The gross amount of stage 3 loans along with accrued interest was U.S. $ 3,558,000 as at December 31, 2016. These amounts are fully provided
for.

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *
* e * e * e .0 .. .o .o * e * e * e * e * e * e * e * e .o * e .. .. .. .o .. * e * e * e * e .o * e * e .o ..
000 000 000 00 000 00 000 000 OO0 00 000 000 000 00 000 00 000 000 000 000 00 000 000 000 000 000 000 00 00C0 000 00 000
DO + Vo + Vo D000 D000 000000000 00 0W e 00 0We006eWe006eW0e0606eW000606000606060006060000606060006060600060606000060eF0006eF000eT0000 DO L0000 00N 00L + Vo D000 + Vo D000 D 000000000
@ 0 6 6 6 0 0 6 6 0 0 0 0GP LCLCCLLLLLLELLLELELELELELELELELELELLELELELEELEELELPEEPEGPOGPEGLELPELPEGPEGPEGPEGPELPTGPGPGPGPTGPTCPTGPTCPGDPTCDPTCPTCP PP 0 0000000000 000000000000 00 00 ¢ 0 00 0 ¢ 0 0 000 0 00 0060 000600600 00 000 00000000000 00000000000 000000 0000000006000 0206060200602 06020200000000000000000000000000000e0



FINANCIAL STATEM ENTS \ CONSOLIDATED FINANCIAL STATEMENTS

Nominal value of doubtful accounts receivable which are fully provided for as of December 31, 2016 and 2015 amounted to U.S. $ 14,845,000
and U.S$ 13,718,000, respectively. Aging analysis of the unimpaired accounts receivable is as. follows:

LI5, 5 D0 s
Meilbor pasd [Masr due but nod impaired
due nor =
Tintal rmpaaned s D1-180 dlavs > 18] days
20146 &6, 920 31,320 14,097 10,449 1,054
il 49 T54 25,128 13,5461 10,051 1,004

PIF’s subsidiaries obtain guarantees against some of these receivables. The subsidiaries’ management believes that the value of the unimpaired
receivables is recoverable.

15. Other current assets

LS. S 000
016 2015

Dz from Valee Added Tax department & M8 6532
Advances to suppleers 7.4 ERSY
Comtribution receivable® 1530 4373
Inweniory I A Tl
Advance paymemnis (o Income Tax Department (Node 26) 1] 126
Dee from brokerage firms 5% %633
Dividends receivable 446 514
D from employees 440 134
Accroed mierest 40 03
Prepaid expenses 235 2o
Cash margins 29 1,175
(Others 334 824

24 2T 853
Prowvision for uncollectible current assets 2522 2584y

This account represents contributions receivable from donors. These contributions aim to develop the private sector in Jerusalem especially for
small and medium enterprises (note 25).
The movement on the provision of uncollectible current assets during the year was as follows:

L5 5 O0dh's
R JO05
Balance, beginning of vear 2584 2589
Addition 17 -
Written-ofl durmg the year 183 -
Forgign summengy differences 4 i5)
Balamee, end of year 2522 2584

% 3%

* * * * * * * * * * * *
* e .0 .. .o .o * e * e * e * e * e * e * e
000 00 000 00 000 000 OO0 00 000 000 000 00

16. Cash and deposits at banks

1.5, 5 0(Hi"s
& i 1R
Cash on hand and cavent accounts # banks 14,758 13,504
T'ewmn deposits at hanks 41, 141 46 8D
55 KM i 244

The average imterest rabe dunng 200146 was 2.9 (30152 2.33%) oa LS. Daollar deposals, 3.85% (2001 5:
3.96% ) on Jordmnian Disar deposits, 1.54% (2005; 1,534%) on Qaiari Rival deposits asd 3.5% on lersedi
Shekel.

Cazh and deposits a1 banks include restncted cash of ULS, 5 1,207 000 and L5 5 3378, 25 a1
Dcember 21, 2006 and 2005, respoctively, &5 8 collaperal apanss conam hanks [acibnes

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise the following at December 31, 2016 and 2015:

L5, & CiHF s
20046 2005
Cash om hamd snd currend sccounis ai hanks 14,748 13 358
Term deposits al banks 41,141 b B9
5,859 i 244
Deposils matunmg after 3 months ] (2. 398)
Fearicted cash 1.7 (3.37E)
A% ATH 54 468

17. Paid-in capital

PIF’s paid-in-capital represents the fair value of net assets transferred by the shareholder as determined by Standard & Poor’s valuation reports
at the date of establishment of PIF. On May 16, 2011. The General Assembly approved the capital increase to U.S. $ 625 million with an in-
crease of U.S. $ 51 million through the capitalization of part of PIF’s retained earnings.

18. Shareholder’s current account

This item represents the current account between PIF and the shareholder and is not subject to any interest. Following are the details of this

account:
1.5, 5 0H's
P L 2015

Rieceivables on reharmed lands 37404 42059
Ineerimm dvidends (note 20§ 4. [HN} L L
Avigion receivable 56,328 kL b
Cehers 10218 Q158
27947 91 503

Palestine Investment Fund

x x Annual Report 2016
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19. Reserves

Statutory Reserve

Statutory reserve represents accumulation of profits transferred at 10% of annual net profit in accordance with the Palestinian Companies’ Law.
Thisreserveisnotavailable for distributionto the shareholder.

Voluntary Reserve

Based on the Board of Directors recommendation dated July 14, 2009, a voluntary reserve is appropriated at 10% of PIF’s profit starting from

2009, for the purpose of supporting economic development projects in Palestine. During 2011, PIF started to support certain small and medium

projects.

20. Paid and proposed dividends

The Board of Directors decided during the year to distribute Interim dividends of U.S. $ 4 million out of PIF’s 2016 profits, subject to the
approval of the General Assembly in its first meeting during 2017.

The General Assembly approved in its meeting held on May 18, 2016 the distribution of U.S. $ 22 million interim cash dividends in 2015
and 2016, in addition to U.S. $ 6 million dividends to the shareholder deducted from the shareholder’s current account. Thus, total dividends

distributed amounted to U.S. $ 28 million.

The General Assembly approved in its meeting held on May 14, 2015 the distribution of U.S. $ 8 million interim dividends in 2014 based on
Board of Director’s decision dated January 20, 2014, in addition to U.S. $ 12 million dividends to the shareholder deducted from the sharehold-
er’s current account. Thus, total dividends distributed amounted to U.S. $ 20 million.

21. Long- term loans

Long-term loans

Current portion of long-term loans (note 23)

115, 5 05
2iiE k1
T ZHH S
(14.8501) (602}
Gl 437 32107

During 2016, PIF has signed a long-term loan agreement with a local bank in an amount of U.S. $ 30 million. The interest rate on the loan is six

month LIBOR plus 1.75%. The loan is to be settled with semi-annual payments with a grace period of one year. The loan was granted against
a mortgage of shares with a market value of U.S. $ 7,164,000 as at December 31, 2016.

During the previous years, PIF has signed a long-term loan agreement with the Arab Fund for Economic & Social Development with an amount
of U.S. $ 30 million. The interest rate on the loan is 2%. The loan is to be settled with semi-annual payments along with a grace period of 3
years. Total utilized balance of the loan amounted to U.S. $ 6 million as at December 31, 2016.

In addition, PIF and some of its subsidiaries signed long-term loan agreements with local and regional banks to finance these companies’ opera-
tions. Interest rates range from 1.75% in addition to one to six months LIBOR with a ceiling of 9%. The loans are to be settled within a period of
1to 9 years. The utilized loan balances as of December 31, 2016 and 2015 amounted to U.S. $ 40,288,000 and U.S. $ 39,009,000, respectively.

The loans were secured by the mortgage of some assets of the borrowers (notes 5, 7, 8, 11 and 13).

The maturities of loans are as follows:

2T
2018
29
2020
2021
Thireafier

22. Deferred tax liabilities

L% 5 G5

14,851
412
16, 256
14,203

T Al
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Movement on deferred tax liabilities resulting from re-evaluating investment properties at fair value was as follows:

Balence, beginning of year
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23. Bank overdraft and the current portion of long term loans

L5 & 05
Slh i
Current portson of bong eema loans {sone 213 14,851 i, 5002
Bank overdrali® 1018 -
15 Bit s, 012

* This item represents the bank overdraft balance with a ceiling of U.S. $ 1 million granted to AHC (subsidiary), the interest rate ranges be-
tween 5.75% to 6%.

24. Accounts payable
LS. 5 (HH's.

2006 2005
Trade payables 15,551 17,930
Apariments sales advances I 550 3,752
Contraciofs fuvahles Lo 2363
Brokerage fioms payables - 48
COehers a1 &0

ELNEID 24043
25. Provisions and other current liabilities

1.5, § {5
2 ]
Tempomrily resiricted comtribugion * EXES .70
Avcnsed expernis ERLT] 2527
Pastponed chocks 4.32% 2330
Provisson 1o emgloyees endemnary == 2, 1 autal
Employees bonuses provision 1,485 | 345
Dhaadends pavable (KLLI] | Co{H¥
Prgspaaty improvenssng laxcs H24 =12
Employees’ moome my payable 42F st
Cither 972 B o0E
px AL 24 4y

This account represents total temporarily restricted contributions from different donors. These contributions aim to develop the private sector
in Jerusalem especially for small and medium enterprises. Revenues are recognised when the purpose or time of these contributions is satisfied.
Following is the movement on temporarily restricted contributions during 2016 and 2015:

LIS & ‘s
2004 I E]
Balance, beginming afl year 349 1055
Auddimigas ik} s
Released from restriction {T23) (1,453
Foreign cumency differenoes (LT {2TTh
Balance, end of wvear 4618 g2

** Following is the movement on provision for employees’ indemnity during the year:

L%, 5 D0y
2016 R
Balance, beginming of vear 2.7 2251
Auldhtions | .5 Bz
A s lndm o sl iy L1 .
Paymenis (1,541 {32%)
Foreign curmency differences 41 .
Halange, end of year 2,704 ENFE]
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26. Provision for income tax

The taxable income of PIF and its subsidiaries is subject to income tax at the corporate rate of %15.
Following is the movement on the provision for income tax/ (advance payments) during 2016 and 2015:

S S 0M's
20014 205
Balance, beginnimg of year {126 X Ty
Addisons Suring the year 2,907 40043
Dascounts on early payments fRL] (505}
Recovered dunng the year 81} {1,410
Amonizaiion of defered tax liabilines 159 498
Payments durisg 1B year {3631 15, 248)
Foreign currency differences (261 (3
Balance, end of year (note 15) {=08) [ ] 2e6)

PIF and some of its subsidiaries reached final settlements with the Income Tax Department for the results of their operations up to 2015. These
settlements resulted in a recovery of an amount of U.S. $ 81,000.
Taxes shown in the consolidated income statement represent the following:

LIS & iHa0's
Hilé R
Addinons duning the year T O07 43
Dscounis on early paymenis o) ([ 305)
Recovery during the year TEL )] [1.410%
Deefeared tax habilibses 1,184 {59%h
.I.Il]l[l:l I,rﬂi
27. Operating revenues
L5, % {HHF s
] ]
Diperating Cioat off Dpating Diperating
T ETiLES. wilics EARETHE [fitae — ]
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Trade and [ranspariation 20| 225 {170 54380 {IR9IT) 20, 15
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220 A | {181 T52) 2205 25 ITh
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28. Gain from investment portfolio

Ginim fromm sale and revalwation of (Enancial asseis a8 FYTEL
Davidends incomae (rom financial aseets al FYOCT

Davidends income (rom financial assets at FYTPL

Ginim from revalustion of the rermaining investment in AP (mode )
Interest on bomds

Davidends income from financial assets available for sale

Cinim fromm financial assets pvailable for sale

29. Interest income

Imteresy on depasits with banks
Imterest on granted loans

30. Investment expenses

Emplovees” salanes, wipes and benefils
Professional fees

Travel and transporiation

Chbssrs

31. General and administrative expenses

Employvess’ salaries, wages and henefils
Prafessional fees
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Telephomes and courier
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Insusance
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32. Other (expenses) revenues

The following table represents the sensitivity of investment properties’ fair value:

LLS 1"":"""‘1 Imrease Effect on fair
i pai R decrease in fagr value and prodi
Coninitasmssns rebeausd rom resimction {nole 25 123 1 45 vl B 1he it
Provision for expecied credii bess (noge 11 and | 25 L X80 . o e
k s a LS S WH's
Giain |knia] on sabe and Saposal off pregsarty, plant and cqupmical 17 [ERET]
[ Prnnision | Feesviry Tiof séoouns frescivalbls (note 14 and I5) i1, 0233 i Fair value et meher squan: ] T
Ciihers sOE i 164} o
325 1 a4 Fair value per meter squsme =5 {2042)
|Es FEase Effect on fair
33. Fair values measurement decrease in fair value and profi
valug Bor e wear
The following table provides the fair value measurement hierarchy of PIF’s assets as at December 31, 2016: w15 n US 5 000s
A : : 5 E & a3
ol Far valug per meier suiag ¥ 3 24012
o i Significant Sagraficant Fair valus per mseter square =5 2412)
CiTeg e ahly wirarhrer ahilp Fe \
[T 5T it wpuits
[Leswel 1) Ll 23 {Lewed 3
[haie ol measere=iom L% S ‘s Fair values of financial imstruments
drele et len vl el oul below B8 a comparson by class of the carrying amounts and fxir values of PIF's fimancaal
mstnEmenis carried i othe francial stmements ws i December 31 2006 and 301 %
Fonsngial gepn 51 1VTH Depogmmdegr b 0| Lo - T LS. % 00is
t_'mms A Faw vabie
Finsscial assrts i PVO] Decemher 11, 3004 EELET 4440 K412 - "
Banabmpnd [roqspriies Dpggmbar 11, 3014 - - . =l X I 2016 2013 2016 2013
Finamcial assets
e —— Giramted loans 13,386 11,77 13,386 11,776
St |5 i longd;
Cunipd firancial sgin oz
smwrnined cos Dcember 11, 501 4 TRk . . [nvesimen! m secunies 200,114 2405951 20 3 05T
Adcoianis feceivable &6 920 40 TR4 970 49,754
The followmg @bk provides th Gair valee memarement baerarchy of PIF's st a5 of Decomber 31, Oiker financial asseis 14,930 33 g 14,930 i1
03 Cash sl deposils at banks £5 B0 244 55,809 0,244
Quond 361,320 K5 540 361,526 385925
PGS s Signilicam i faram
—— A Fimamcial liabilitics
bt
g1+ S ar- M s 14 Accounts payable 1,572 20,3540 31,572 20, 3900
| Y eppp—— U5 %00 Lowans and hamk overdralis T, M IR 71,36 kL
dhasrls meraewrrd o) iy valucs Oibscr Rinanacial labilites 15434 GEYY 13434 9831
i iy FLY ¥ 13F
ot i wilabbe fiod-sale 11%.3]1 i g 11%.3]2 B9.232
4 IR S Docemnbser X1, 20 3 T80, 106
Baselinend [raseilics Devernher 31, 201 3 . " LML . . e . . . .
The fair value of the financial assets and liabilities are included at the amount at which the instrument could be exchanged in a current transac-
Fisanrial p3eris for =hich (air tion between willing parties, other than in a forced or liquidation sale.
Cnindid hetlid-torimateray Tindnsial
AT Degermdser 11, 20 3 R Ry

There have been no transfers among the levels mentioned above during the years 2016 and 2015.

The main assumptions used to determine the fair value of investment properties are as follows:

- The fair values of accounts receivable, other financial assets, cash and deposits at banks, accounts payable, other financial liabilities and the

short term loans and bank overdrafts approximate their carrying amounts due to the short-term maturities of these instruments.

- The fair value of the loans granted and long term loans are estimated by discounting future cash flows using rates currently available for debt
on similar credit terms. The carrying amount of the loans granted and long term loans are not materially different from their fair value.

- The fair value of quoted financial assets at FVTPL and quoted financial assets at FVOCI is based on their price quotations at the reporting date.

- The fair value of unquoted financial assets at fair value is determined using appropriate valuation methods.

PIF assigns licensed external appraisers to assess the fair value of investment properties which mainly represents prices for similar lands sold . . . -
- The fair values of quoted bonds are based on price quotations at the reporting date.

during the year. The fair value is calculated by multiplying fair value per meter square by the total area of the land. PIF recognizes the fair
value of investment properties in its financial statements based on the valuation of external appraisers and according to policies approved by
the Board of Directors.
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34. Related party transactions

This item represents transactions with related parties. Related parties represent associated companies, the shareholder, Board of Directors,
key management personnel of PIF, and entities controlled, or significantly influenced by such parties. Pricing policies and terms related to
transactions with related parties are approved by PIF’s Board of Directors.

Balances with related parties included in the consolidated statement of financial position are as follows:

115, 5 00"
RULE 20 5
Sharehalder"s curment aoount BT 947 91,391
Loans gramied to associsies and relaed sconsed interesi 1807 430
Cash and deposits 81 banks {associale 2921 {l&
Acoreed Board of Dinecions remuneration 150 150

Transactions with related parties included in the consolidated income statement during the year are as follows:

LS % 'y
2006 s
Leaging of tramsporiation means o the sharebsolder 7 149 7033
Imigres imcoene on Misns [0 sssocinies 1E2 Ml

Bey mamagemend salarics and remuneraion of FIF and its subsidsanies are as folbows:

LIS, % (HHl's
26 s
Bixard of Danegiors remuneralion 1 6T 16T
Key management share of salaries and relaied benefits 2 B2 2742
Kev manapensn share of end of service indemnity 1] 157

Furthermore, PIF is considered as a guarantor for a loan granted to an associate (note 9). Also, a major portion of PIF’s investment in this
associate is mortgaged against that loan.

35. Risk management

PIF’s financial liabilities comprise loans and credit facilities, accounts payable and some other financial liabilities. The main purpose of these
financial liabilities is to raise finance for PIF’s operations. PIF has various financial assets such as accounts receivables, other financial assets,
loans granted, cash and deposits at banks, some other financial assets, and investment in securities, which arise directly from PIF’s operations.
The main risks arising from PIF’s financial instruments are interest rate risk, foreign currency risk, equity price risk, credit risk and liquidity
risk. PIF’s Board of Directors reviews and approves policies for managing these risks which are summarized below:

Interest rate risk

PIF and its subsidiaries’ exposure to the risk of changes in interest rates relates primarily to interest bearing assets and liabilities, such as short-
term deposits, loans granted and obtained long term loans.

The following table demonstrates the sensitivity of PIF’s consolidated income statement as at December 31, 2016 and 2015 to a reasonably
possible change in interest rates, with all other variables held constant.

The sensitivity of the consolidated income statement is the effect of the assumed changes in interest rates on PIF’s profit for one year, based
on assets and liabilities with floating interest rates at December 31, 2016. The effect of decreases in interest rate is expected to be equal and
opposite to the effect of the increases shown below:

Incneass m ENact
inderesn on predil
raile fiar the year
2k {hasis poings) L%, 5 0iHFe
1.5, Dodlar 1 {TX)
lsracli Shekel L1 1
Incnease i Effect
ImaETest on prodin
[F1e fior the year
2005 hidis paimta) LS. 5 (HHFs
LS. Dndlar 1 { 16)

Foreign currency risk

The following table demonstrates the sensitivity to a reasonably possible change inthe U.S. $ exchange rate against other currencies, with all
other variables held constant, of PIF’s profit and equity. The Jordanian Dinar (JOD) and the Qatari Riyal (QR) are linked to U.S. $. Therefore,
no effect resulting from the fluctuations in JOD and QR rates is expected on the consolidated financial statements. The effect of decreases in the
exchange rate of U.S. $ against other currencies is expected to be equal and opposite to the effect of the increase shown below:

Imcridse in
CUIMTEECY
rale 1o Effiect an prodi
15 % harline Exx [Tt o ity
k) i: & ; [ |5, % (HHN &
R
lsrmeh Shekel 15 4430 1
Cither cumencies 10 459 .
ImcTesse in
CUITERY
rale o Effect an profit
s % b fire twx F- et i giaify
e (N IF5 % (HN)'g
2015
lsrmeli Shekel 15 2,550 il¥
Cither cumencies 10 459 -
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Equity price risk

The following table demonstrates the sensitivity of the cumulative changes in fair value for financial assets at FVTPL and FVOCI to reasonably
possible changes in equity prices, with all other variables held constant. The effect of decreases in equity prices is expected to be equal and
opposite to the effect of the increases shown below:

Liquidity risk

PIF and its subsidiaries manage liquidity risks by ensuring the availability of sufficient cash balances and credit facilities and pursuing the
collection of accounts receivables.

The table below summarizes the allocation of undiscounted financial liabilities as at December 31, 2016 and December 31, 2015, based on

their remaining maturity:

Edfet on
Increass im EMect Incams
BTy Qo MY iy Srstement
2018 — e T Ut S
Shares listed in Palestine Secumties Exchasge 1] 15,629 2638 = = LLE 3 000"
Shares and portfolios listed im ather markets 10 1,614 552 Lessthan 3 31012 hiore fhan 2 )
Shares and portfilios not lissed 1o 2,285 517 ' months  _Mowths I\wiyears _ yews _ Tosl
r 2l 200b
oo ln Effct ';mﬂ' Long-term loans . 15053 66,071 Loy ss217
euily price o1 ety Sastemint Accounts payable 27,512 - - - 47,574
TS (%) DS S0007 U5 S 000 Provisions amd other fmacil i
Shares listed in Palestine Securities Exchange 10 16,161 - labiliges 10,361 251 - S L1
Shares listed in otber markets 1o 6,850 . AL L e, 1262
Shares not listed []a] (Pt = Decgmber 31, 2005
Losg-temm loans m i 542 33723 1 496 4% 634
Accounts payable 20, %594 - - . 0,390
Credit risk Pravizions and other firascal
PIF and its subsidiaries’ exposure to credit risk arises from the default of the counterparty. linhilities T A58 Fh74 = - 9833
PIF and its subsidiaries believe that they are not significantly exposed to credit risk as they are currently managing their credit risks by setting 30320 AT A3 125 | 450 EER b

credit limits for customers and continuously monitoring the accounts receivable in coordination with legal consultants. The maximum exposure
of the loans and accounts receivable to the credit risk is the carrying amount of the loans granted and accounts receivable explained in notes
(12) and (14).

With respect to credit risk arising from other financial assets of PIF, including cash and deposits at banks, granted loans, and other financial
assets, PIF’s exposure to credit risk arises from default of the counterparty, with a maximum exposure equal to the carrying amount of these
financial assets.

36. Capital management

The primary objective of PIF’s capital management is to ensure that it maintains healthy capital ratios in order to support its business and
maximize its equity.

PIF and its subsidiaries manage their capital structure and make adjustments in light of changes in business conditions. No changes were made
in the objectives, policies or processes during 2016 and 2015.

Capital includes paid-in share capital, shareholder’s current account, reserves, retained earnings and non-controlling interest with a total of U.S.
$ 715,501,000 and U.S. $ 706,835,000 as at December 31, 2016 and December 31, 2015, respectively.
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The following table presents revenue and profit information and certain assets and liabilities information regarding PIF’s business segments for the year ended December 31, 2015:

LS, 5 00i's
Investnwent Trade and Feal esiate
S o iransparation 1Ey et Touwnmam  Elinimstsons Tatal
_....EE__ ey ETMIeS T35 200, 102 20174 4,548 - 231,907

Imier-segment (eliminmed )

Total revenses T3 300,102 20,174 4 508
Rismiis af apgrations

; = 231507

Peofin f lorss) besdone 1ax 10432 i) 2847 {35} = 36 X0

Deprecistion ._._“ property, plan

and equipment T4 T 471 - 524
Caputal expendiiune 1085 4072 7541 124 - 13 122
Invesimends in associates and J

joind venture 1] 35 - 728 1% 3%3 = 115 %95
Share of associabes” results

._._._.n_ﬂn.u_”__.._.._v ] - {5 {349 - 4 250
Share of joant venbare"s resulis

of operations {550) - = = E {5300

The following table presents segmenis” asseis and labilities as of December 31, 2005:

Assets awd Babilitles

Segment mRsels To4.52] el (aked 148 283 T2 {14],9236) TOE MG
Segnwml |sabalitees 48 852 17,7946 33,307 9,759 (17.943) 91,771

37 Segment information

PIF’s reporting format is business segments as PIF’s risks and rates of return are affected predominantly by differences in the products and services provided. Business segments are trade and transportation,
real estate investment, energy, tourism, in addition to the investment sector. The following table presents revenue and profit information and certain assets and liabilities information regarding PIF’s business

segments for the year ended December 31, 2016:

LS. 5 (Mh's
Iervesimeni Trade and Real estate
gty ATRESPOTEM 0 AV EEETETL T ivariam Energy Taual

Revenmies

Exiernal revenuss T 149 01,928 10,733 8274 - - X0 0E1
Ieaer-sepment {elhimmnated ) - - k1 ] - - (1 1=1] -
Tanal revenees T 149 201 925 12,251 H274 - (515} 214051
u_._.W: _.m_.s__._.._ _unm?.._ua 19151 12,748 P2 i1 ET4) {&54)] - 41,317

—— ——— —— | — —— —— ————

kil o

Depreciabon af p iy, plane

ane] equigmeEnt e 4 541 1 3%8 2] e 1,744 i =
Capaal expendinen 03 T 4. 73 10, P63 423 10 =
Ievestsments an assodales and

J0imt ventures 117,128 1,365 I Tda 13,174 5 Tl -
Share of nszocises” resulie

al aperations 530 2X7 [55) {5TR] {1027 -
Share of jont venhare”s resulis

of operations {19} = ; {214) s =

The following table presemts segments® asseis and |abiliies as of December 31, 2016:

NS aseEts TN sl 125 2859 141, 218 LM bk 100 380 [ 234 475

B 24

Sepmanl habilives 25456 24,525 18426 15482 2641 {41 B0T)

140,723
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38. Commitments

- PIF may be exposed to liabilities associated with the liquidation of some non-operating companies of which the ownership was transferred
from the shareholder to PIF.

- On July 25, 2007, PIF entered into partnership with the Overseas Private Investment Corporation (OPIC) and the Middle East Investment Ini-
tiative (MEII) to create its Loan Guarantee Facility (LGF), that aims to support the Palestinian private sector by providing guarantees for loans
to small-and medium-size enterprises (SME’s) throughout Palestine. PIF may be obligated to pay the guaranteed amount in case of default of
the loans. As of December 31, 2016, total loans granted by local banks under this agreement amounted to U.S. $ 10.8 million. PIF’s share of
total guarantee provided against these loans was U.S. $ 2.4 million.

- During 2006, PIF signed a memorandum of understanding with the Palestinian Authority, represented by Palestinian Land Authority, to allow
PIF to develop and establish its investment projects on the Saraya Gaza land —located in the center of Gaza and which was used as a security
forces headquarter — and on another plot of land in Gaza Strip on which currently the Zahrat Al Madaen Village Bungalows was built. In re-
turn, PIF agreed to build a new building to serve as a security forces headquarter in place of the one in Saraya, and to construct a building that
substitutes for the one on the Zahrat Al Madaen land currently being used for presidential purposes. The land has not been recorded in PIF’s
accounting records, since the terms of the agreements were not yet executed.

- PIF and its subsidiaries appear as a defendant in a number of lawsuits in the Palestinian courts which amounted to U.S. $ 6,133,000 as of
December 31, 2016. PIF’s management and legal counsels believe that provisions made against these litigations are sufficient.

- During 2014, the Swiss Chambers’ Arbitration Institution in Switzerland notified the Palestinian Commercial Services Company (currently
Sanad Construction Industries) (the company) of a request for arbitration filed by CAP Holding AG (Claimant) against the company and the
Palestinian Authority (the PA). The Claimant claims a total amount of USD 1.45 billion plus interest of 5% p.a. and reimbursement of all
costs incurred for the arbitration against the company and the PA jointly and severally. On Augest 2, 2016, the arbitral tribunal issued its final
award (the Award) in the Arbitration and dismissed CAP’s claim against PIF and the Palestinian Authority (PA). Moreover, the arbitral tribunal
ordered CAP to reimburse PIF and the PA for legal fees and other costs. Subsequently, CAP filed an appeal against the Award with the Swiss
Federal Supreme Court (Appeal). In the Appeal, CAP requested that the Award be vacated and that the dispute be resubmitted to Arbitration.
According to the legal counsel, the Company requested to dismiss the Appeal in their entirety, since they are not based on a legal merit and
accordingly, no provision for this legal case is required in the consolidated financial statements. PIF is currently working with its legal coun-
sellors on taking the necessary legal actions.

39. Concentration of risk in geographic area
PIF and most of its subsidiaries are carrying out their activities in Palestine, in which the political and economic situations are not stable.
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40. Effect of adopting IFRS (9) and other adjustments on previous years
The following table reconciles the carrying amounts under IAS 39 to the carrying amounts under IFRS 9 on transition to IFRS 9 on January
1, 2016:

1AS X9 IFRS %
CANTYINg K- Re- CATVING
armunt classafigsn M AALUTETISER] ArTHHIE
L5 5 (WW1°s
&,  Asailable fer sale invesinieats
Beginning balance 21T 098 . X7 0
Ta FYOC] — Equaty - {1 7608 [ 176 G0E)
Ta FVTPL -Equaly - {60 2THE | - {50 40
Ending balance .
B, Finaacial asscis hebid io natueiiy
HBeginning balance 14,776 14,776
To financwl assets af amortized cost - 14,776} . {14, 776N
Ending balance =
C. Fi fal fred
From financial asseis held o mafuriny 14,776 . 14.TT6
R e-mensure mem E [} [E}]
|'JH,||:|].| I lasig 14,773
0. Coranted Loans
Bepmming balange 11,776 - - 1.7
He-mensuge e . {5,604) TEXCIEN]
Ending balance B.IT2
E. Financial asscis af FY OO0
Fromm svalablde for sale myvesimenis - 1 T 150 - 176 508
Re-measuremsml - - BRI AR
Ending balance 177 480
F. Femancial aasets af By TPL
Fromn available for sale imvesimenis (60 400 ik 450
Ending balancs il M)
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- The following table demonstrates the original measurement under IAS 39 and the current measurement under IFRS 9 as at January 1, 2016: The effect on consolidated income statement for the year ended December 31, 2015:
Measurensen! calepory Value LIS § iHl"s
IAS 30 IFRS 9 LAS 34 IFRS % Decensber 31, Jamuary 1,
LS. 5 000's 2015 2015
Financi Currena linbiliises T hER 6,357
Iny estmant in shane Asailsble for sale Fimancials assets Met ffect on equity THEE 6,357
ans] pogtliales eI @ PO | 76,6065 17T A8%
Investment m shane Asailable for sale Fisanculs asscts The effect on consolidated income statemsent Ffor the year ended December 31, 2015;
arl portiolics imvesimesils at FYTFL G0 450 401, 4590 1.5 5
Financial assets at 005
Investmant in bonds Held 1o matunty amortized cost 14,776 14,773 -
Fanancial assets at Ohbser expenses 1,331
Ciramied boans Granted Losns mortized oot 11,776 172

Somme of the consolidsed fnancial siatemenis figunes as at December 31, 3005 have been neclassifed
o comform with the presentation of the current year, excepl for the restsements here above, the
reclassificaons do nid alffect the previous years” profils or aqualy,

- The following tables demonstrate the effect of adopting IFRS (9) and other restatements on the retained earnings, fair value reserve and other
reserves as at January 1, 2016 and January 1, 2015:
« Effect of adopting IFRS (9) on the retained earnings, fair value reserve and other reserves:

L5 % 0ia's
Retmined Fair value
CArTngEs e
[Balance at January 1, 2016 — Bebare adgustment B, 660 15, X0

Reclassification of revaluaiion gaies from (hir vales reserve 1o

retained earnings as a result of reclaszifying imvesiments

prevroushy classahed &8 avanlable-for-sale investnscnts actording

0 JAS 30 o financial assets through profit or loss in sccordance

wilhi IFES @ {4,747} 4,747
Reclassificaion of mpaEenl loss on investmsengs snill owned by

PIF on the date of applying IFRS %, swhich PIF has recorded in

Previius years as impaimient kosses on available Tor sabe

investmenis 4 885 {4 BRS)
Re=messurement of soms: mvesimenis clzsified as financial

assets through OC1 according 1o IFR5 9 . BRI
Recognition of expected credit loss under IFRS ¥ related 1o

granted loans amd other debt instruments {3607 -
Mon-controlling interest share of adpustments el
Effect of classifications on statutory asd voduniany reserves [REe] =
Balance as af January 1. 20106 afler &djusanscns 28,915 l?ﬁ

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * *
* e * e * e .0 .. .o .o * e * e * e * e * e * e * e * e .o * e .. .. .. .o .. * e * e * e * e .o * e * e .o ..
000 000 000 00 000 00 000 000 OO0 00 000 000 000 00 000 00 000 000 000 000 00 000 000 000 000 000 000 00 00C0 000 00 000
DO + Vo + Vo D000 D000 000000000 00 0W e 00 0We006eWe006eW0e0606eW000606000606060006060000606060006060600060606000060eF0006eF000eT0000 DO L0000 00N 00L + Vo - * + Vo D000 *
@ 0 6 6 6 0 0 6 6 0 0 0 0GP LCLCCLLLLLLELLLELELELELELELELELELELLELELELEELEELELPEEPEGPOGPEGLELPELPEGPEGPEGPEGPELPTGPGPGPGPTGPTCPTGPTCPGDPTCDPTCPTCP PP 0 0000000000 000000000000 00 00 ¢ 0 00 0 ¢ 0 0 000 0 00 0060 000600600 00 000 00000000000 00000000000 000000 0000000006000 0206060200602 06020200000000000000000000000000000e0

*






B O OB O B OB OB w3 OB OB o B O oW o O/ W o % X

¢ 3% B 0 B O o % B O O B O OB O ;OB O o B M| o B

www.pif.ps



