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APIC

Letter From The Chairman

My Fellow Shareholders,

The year 2011 was full of accomplishments and challenges alike. On the top line, the Arab
Palestinian Investment Company (APIC) sustained an impressive growth trajectory, with
gross revenues increasing from $326,859,722 in 2010 to $390,411,576 in 2011, keeping
the company on track to reach its ambitious vision of $1 billion in revenues by 2020.
However, net results were disappointing due to both internal and extraneous factors,

which have offset this year’s overall performance.

Throughout the past year, APIC’s executive management team worked to realize a substantial milestone for the companys;
in February 2012, APIC successfully issued a $20 million bond offering in Palestine that was oversubscribed by leading
financial and investment institutions. This form of structural debt will free up a significant portion of the company’s cash
flow to be used to further enhance investments in strategic subsidiaries as well as open the door for new growth opportunities.

The top two performing subsidiaries in APIC’s portfolio, Unipal General Trading Company and Medical Supplies and
Services (MSS), achieved double-digit growth and continue to set new benchmarks in sales and profitability.

Another major accomplishment this year was the acquisition by Siniora Food Industries of the competitive brand and
manufacturing assets of UNIUM, which has solidified the company’s market dominance in Jordan and elsewhere. However,
due to the haphazard regulatory environment in Algeria, Siniora’s local branch continued to underperform, thus forcing
the company to cease its operations in the country at a financial cost of nearly $1.4 million. Furthermore, Siniora’s launch
of direct activities in Saudi Arabia was delayed for six months. The losses incurred by Siniora in Saudi Arabia and Algeria
contributed to a bottom line negative effect of close to $2 million, despite positive trends in sales growth.

Arab Palestinian Shopping Centers (Plaza), the group’s retail arm, faced steep financial losses this year that were due to
serious management issues and lack of strategic planning, requiring APIC to initiate a top-tier management change and
implement a comprehensive and closely supervised remedial recovery plan.

Facing challenges from a new competitor, the Palestinian Automobile Company (PAC) was under tremendous pressure
to reduce its prices, resulting in lower than expected revenues in the first three quarters. The market situation has since
reversed and PAC is once again the leading car distributor in Palestine.

In partnership with Procter & Gamble, in early 2011, APIC launched its Central and West Africa distribution business,
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Unipal CWA, based in Douala, Cameroon. The start-up did not perform as expected, losing around $2.6 million in its first
year of operations. With a new and aggressive restructuring plan in place, Unipal CWA is now set to move forward in this
promising market, which covers eight countries in a region populated by over 110 million people.

One of APIC’s biggest challenges today is the lack of payment by the Palestinian government, which through its various
ministries and institutions, 1s a customer of many of its subsidiaries. The company is working with the government to
find a solution as the numbers have been quite substantial, exceeding $15 million at various points in the last year. So far,

Palestinian officials continue to be cooperative and I am confident this issue will be resolved.

Despite this year’s significant setbacks, APIC grew and was profitable. Net income was a disappointing $1,983,181 versus
$5,454,112 in 2010. Shareholder equity grew from $54,239,264 in 2010 to $56,271,914 in 2011, and the number of
employees increased to 1,082. Our total assets were $198,084,744 compared to $192,045,445 last year.

It is extremely important to note that while the consolidated net results of APIC suffered a setback in 2011, the fact is that,
on the whole, the company’s subsidiaries continue to perform exceedingly well. In addition, most of the lost income in
2011 was directly due to start-up costs and non-recurring elements. APIC’s top line remains healthy and the company looks
forward to reaping the results in the future.

As we look towards 2012, T am confident that we have laid the groundwork for a more prosperous future for APIC, with
many of the difficulties encountered either behind us or being remedied. We are forging ahead to meet our performance
targets and increase shareholder value while constantly cultivating an organizational structure that is sound, transparent

and profitable.

As always, APIC continues to engage the communities in Palestine and Jordan by supporting various institutions and
initiatives both financially and through the time and effort of its employees.

I thank you, our sharcholders, for your constant support and unwavering belief in this institution, which has spurred a

positive and lasting impact in its main target market, Palestine. I would like to also extend my appreciation to our greatest
asset, our employees, who continue to serve this company with unparalleled dedication and professionalism.

Kindest Regards,
Tarek O. Aggad
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Management Team

Vision And Mission

Vision

To provide superior products and services of quality and value, leaving a positive and lasting impact in the market. As a
result, consumers will reward our capital investments with market command, allowing our employees, our investors and
the communities in which we work to prosper.

Mission

To achieve business and financial success by investing in market-leading companies, thereby elevating the community
through resource, talent and economic development.

* Provide superior quality products and services

* Employ capable and experienced personnel and ensure that they are equipped with opportunities for growth and
improvement

¢ Continuously apply efficient work systems to all aspects of the business cycle
* Maintain a solid financial base that drives further growth

¢ Partner with key stakeholders in the region to effect real change in the Palestinian community
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Listing Bonds

APIC’s Successful Bond Issue

On January 31, 2012, APIC successfully closed the subscription process for its $15 million bond issue that was privately
offered to Palestinian and regional institutional investors. Due to high demand, total subscriptions exceeded the initial
issue size of $15 million by 36.7 percent, prompting the company to close the final issue at $20 million.

APIC’s bond issue, the second in Palestine’s history, will support the financing of the group’s strategic five-year
expansionary and organic growth plan in Palestine and abroad. The capital raised in this issue will bolster the financial
structure of the company in terms of the maturity of its obligations, the lower cost of its debt and cash flow enhancement.

The bonds represent collateralized senior debt with a guaranteed coverage ratio of 125 percent, a fixed coupon rate of
5.5 percent for the first 30 months and a floating coupon rate of six-month LIBOR+ with a margin of 2.5 percent for
the remaining 30 months.

Furthermore, the bonds are structured with a bullet repayment of the principle after five years from the issue date, with
a call option of principle installments in excess of $1 million any time after the second period of the semi-annual interest
payment.

Subscribers to APIC bonds were Cairo Amman Bank (Palestine and Jordan), Bank of Palestine (Palestine), Al Rafah
Microfinance Bank (Palestine), Union Bank (Jordan), Investbank (Jordan), Aswaq Investment Portfolio Company (a
subsidiary of Palestine Investment Fund - Jordan and Palestine) and Quds Bank (Palestine).

Finally, the custodian and receiving bank for the issue is Cairo Amman Bank (Palestine) and the appointed issue trustee
1s Al-Wasata Securities Company, a subsidiary of Bank of Palestine.
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Billion-Dollar V:

One billion ooooooo't
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APIC
Billion-Dollar Vision On Track In 2011

With an unwavering vision for growth, APIC aims to achieve §1 billion in gross revenues within a decade. Although
ambitious, requiring an annual growth rate of 16 percent until 2020, the $1 billion target is a challenging organizational
goal, one that APIC believes it can meet. Not just a rhetorical objective, the billion-dollar benchmark is a sustained
strategy that will strengthen the company’s fundamentals. As a parent company to a growing family of businesses, APIC
intends to achieve this target by promoting synergy among its subsidiaries while establishing the essential conditions for
the success of each company and the group as a whole.

$400,000,000

$338,000,000
$274,000,000
$237,000,000
$169,000,000

$127,000,000
$106,000,000

Sales in US Dollars
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APIC

Beyond The Marketplace: Corporate Social Responsibility

At APIC, corporate social responsibility (CGSR) is a company-wide strategic priority, radiating from the belief in the
importance of building trust, value and respect with the company’s customers, business partners and employees beyond
the marketplace. Toward this end, APIC and its subsidiaries take seriously each opportunity to positively interact with
the communities in which they operate through active participation with charities, educational institutions and in public
events.

In 2011, APIC had the honor to contribute $75,000 to Bethlehem University for an APIC Endowed Scholarship that
will provide financial assistance to selected students. In addition, each year, APIC awards a full four-year scholarship to
a Jordanian or Palestinian university to one of its employee’s children who obtains the highest score on the tawjihi exam.

As it has since 2007, APIC continued to support Injaz-Palestine through donations and volunteer efforts from many of
its employees. Moreover, APIC is pleased to note that Ali Aggad, APIC’s COO, was elected chairman of the board for
Injaz-Palestine. APIC also participated in a special needs employment day, supported by Ruwwad Palestinian Youth

Empowerment Project, which focuses on people with special needs.

This year, PAC was the diamond sponsor of a marathon in Ramallah to support people with disabilities in the
Palestinian community and donated $60,000 to the Yasmine Charity for Special Needs, while Siniora Food Industries
donated JD25,000 to the Amman-based King Hussein Cancer Foundation.

Also this year, NAPCO was the platinum sponsor for Buildex 2011, where it participated in outfitting a model house
filled with products made in Palestine. Furthermore, NAPCO contributed to renovating mosques, classrooms and
homes of underprivileged families throughout Palestine.

APIC firmly believes in the promotion of CSR by providing its employees with dynamic, safe and challenging work
environments. As part of its corporate incentive program, APIC has created the CEO Award, worth $30,000, given to
three exceptional employees who have demonstrated creativity and innovation.
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Internal Culture

Strength of Efforts

Internal Culture

APIC

Building an internal culture that motivates and rewards performance and integrity in a complex business environment demands
high governance standards. APIC’s commitment to a culture of integrity begins with an independent and experienced board of
directors and a carefully selected management team with a mandate to continuously bring out the best in its employees. With
team spirit, the company has developed value-driven policies and procedures to guide everyday interactions and its vision.

APIC’s internal culture can be best described using the following four dimensions:

The Values

APIC’s cultural values rest on the belief that all employees
are equally important, differing only in their level of
responsibilities and commitment to the team. The
company values and rewards those with self-motivation
and leadership who challenge their capabilities and think
outside the box, transforming obstacles into opportunities.

The Structure

The foundation of APIC is built on its people, and to
empower them is an investment in the company. APIC
believes that the motivation for promotion comes from
within the individual and should be fostered by the
company’s practices and values. The company’s decision-
making structure is one that embraces consulting and
sharing, enabling each individual to be fully engaged and
acknowledged.

Annual Report 2011

The Incentives

While stable employee performances are valued, within
APIC forward thinkers are given additional incentives and
are promoted based on their leadership characteristics and
outstanding performances.

The People

APIC encourages efficiency and knowledge in its people.
The company creates a vision by setting tangible goals,
which are fulfilled through harmony and team unity in a
suitable working environment. APIC’s corporate values are
based upon team spirit and cooperation between different
departments and subsidiaries, capitalizing and benefiting
from the experiences of all team members. Those values are
divided into three categories:

* The Power of Minds: Innovation, thinking and problem

solving
* The Power of People: Leadership and teamwork
* The Power of Agility: Discipline and flexibility
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APIC Subsidiaries

Siniora Food Industries

Jordan

King Abdullah IT Industrial Estate Sahab
PO. Box 191

Amman 11512 Jordan

Tel: +962 6 402 3772

Fax: +962 6 402 3773

www.siniorafood.com

Palestine

Bethany, Palestine

PO. Box 132

Tel: +970 2 279 6804

Fax: +970 2 279 9088
Algeria

12 Qadoora w Rhaim Street
Husain Y

Algeria, Algeria

Tel: +213 55 405 7529
Saudi Arabia

West Rabwa, Fatima Al-Zahraa’
P.O. Box 225

Riyadh 11451

Tel: +966 1 476 7911

Fax: +966 1 476 7895

National Aluminum And Profile

Company - NAPCO
PO. Box 178

Nablus, Palestine

Tel: +972 9 234 7222

Fax: +972 9 234 7616

E-mail: napco@napco.ps

WWW.napco.ps

Medical Supplies And Services -
MSS

Ghanem Building Industrial Zone
P.O. Box 1909

Ramallah, Palestine

Tel: +972 2 295 9373

Fax: +972 2295 9375

E-mail: info@msspal.com
www.msspal.com
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Unipal General Trading Company

P.O. Box 2190

Ramallah, Palestine

Tel: +972 2 298 1060

Fax: +972 2 298 1065
E-mail: info@unipalgt.com
www.unipalgt.com

Unipal Central and West Africa

Rue du Général Léman
PO. Box 2765, Akwa
Douala, Cameroon
Tel: +237 33 42 75 33
Fax: +237 33 42 75 34

Palestine Automobile Company Ltd -
Hyundai (PAC)

PO. Box 1919

Ramallah, Palestine

Tel: +972 2 295 3943
Fax: +972 2 298 0662
E-mail: pac@pac-pal.com
www.hyundai.ps

The Arab Palestinian Shopping
Centers Company PLC - Plaza
PO. Box 4185

Al Bireh, Palestine

Tel: +972 2 242 8581

Fax: +972 2 242 8582

E-mail: info@plaza.com
www.bravosupermarket.ps

Sky Advertising, Public Relations
And Event Management

PO. Box 4159

Al-Bireh, Palestine

Tel: +972 2 298 6878
Fax: +972 2 298 6879
E-mail: info@sky-adv.com
www.sky.ps
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Siniora Food Industries

Siniora Food Industries experienced a year of considerable growth and expansion due to unprecedented sales,
particularly in the Jordanian and Palestinian markets. The most significant achievement was the acquisition of the assets
and trademark UNIUM, one of Jordan’s oldest and most popular luncheon meat brands. The addition of UNIUM
products to Siniora’s portfolio generated a 50 percent rise in the sales volume of prime cold cuts and luncheon meats,
positioning the company for a record increase in sales of 29 percent to reach $34.6 million in 2011, with net profits in
Jordan and Palestine exceeding expectations.

After a six-month interruption in sales, Siniora passed all legal requirements and obtained authorization from the Saudi
Food and Drug Authority to continue to sell its products under its new name directly through the company’s commercial
branch in the Kingdom of Saudi Arabia. In an unfortunate development this year, Siniora ceased its operations and sales
as well as disposed of its stock in Algeria after repeated attempts to negotiate fairer terms on the imposition of unforeseen
changes to the customs and tariff laws failed, which lengthened procedures on the clearance of products and imposed a
30 percent tax on imports. Despite these setbacks, which amounted to $1.4 million in gross losses, Siniora’s net loss did
not exceed $250,000 for both markets.

Looking forward, Siniora is confident that it will retain its position as one of the leading and fastest growing companies
in the regional food industry by expanding its presence at home as well as building out its export base in existing
and additional target markets. Leading the way are Siniora’s in-house product developers, who rely on their intrinsic
knowledge of the market and back it with solid research and analysis to create new products that understand customer
preferences, tastes and needs. Siniora constantly advances the technical and managerial qualifications of its employees
through focused training workshops.

Siniora Food Industries also continued to support the local community’s economic and social development through its
participation in a wide variety of corporate social responsibility activities and events.

The company, as always, recognizes the efforts of its staff, whose work brings continued progress and prosperity.

Majdi Sharif
Chief Executive Officer
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Aluminum of Palestine

Manufacturing

National Aluminum And Profiles Company - NAPCO

On target with its five-year improvement plan, in 2011 NAPCO witnessed new sales and production records, approaching
5,000 metric tons, which represents a 23 percent growth compared to the previous year. These results were achieved due
to increasing market demand as well as the clear and effective evolution of the company’s capacity to meet its long-term
operational goals.

On November 30, 2011, NAPCO shares officially opened for trading on the Palestine Stock Exchange, affirming the
confidence of existing shareholders in the company’s strong market standing and future potential. To further enhance
equity and strategic capital reserves, NAPCO restructured its bank facilities to gain financial momentum at this critical
growth juncture.

This year, the company launched an innovative aluminum and accessories systems called NAPCO+, which largely
contributed to the record production and sales numbers. Supported by a professional package of engineering services,
NAPCO+ products scored the highest grade certificates from the Standards Institution of Israel (SII) and the Royal
Scientific Society (RSS) of Jordan.

NAPCO implemented several key advancements to its production and recoveries systems, which integrate the latest
technologies into the existing plant and allow for significant cost-cutting measures. Most notably, the company installed
a new billet heating system, reconfigured and upgraded the extrusion press plant, which will be fully operational in
January 2012, and commissioned a state-of-the-art thermal break assembling line.

On the managerial and technical levels, NAPCO optimized its quality validation and verification techniques for all work
aspects starting from profile quality, safety work environment and human factors to surrounding environment quality,
manufacturing processes and aluminum systems. These efforts were recognized when NAPCO obtained the OHSAS
18000 international certificate for safety management systems.

With all these positive developments, NAPCO 1s committed to staying on course towards maximizing the gains achieved

this year towards the long-term interests in the prosperity of the company.

Anan Anabtawi
General Manager
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Distribution

Medical Supplies And Services - MSS

Two thousand and eleven was another successful year for MSS, with the company’s staff’ once again delivering firm
results in a challenging economy. In the first half of 2011, MSS was impacted by the drop of international prices of
pharmaceuticals. However, in the second part of the year, sales increased dramatically, offsetting the lower price points
that resulted in higher net growth.

Specifically, sales increased by 6 percent, not including the HIN1 contract of 2010, and net income climbed 13 percent
over the previous year.

The company advanced its organization, systems and facilities to better serve its customers. In 2011, MSS upgraded
all its fleet facilities and moved to a modernized 2,800-square-meter warchouse to meet increasing demand. The
pharmaceutical, diagnostics and FMCG divisions are growing and expanding continuously to further strengthen MSS’s
competitive performance and maintain its long-term market outlook and leadership position.

On the whole, the company achieved all of its key strategic objectives as an organization for the year. Working closely
with multinational suppliers, the company will continue growing and providing the best medical products to Palestine,
focusing on improving services to deliver superior value in this vital sector.

MSS recognizes that it is the commitment, hard work and loyalty of its employees are the basis of its strength and the

propeller towards a prosperous future.

Samer Kreitem
General Manager

2]
7]
>
1
n
)
k:
’
-
o
0]
B
()}
Q
:
=¥
=¥
=
0]
o
<
g
e
Q
>

Annual Report 2011 31




UNIPALU U gs

Distribution

Unipal General Trading Company

The year 2011 has been full of accomplishments, with a marked ascent in growth driven by sharp market focus and
operational excellence on all levels. The company achieved its highest growth rates since its establishment, attaining a
new sales record of $251 million, which translates into a 25 percent increase compared to 2010, despite the economic
and market challenges. The company’s strong brands supported by an expansive network of retail outlets and exceptional
customer support services have enabled the company to exceed its goals and targets, retaining its position as the leading
FMCG distributer in Palestine.

Unipal is in the final stages of completing its centralized distribution facility, which is designed in accordance with the
company’s long-term storage horizon of 6,000 pallets and is equipped with state-of-the-art systems and software. The
company has also implemented an enterprise resource planning (ERP) system, the Balanced Scorecard performance
management tool and a mobile sales automation system to optimize business expansion outcomes.

The company’s core values of building capacity and investing in people spurs its continuous efforts to support its
employees in both their professional and personal enrichment through training and development programs that improve
effectiveness and productivity.

Passion and drive for success continue to propel the company’s momentum as a market leader. The aggressive plans in
place to acquire new leading brands, deepen market coverage and enhance direct distribution to reach more customers
and cover new trade channels will assure steady double-digit profitable growth for years to come.

On behalf of the board of directors, Unipal thanks its customers, partners and employees for their continued confidence

and support.

Imad Khoury
General Manager
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Central & West Africa

Distribution

Unipal Central And West Africa (Unipal CWA)

This year, Unipal CWA began operations in Cameroon and distributed Procter & Gamble (P&G) products to the
Democratic Republic of the Congo, Gabon, Republic of the Congo, Chad, the Central African Republic and Equatorial
Guinea. Overall, initial sales were promising, reaching $7.8 million and yielding a 21 percent gross margin, divided
equally between Cameroon and the other six countries.

However, once on the ground, unforeseen obstacles necessitated a radical restructuring of the nascent company’s
internal operations and market strategy. By the third quarter of 2011, APIC quickly and aggressively took action,
making painful lay-oft decisions and readjusting targets and expectations to bring operations back in line. As a result, the
company closed its first year with a loss of $2.6 million; nevertheless, Unipal CWA believes it has now positioned itself
to fully realize the opportunity presented through its commercial partnership with P&G, offering an excellent portfolio
of essential brands to African consumers, who represent a huge untapped market.

Looking forward, Unipal CWA’s 2012 targets are to widen distribution coverage to reach 10,000 points of sale, which
equals 20 percent of the market in Cameroon, establish direct supply chains to large and medium-sized supermarkets
and increase sales with a focus on Gabon. Furthermore, Unipal CWA intends to introduce additional brands from
the P&G portfolio as well as expand operations at the company’s headquarters in Yaoundé, Cameroon. In Unipal
CWA'’s continual quest to build and improve its young organization, it intends to develop extensive in-house training on
communications, sales and customer relations.

(Unipal CWA)
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Distribution

Palestine Automobile Company, Ltd — Hyundai (PAC)

During 2011, PAC continued to assert its prominent market position despite a year full of challenges and difficulties in
the Palestinian automotive sector, including the entry of new competition, a decline in the number of government orders
as well as shipment delays from Hyundai Motor Company (HMC).

Several key developments helped PAC end the year on a very positive note and will propel the company forward in terms
of market reach and profitability. The most notable achievement was the signing of a memorandum of understanding
with Chrysler Corporation to distribute Jeep and Dodge vehicles in Palestine, which is expected go into effect during the
third quarter of 2012. Gaining another edge over our competition, PAC is expanding its Hyundai offerings to include
heavy commercial vehicles in the coming year.

PAC is also excited by the establishment of a new showroom and service center in Gaza that will enhance the company’s
already superior sales and after-sales capacities Building on a reputation for delivering high-quality products, PAC
inaugurated a new showroom and conducted an extensive and effective campaign to promote trade-ins and the sale of
previously owned vehicles throughout the Palestinian market. To adhere to standards set by HMC, PAC renovated its
Ramallah showroom to reflect the company’s global corporate identity.

To effectively implement its “promotion from within” policy, PAC’s management, service and sales teams successfully
participated in multiple local and international training and capacity-building workshops throughout the year.

Stemming from both HMC’s and APIC’s firm belief in the importance of corporate social responsibility, PAC was
the diamond sponsor of the Ramallah marathon to support people with disabilities in the Palestinian community and
donated $60,000 to the Yasmine Charity for Special Needs.

Looking forward, PAC aims to achieve further success through its commitment to deliver outstanding services and
products to meet the needs of the Palestinian market.
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Ayman Sonnoqrot
General Manager
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PLAZA

Shopping Center

Retail
The Arab Palestinian Shopping Centers Company, Plc(Plaza)

Two thousand and eleven was marked by significant challenges, yet Plaza’s sales grew by 14 percent, achieving a record
sales volume that exceeded $28 million. In order to redress cumulative operational and inventory imbalances, the
company’s board of directors decided to close three Bravo branches that were unsuitably located. In addition, Plaza was
negatively affected by financial constraints impacting the Palestinian Authority, leading to delays in reimbursements to
the company from outstanding bids as well as the cost of funding the bids. Consequently, this led to Plaza incurring losses
that exceeded $1.5 million. By mid-year, the company had regained its momentum, particularly in regard to inventory
control by reducing expenses for activities not related to core functions.

o
=
=

Recognizing that customer loyalty is central to sustaining Plaza’s business aspirations, the company kept its focus on

providing outstanding services in all its divisions. To this end, sales incentives were regularly offered and a loyalty
program was initiated in order to reward existing customers and attract new ones to the Bravo chain of supermarkets.
Bravo added extra convenience for its customers by expanding its fresh foods and produce selections, resulting in triple-
figure growth for this sector in 2011.

Shopp

Plaza has continued its commitment to support national products and honor the ongoing boycott of Israeli goods

inian

manufactured in settlements. As part of its corporate social responsibility mission, Plaza has also cooperated with the

Ministry of Social Affairs to provide underprivileged Palestinian families with basic necessities.

With a mandate from the board of directors, the company has put in place a new plan for re-growth and expansion
based on solid, calculated work systems and established business principles. Accordingly, Plaza contracted international
retail consultants who will lend their expertise in further developing the company’s strategic market position as the
premier modern shopping destination in Palestine.

Samer Deik
Acting General Manager

Centers Company, Plc (Plaza)

The Arab Palest
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Services

Sky Advertising, Public Relations And Event Management

Sky for Advertising, Event Management and Public Relations has had an excellent year in terms of building its customer
base, generating revenues and maximizing the efficiency of internal operations. In 2011, sales reached $7.8 compared
to $7.1 million budgeted sales, with a significant increase in the number of new clients from both the public and private
sectors.

A particularly notable achievement was the 90 percent jump in the occupancy rate of billboards during the summer,
in addition to an increase in outdoor advertising spaces, allowing Sky to better satisfy customer demands during peak
seasons. In addition, the company expanded SMS and IVR offerings that provide its clients with a valuable and interactive
tool to reach target audiences. This year, Sky signed a strategic agreement with M&C Saatchi, a notable international
agency, to provide operational support for both Sky’s team and clients. After careful consideration and in line with the

General Manager

)
E company’s larger internal coherence strategy, Sky sold Sama FM, which was negatively affecting the budget.

g In order to better coordinate communications between teams and management, Sky implemented the COM program,
1Y) which will standardize the company’s operations. Sky continued to build on its core commitment to its employees by
g enhancing its in-house training program, which highlights healthy and productive work environments, crisis management
« and leadership skills.
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Palestine Electric Company (PEC)
The sole provider of electricity in the Gaza Strip, the Palestine Electric Company is the
first independent power plant in the Palestinian Territories.

WWwWw.pec.ps

Palestine Power Generating Company

The Palestine Power Generating Company (PPGC) was established in 2010 with the aim
of becoming an independent, reliable and competitively priced source of electrical power
to the Palestinian people.

WWW.ppgc-ps.com
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Total Sales And Assets Of The Group

Profit Indicators
(Thousand US Dollars) M cbitda [ Ebit [ Ebt

16,332

14,148 12,906 T
9,713 10,828 8,886 9,527
I 6560 I I 6524 I 7,285
1i 1 i1 Ris

Number of Employees Il Enmployees
M Sales M Assets P oy e
1,082

(Million US Dollars)

327 390
274 854
237
193 198 720
169 166
133
] l I

NP APIC Share Net and Gross Profit Development
(Thousand US Dollars)

# Net profit
M Gross Profit

(Thousand US Dollars)

5,454
5,379
5,379
45,605
32,897 41,059
20,087
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Independent Auditor’s Report

To the Shareholders —
Arab Palestinian Investment Company (Holding Company) e OI e

British Virgin Islands

Introduction

We have audited the accompanying consolidated financial statements of Arab Palestinian Investment Company (Holding
Company), which comprises of the consolidated statement of financial position as of December 31,2011, and the consolidated
statement of income, consolidated statement of comprehensive income, consolidated statement of changes in owners’ equity
and consolidated statement of cash flows for the year then ended, and a summary of significant accounting policies and other
explanatory information.

Management’s responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
International Financial Reporting Standards, and for such internal control as management determines necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted
our audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the consolidated financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatements of the consolidated financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the Company’s preparation and fair presentation of the consolidated financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated financial position
of Arab Palestinian Investment Company (Holding Company) as of December 31, 2011, and its consolidated financial

performance and its consolidated cash flows for the year then ended in accordance with International Financial Reporting
Standards.

The accompanying consolidated financial statements are a translation of the consolidated financial statements in the Arabic
language to which reference is to be made.

Amman - Jordan Saba & Co.
April 3, 2012
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Arab Palestinian Investment Company
(Holding Company)
British Virgin Islands
Notes To Consolidated Financial Statements

1. General

a. Arab Palestinian Investment Company (Holding Company) was established on September 20, 1994, and registered in the
British Virgin Islands under number (128626), with an authorized capital of USD 100 million divided into 1,000,000 shares
at USD 100 per share.

b. Several amendments were made to the Company’s capital, in which the latest was made on June 2, 2011, where as the paid
up capital of the company was increased in an amount of USD 4,546,309 thus the total paid up capital amounted to USD
50,009,398. The increase was made through capitalizing a part of the retained earnings. An approval was acquired from the
supervising authorities in the British Virgin Islands on December 30, 2011.

c. The Company’s objectives include management of its subsidiary companies; participating in management of other investee
companies; investing in shares, bonds, and securities as well as granting loans, guarantees, and cash funds to its subsidiaries.

d. The Company operates through its main office in Mecca Street, PO. Box 941489 Amman 11194 — Jordan.

e. The General Assembly approved the Company’s consolidated financial statements on April 3, 2012.

2. Basis of Consolidation

1. The Consolidated financial statements incorporate the financial statements of the Company and the subsidiaries controlled
by the Company. Control is achieved whereby the Company has the power to govern the financial and operating policies of
the subsidiaries so as to obtain benefits from their activities. All intra-group transactions, balances, income, and expenses are
eliminated in full.

2. The financial statements of the subsidiary companies are prepared for the same financial year of the Company using the same
accounting policies adopted by the Company. If the accounting policies adopted by the subsidiary companies are different
from those used by the Company, the necessary adjustments to the financial statements of the subsidiary companies are made
so as to comply with the accounting policies used by the Company.

- The consolidated financial statements include the Company’s and the following subsidiaries’ financial statements after
eliminating intercompany balances and transactions:
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December 31, 2011 | December 31, 2010
Paid-up | Equity | Paid-up | Equity | Ownership
Capital Share Capital Share Date
Main Business
USD % USD %
Arab Palestinian Storage Company | 4,500,000 |64/59 ]4,500,000 |64/59 [1997 Management of refrigerated stores
Medical Supplies and Services 1998 Trading in medicine and medical
Company * 3,227,990 |50 3,227,990 |50 supplies
Unipal General Trading Company |4,929,577 [83/69 [4,929,577 [83/69 |1998 General trade
National Aluminum and Profiles . .
Company ** 9,718,310 79/14 9,718,310 79 1995 Manufacturing of aluminum
Palestine Automobile Company 5,600,000 | 100 5,600,000 |100 1998 Trading in cars
Sky Advertising, Publication and -, S
Promotion Company 845068 |100 |s45068 [100 %090 Advertising and publication
Siniora Food Industries Company*** | 17.764.230 | 57/62 | 13,391,286 | 56/99 | 1996 Manufacturing food
Arab Palestinian Shopping Centers Establishing and owning commercial
Company 9,877,240 68/91 9,877,240 68/91 1999 centers
Jericho Natural Mineral Water .
Factory Company 4,803,734 |85 4,803,734 |85 2001 Natural mineral water
Arab Palestinian Spare Parts and .
Vehicles Services Company 190,000 |80 190,000 |80 2008 Trading in cars and spare parts
Central = & ~West  Africa  for}, g9 a58 |5 ; - 2011 General Trading
Commercial Agencies Companies *

28

*

Subsidiaries operational results are unified in the consolidated statement of income from the date of its ownership i.e. the
date in which the company’s actual control is transferred over to the subsidiaries. In addition the operational results for
disposed subsidiaries are unified in the consolidated statement of income up to the date of disposal 1.e. the date in which
the Company loses its control over the subsidiary.

Non-Controlling interest represents the percentage of a subsidiary’s Owner equity not owned by the Company.

All subsidiary companies, excluding Siniora Food Industries Company which operates in Jordan and Central and West
Africa for Commercial Agencies Companies which operates in Cameron have their facilities in the Palestinian National
Authority Territories.

The Company has actual control over the Medical Supplies and Services Company and Central & West Africa for
Commercial Agencies Company through controlling its Management Committee, and consequently, controlling the
Company’s financial and operating policies.

** During the year 2011, the Arab Palestinian Investment Company purchased 9,100 shares of the National Aluminum

and Profiles Company for an amount of USD 8,655. The investment contribution of the Arab Palestinian Investment
Company in National Aluminum and Profiles Company became 72/14% of its capital.

*##* During the year 2011, the Arab Palestinian Investment Company purchased 80,000 shares of Siniora Food Industries

Company for an amount of USD 202,817, the transaction resulted in a good-will amounting to USD 75,663. The
investment contribution of the Arab Palestinian Investment Company in Siniora Food Industries Company became
57/62% of its capital.
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3. Significant Accounting Policies

1. Basis of Preparation of the Consolidated Financial Statements:

- The consolidated financial statements have been prepared in accordance with the standards issued by the International
Accounting Standards Board and interpretations issued by the International Financial Standards Interpretation Committee.

- The reporting currency of the consolidated financial statements of the Company and its subsidiaries is the US Dollar, which
1s also their functional currency.

2. The accounting policies adopted in the preparation of the consolidated financial statements for
this year are consistent with those applied in the year ended December 31, 2010 except for what is
mentioned in note (4a) to the consolidated financial statements.

The following are the most significant accounting policies adopted by the Company:

a. Financial Assets Stated at Fair Value through the Statement of Income

- Financial assets stated at fair value through the statement of income represent investments in companies shares traded in
active markets. The objective of holding these assets is to generate income from the short-term market price fluctuations
or trade profit margin.

- Financial assets at fair value through the statement of income are stated at cost at the date of acquisition and revalued
to their fair values at the fiscal year-end. The gain or loss resulting from the changes in their fair values is taken to the
consolidated statement of income.

b. Available-for-Sale Financial Assets

These represent financial assets which the Company does not intend to classify as financial assets stated at fair value
through the statement of income or hold to maturity.

Available-for-sale investments are stated at cost at the date of acquisition, and revalued to their fair values at the fiscal
year-end. The gain or loss resulting from revaluation is taken to a separate account in the consolidated statement of
comprehensive income and in owners’ equity. When these assets are fully or partially sold, or determined to be impaired,
the income or loss is taken to the consolidated statement of income, including the related amounts previously booked
within owners’ equity. The impairment loss previously recorded in the consolidated statement of income can be recovered
if it becomes objectively evident that the increase in fair value has occurred in a period subsequent to the recording of the
impairment loss. Moreover, the impairment loss in the companies shares is recovered through the cumulative change in
the fair value and for debt instruments through the consolidated statement of income.

Investments in which fair values cannot be reliably measured are stated at cost. If impairment in their value occurs, the
impairment loss is taken to the consolidated statement of income.

c. Investment in Land

Investment in lands is stated at cost while any gains or losses are recognized upon completion of sale and taken to the
consolidated statement of income. Moreover, fair value is disclosed in the consolidated financial statements, and any
impairment in value is taken to the consolidated statement of income.
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d. Inventory h. Goodwill

- Finished goods and work in process are stated at cost or net realizable value, whichever is lower, net of a provision for
expired and slow-moving items. Cost includes: raw materials cost, direct labor and indirect manufacturing costs.

- Raw materials are stated at the lower of cost or net realizable value. Finished goods and work in process are stated
at the lower of cost or net realizable selling price. Cost includes raw materials and the related direct and indirect
manufacturing costs.

- Cars inventory is stated at the lower of cost or net realizable value on the basis of the actual cost of each car. Moreover,

Goodwill is recorded at cost, and represents the excess amount paid to acquire or purchase the investment in a subsidiary
over the Company’s share of the fair value of the net assets of the subsidiary at the acquisition date. Goodwill resulting
from the investment in subsidiary companies is booked as a separate item within intangible assets.

- Goodwiall is distributed over the cash generating unit(s) for the purpose of testing the impairment in its value.

- The value of goodwill is tested on the date of financial statements. Goodwill value is reduced when there is evidence
that it has declined or the recoverable value of the cash generating unit(s) is less than the book value recorded for the

cost consists of all expenses incurred until the inventory reaches the Company’s stores and showrooms or its stores at cash generating unit(s). The decline in value is taken to the consolidated statement of income as an impairment loss.

port (bonded).
- Spare parts inventory is stated at the lower of cost or net realizable value based on the weighted average method. i. Accounts Receivable

Accounts receivable are stated at net realizable value after booking a provision for doubtful debts. The provision is taken in

e. Investments in an Associate Company the consolidated statement of income according to management’s estimates of the recoverable amounts from receivables.

An associate is an entity whereby the Company has significant influence over its financial and operating policies (but does
not control it) and owns between 20% and 50% of its voting rights. Moreover, the Company recognizes its share in the
associate based on the equity method.

j- Bank Interest Revenue and Expenses

Bank interest is taken to the consolidated statement of income using the accrual basis.

f. Sales and Service Revenues k. Provision for Employees End-of-Service Indemnity

Revenue from the sale of goods is recognised when all of the following conditions are satisfied: -, . _— . , - .
- Provision for employees end-of-service indemnity is computed according to the Company’s internal regulations on the

- The Company has transferred to the buyer the significant risks and rewards of ownership of the goods; basis of the basic salary and based on one-month salary for each year of service.

- The Company retains neither continuing managerial involvement to the degree usually associated with ownership nor - End-of-service indemnity paid to terminated employees is recorded in the end-of-service indemnity provision when paid.

effective control over the goods sold; Moreover, the contingent provision booked for the end-of-service indemnity is recorded in the consolidated statement
. . . . . . of income.
- Itis probable that the economic benefits associated with the transaction will flow to the Company; and
- The costs incurred or to be incurred in respect of the transaction can be measured reliably.

1. Income from Investments

Revenue from services is recognized when services are preformed and the related invoices are issued. . . . .
Income from investments is taken to revenues when declared (i.e. upon approval by the General Assembly of the investee

company).
g. Fixed Assets

- Fixed assets are stated at cost. In addition, the lands of the Arab Palestinian Shopping Centers Company; Sky Advertising, m. Income Tax
Publication and Promotion Company; and National Aluminum and Profiles Company (subsidiary company) are stated
at fair value. Fixed assets (except for land) are depreciated according to their useful lives, using the straight-line method
at annual rates ranging from 2% to 25%.

- Income tax expenses represent accrued taxes and deferred taxes.

- Income tax expenses are accounted for on the basis of taxable income. Moreover, taxable income differs from income
. . . declared in the financial statements because the latter includes non-taxable revenue or tax expenses not deductible in
- When the expected recoverable amount of any fixed asset is less than its net book value, the net book value is reduced o penses | .
. . . . . . the current year but deductible in subsequent years, accumulated losses acceptable by the tax authorities, and items not

to the expected recoverable amount, and the impairment loss (if any) is taken to the consolidated statement of income. .
accepted for tax purposes or subject to tax.

- Fixed assets useful lives are reviewed at the end of each year; and if the expected useful life differs from the previous

. . . . . . . - Taxes are calculated on the basis of the tax rates prescribed according to the prevailing laws, regulations, and instructions
estimate, the difference is recorded in subsequent years as a change in accounting estimates.

of the countries where the subsidiary companies operate.

- Deferred taxes are taxes expected to be paid or recovered as a result of the temporary timing differences between the
value of assets or liabilities in the financial statements and the value on the basis of which taxable income is calculated.
Moreover, deferred taxes are calculated based on the liability method in the consolidated statement of financial position
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according to the tax rates expected to be applied upon the settlement of the tax liability or realization of the deferred
tax assets.

- Deferred tax assets and liabilities are reviewed as of the date of the consolidated financial statements, and reduced in
case it is expected that no benefit will arise therefrom, partially or totally.

n. Offsetting

Financial assets and financial liabilities are offset, and the net amount is reflected in the consolidated statement of financial
position only when there are legal rights to offset the recognized amounts, or assets are realized and liabilities settled
simultaneously.

0. Accounting Estimates

Preparation of the consolidated financial statements and application of the accounting policies require the Company’s
management to perform assessments and assumptions that affect the amounts of financial assets and financial liabilities
and to disclose all contingent liabilities. Moreover, these assessments and assumptions affect revenues, expenses, provisions
and the fair value within the statement of comprehensive income and owners’ equity. In particular, this requires the
Company’s management to issue significant judgments and assumptions to assess future cash flow amounts and their timing;
Moreover, the said assessments are necessarily based on assumptions and factors with varying degrees of consideration
and uncertainty. In addition, actual results may differ from assessments due to the changes resulting from the conditions
and circumstances of those assessments in the future.

Management believes that the estimates adopted in the consolidated financial statements are reasonable. The details are
as follows:

- A provision for doubtful debts is taken on the basis and estimates approved by management in conformity with the
requirements of International Financial Reporting Standards (IFRSs).

- The fiscal year is charged with its portion of income tax expenditures in accordance with the regulations, laws, and
International Financial Reporting Standards. Moreover, deferred tax assets and liabilities and the income tax provision
are booked.

Management periodically reassesses the economic useful lives of tangible and intangible assets for the purpose of
calculating annual depreciation and amortization based on the general condition of these assets and the assessment of
their useful economic lives expected in the future. Impairment loss is taken to the consolidated statement of income.

- A provision 1s taken for lawsuits raised against the Company. This provision is subject to an adequate legal study prepared
by the Company’s legal advisor. Moreover, the study highlights potential risks that the Company may encounter in the
future. Such legal assessments are reviewed periodically.

- Management frequently reviews financial assets stated at cost to estimate any decline in their value. Impairment is taken
to the consolidated statement of income for the year.

- TFair value hierarchy: The Company is required to determine and disclose the level in the fair value hierarchy into which
the fair value measurements are categorised in their entirety, segregating fair value measurements in accordance with
the levels defined in IFRS. Differentiating between Level 2 and Level 3 fair value measurements, 1.e., assessing whether
inputs are observable and whether the unobservable inputs are significant, may require judgement and a careful analysis
of the inputs used to measure fair value, including consideration of factors specific to the asset or liability.
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4. Adoption of New and Revised International Financial Reporting Standards (IFRSs)

4.a Standards and Interpretations effective for the current period

The following new and revised IFRSs have also been adopted in the preparation of the Company’s financial statements for which it did
not have any material impact on the amounts and disclosures of the financial statements, however, may affect the accounting for future

transactions or arrangements.

IAS 24 Related Party Disclosures (2009)

Amends the requirements of the previous version of IAS 24 to:
* Provide a partial exemption from related party disclosure requirements for
government-related entities
* Clarify the definition of a related party
* Include an explicit requirement to disclose commitments involving related

parties.

Amendments to IFRS 1 relating to Limited
Exemption from Comparative IFRS 7
Disclosures for First-time Adopters

Provides additional exemption on IFRS transition in relation to IFRS 7 Financial
Instruments: Disclosures, to avoid the potential use of hindsight and to ensure that
first-time adopters are not disadvantaged as compared with current IFRS preparers.

Amendments to IAS 32 Financial Instruments:
Presentation, relating to classification of Rights
Issues

Amends IAS 32 Financial Instruments: Presentation to require a financial instrument
that gives the holder the right to acquire a fixed number of the entity’s own equity
instruments for a fixed amount of any currency to be classified as an equity instrument
if, and only if, the entity offers the financial instrument pro rata to all of its existing
owners of the same class of its own non-derivative equity instruments. Prior to this
amendment, rights issues (rights, options, or warrants) denominated in a currency
other than the functional currency of the issuer were accounted for as derivative

instruments.

Amendments to IFRIC 14: Prepayments of a
Minimum Funding Requirement

Makes limited-application amendments to IFRIC 14 IAS 19 — The Limit on a
Defined Benefit Asset, Minimum Funding Requirements and their Interaction. The
amendments apply when an entity is subject to minimum funding requirements and
makes an early payment of contributions to cover those requirements, permitting the
benefit of such an early payment to be recognized as an asset.

Improvements on IFRSs issued in 2010

The application of Improvements to IFRSs issued in 2010 which amended IFRS
1, IFRS 3, IFRS 7, IAS 1, IAS 27, IAS 32, IAS 34 and IFRIC 13 has not had any
material effect on amounts and disclosures reported in the consolidated financial

statements.

IFRIC 19 Extinguishing Liabilities with Equity
Instruments

Requires the extinguishment of a financial liability by the issue of equity instruments
to be measured at fair value (preferably using the fair value of the equity instruments
issued) with the difference between the fair value of the instrument issued and the
carrying value of the liability extinguished being recognized in profit or loss. The
Interpretation does not apply where the conversion terms were included in the
original contract (such as in the case of convertible debt) or to common control
transactions.
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4.b New and revised IFRSs issued but not yet effective: 5. Cash on Hand and at Banks

This item consists of the following:

The Company has not applied the following new and revised IFRSs that have been issued but are not effective yet:

Effective for annual periods
beginning on or after

Amendments to IAS 12 Income Taxes relating to Deferred Tax: Recovery of Underlying Assets 1 January 2012
7,343,738 7,720,506

Amendments to IAS 32 Financial Statements — Offsetting Financial Assets and Liabilities 1 January 2014

Amendments to IFRS 7 Financial Instruments: Disclosures / Financial Instruments — Transfer o |1 July 2011

Assets 6. Accounts Receivable and Checks under Collection- Net
Amendments to IFRS 7 Financial Instruments: Disclosures — Offsetting Financial Assets and Liabilities | 1 July 2013 This item consists of the following:
IAS 1 Presentation of Financial Statements 1 July 2012
IAS 19 Employee Benefits 1 January 2013
IAS 27 Separate Financial Statements 1 January 2013 55895404 51,631,928
IAS 28 Investments in Associates and Joint Ventures 1 January 2013 52,603,303 45,516,939
IFRS 9 Financial Instruments 1 January 2015 * Checks under collection mature during the year 2012,
IFRS 10 Consolidated Financial Statements 1 January 2013 - The movement on the provision for doubtful debts is as follows:
IFRS 11 Joint Arrangements 1 January 2013
IFRS 12 Disclosures of Interests in Other Entities 1 January 2013
IFRS 13 Fair Value Measurement 1 January 2013
3.292,101 3,114,989
IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine 1 January 2013
- The Company adopts a policy of dealing with only creditworthy counterparties with good market reputation so as to mitigate
the financial losses from defaults. Moreover, the Company takes a provision for receivables not collected for more than 365 days.
The Company’s management anticipate that the adoption of the above Standards and Interpretations in future years will have no Due but not impaired receivables amounted to USD 52.603.303 as of December 31, 2011 (USD 48,516,939 as of December 31,
material impact on the financial statements of the Company in the period of initial application. 2010). The following are the details of due but not impaired receivables:
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* As stated in Note (19), inventory includes mortgaged vehicles in favor of banks against commercial loans.

** The movement on the slow-moving inventory provision is as follows:

52,603,303 48,516,939

449673 348,200

Due and impaired receivables amounted to USD 3,929,101 as of December 31, 2011 (USD 3,114,989 as of December 31, 2010).

8. Financial Assets at Fair Value through the Statement of Income
7. Inventory - Net Thic i s of the followi
This item consists of the following: 1s item consists of the foTowing:

J6,135 45,112

21.395205 23,808,352 9. Other Debit Balances

This item consists of the following:

JD.826,655 31,354,965

30,376,982 31,006,765

37.240,203 38,448,474

12,025,051 12,727,203
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10. Long-term Checks under Collection

This item consists of the following:

013,039 1,190,876
The maturities of long-term checks under collection extends to September 20, 2015.
11. Available-for-Sale Financial Assets
This item consists of the following:
1,536,984 1,503.606
4,518,771 4,387,521
6,057,755 5,591,127

* Most of the shares are mortgaged against bank facilities as stated in Note (19) and include 250,000 shares restricted against the

Board of Directors membership.

12. Investment in Associate Company

This item consists of the following:
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- The investment as of December 31, 2011 and 2010 is stated according to the equity method.

- The financial details for the associate company according to the financial statements are as follows:

13. Investment in Lands

The market value of these plots of land as of December 31, 2011 amounted to USD 1.270.141. Moreover, some of these plots of
land are mortgaged to a number of banks against credit facilities.

During the year 2011, one of the investments lands with a value of USD 680.518 was sold in the amount of USD 791.859, thus
the transaction resulted in a gain of USD 111.341.

14. Intangible Assets

This item consists of the following:

7.865.263 5,572,653

* Additions to goodwill resulted from the Company’s purchase of new shares at a value exceeding the book value of the share in some
of its subsidiaries, whether through acquiring the shares of others or through subscribing in the increase of capitals of some subsidiaries,
after deducting the provision for the impairment in goodwill with the amount of USD 6.934.699 throughout the year and the past years,
the movement on goodwill was as follows:

5,592,842 5,572,653

** This item includes the value of the trademark bought from the Specialty food company for Siniora Food Industries Company
(Subsidiary) and the transfer of ownership fees.
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15. Fixed Assets

a. This item consists of the following:

16. Projects under Construction

APIC

This item represents costs of works relating to constructing and equipping the production facilities and administration offices of the
National Aluminum and Profiles Manufacturing Company (subsidiary company), Siniora Food Industries Company (subsidiary
company) and Unipal for General Trading (subsidiary company) which were not yet completed as of December 31, 2011 and

2010.

The movement on the projects under construction is as follows:

474,071 I MET.5 [T LEMBIS 7RI, 161 SAUE I AE RIS LYTE KA LT
BAUL LG R0z usn 1,230,703 2E1HT 674415 O sl | B i) R LR
SAT4ITI 17,470,445 2,125,044 L3112 A5 M LHIBTTE  PUAZSASI ity 3 [T
B4V T D6, FU0L4TO EITRe LIITARN 62,313 L0940 HIIRIES 2104, 245 B 0] 927
Rl B9L 444 91,787 HOA.500 2002 426854 LD ILAS LASRAT2 EATD6Y
L IR0, 335 3AMNTA 0N PELTE ] 3 RRR I 31,355,700 bl T 2 R

3,716,905

b. Part of the subsidiary companies' fixed assets is mortgaged against bank facilities (Note 19).

c. Part of the subsidiary companies' buildings is constructed on lands leased from others.

d. At the end of the year 2006, Sky Advertising Publication and Promotion Company revalued its external equipment and vehicles.
This resulted in a surplus of USD 591.394 recorded in the revaluation of fixed assets reserve within owners' equity. Furthermore
throught the years, the revaluation of fixed assets reserve has been impaired and recorded in the retained earnings, the most recent

transaction amounted to USD 103.494 during 2011.

e. Arab Palestinian Shopping Centers Company revalued the plot of land owned by the Company, stated it in the financial

statements at its fair value, and recorded the difference in revaluation of USD 3,553,793 as of December 31,2011 and 2010 in

the revaluation reserve within owners' equity.

f. National Aluminum and Profiles Company revalued the plot of land owned by the Company, stated it in the financial statements
at its fair value, and recorded the difference in revaluation of USD 669,525 as of December 31, 2011 and 2010 in the revaluation

of fixed assets reserve within owners' equity.
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1,255,606

This item represents the amounts paid for projects under construction including contractual liabilities of USD 1.483.524 as of

December 31, 2011 (USD 906.469 as of December 31, 2010) which will be settled during the year 2012.

17. Payments for Investment in Subsidiary Company

This item represents prepaid payments to establish Central & West Africa for Commercial Agencies Companies (subsidiary
company) as of December 31, 2010. The Company was registered on February 1, 2011, and its financial statements where unified
in the consolidated financial statements as of December 31, 2011 and the period ended Decmber 31, 2010.

18. Short — term Notes Payable

This item represents notes payable to the following companies:

38,037

148,190
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19. Loans

a. The details of this item are as follows:

APIC

MMATEIT 14.EKE MG 18, 2%, 7% EL 140,11
b. The following schedule shows the necessary information on these loans:
Last Installment Payment
Loan Value Maturity Date Method Guarantee
USD
Bank of Palestine loans / Arab Palestinian 10,000,000  October 14, 2014 20 quarterly ~ Company’s guarantee + first grade mortgage on plot of land No. 203 +
Investment Company (holding company) installments ~ pledging 16/ million of the shares in Arab Palestinian Shopping Centers
Company
Cairo Amman Bank loan/ Arab Palestinian 2,556,338 June 3,2016 10 semi-annual  Pledging 1550 thousand of the shares in Arab Palestinian Shopping
Investment Company (holding company) installments Centers Company+ pledging 440 thousand of the shares in Bank of
Palestine Limited Company + pledging 36/ million of the shares in the
Palestinian Electricity Company + mortgage for the value of JD 1.2
million
Bank of Jordan loan / Siniora Food 423,000 March 4, 2012 One payment  Guarantee of Arab Palestinian Investment Company (holding company)
Industries Company + endorsment of part of the factory’s insurance policy to the bank
Audi Bank loan / Siniora Food Industries 635,000  January 30, 2012 One payment  Guarantee of Arab Palestinian Investment Company (holding company)
Company
Bank of Palestine loan / Siniora Food 5,000,000 During 2015 17 quarterly ~ Guarantee of Arab Palestinian Investment Company (holding company)
Industries Company installments ~ + hypothecation of machinery and equipment to be purchased +
assignment of insurance compensations on fire
accident
Cairo Amman Bank loan/ Siniora Food 9,000,000 During 2017 20 quarterly ~ Company’s guarantee + mortgage on factory land + hypothecation of
Industries Company installments ~ machinery and equipment + assignment of insurance compensations in

the Bank’s favor.
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Jordan Invest Bank loans / Siniora Food
Industries Company

Jordan Ahli Bank loans / National
Aluminum and Profiles Company

Arab Islamic Bank loan / National
Aluminum and Profiles Company

Cairo Amman Bank loans / Palestinian
Automobile Company

Rafah Bank loans / Palestine Automobile
Company

Egyptian Arab Land Bank loan / Palestine
Automobile Company

Al Quds Bank loan / Palestine Automobile
Company

Arab Islamic Bank loan / Arab Palestinian
Shopping Centers Company

Palestinian Commercial Bank loan / Arab
Palestinian Shopping Centers Company

The Housing Bank for Trade and Finance
loans / Arab  Palestinian Shopping
Centers Company

Al Quds Bank loan / Arab Palestinian
Shopping Centers Company

Jordan Ahli Bank loans / Palestinian
Automobile Company

Jordan Kuwait Bank / Palestinian
Automobile Company

Cairo Amman Bank Loans / National
Aluminum and Profile Company

Bank of Palestine loans/ National
Aluminium and Profiles Company

423,000

2,500,000

600,000

1,400,000

3,000,000

1,774,002

3,500,000

500,000

3,000,000

3,000,000

1,200,000

910,000

500,000

848,000

456,000

500,000

2,500,000

600,000

800,000

1,500,000

300,000

2,000,000

March 15, 2012

During 2012

During 2015

During 2017

July 6, 2012

During 2013

During 2013

During 2014

During 2012

During 2012

During 2012

During 2016

February, 2015

During 2014

May 1, 2015

During 2016

During 2012

During 2012

During 2012

During 2012

During 2012

During 2017

Installments
within 6
months

Quarterly

Quarterly

Quarterly

8 monthly
installments

Quarterly

Quarterly

36 monthly
installments

12 monthly
installments

3 installments

12 monthly
installments

Annually

48 monthly
installments

48 monthly
installments

48 monthly
installments

60 monthly
installments

12 monthly
installments

36 monthly
Installments

12 monthly
installments

12 monthly
Installments

Quarterly

Quarterly

Guarantee of Siniora Food Industries Company

Guarantee of Arab Palestinian Investment Company (holding company)
+ first mortgage of factory land and building + hypothecation of factory
equipment + assignment of insurnace policy on the factory in the Bank’s
favor

Mortgage of factory land and building + hypothecation of factory
equipment + Comprehensive factory insurance + guarantee of Arab
Palestinian Investment Company (holding company)

Mortgage of factory land and building + hypothecation of factory
equipment + Comprehensive factory insurance + guarantee of Arab
Palestinian Investment Company (holding company)

Company’s guarantee + guarantee of Arab Palestinian Investment
Company (holding company)+ mortgage for the value of JD 761
thousand + hypothecation of factory equipment for the value of USD
367 thousand

Company’s guarantee + guarantee of Arab Palestinian Investment
Company (holding company)

Company’s guarantee + guarantee of Arab Palestinian Investment
Company (holding company)

Mortgage of vehicles and endorsement of the insurance policy to the bank
Guarantee of Arab Palestinian Investment Company (holding company)

Guarantee of Arab Palestinian Investment Company (holding company)
Guarantee of Arab Palestinian Investment Company (holding company)
+ Ministry of Finance transfer to the Bank

Guarantee of Arab Palestinian Investment Company (holding company)
Guarantee of Arab Palestinian Investment Company (holding Company)
+ cash collateral in an amount of Sheikel 147,000 + USD 1,500

Bank guarantee in an amount of Sheikel 1 million

Guarantee of Arab Palestinian Investment Company (holding company)

Guarantee of Arab Palestinian Investment Company (holding company)
Guarantee of Arab Palestinian Investment Company (holding company)

Guarantee of Arab Palestinian Investment Company + mortgage of to-be-
financed vehicles in the favor of the Bank until the full cash

payment or cheques amounting to 100% of the financing amount
Guarantee of Arab Palestinian Investment Company (holding company)

Guarantee of the Company and Arab Palestinian Investment Company
(holding company)

Guarantee of the Company and Arab Palestinian Investment Company
(holding company)

Mortgage of 2.2 million of the Company’s shares in Arab Palestinian
Shopping Centers Plaza

- The average interest rates on the loans granted to the Arab Palestinian Investment Company (holding company) and its subsidiary companies are as follows:

Jordanian Dinar 8%
US Dollar

LIBOR + 1.5% - LIBOR + 3%

- In the subsequent period during 2012, the loans of Bank of Palestine and Cairo Amman Bank granted to Arab Palestinian Company and Palestinian
Automobile Company were paid through the issuance of loan bonds with nominal value of USD 15 million.
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8,778,960

10,077,369

wing

This item consists of the follo

20. Other Credit Balances

21. Postdated Checks

APIC

wing

s item consists of the follo

T

s)saxajuy SUI[[OIIUON) - UON *TT

7.079.048

4998114

- The maturities of postdated checks extend to June 30, 2012.
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b. The following schedule shows the necessary information about creditor banks:

_ Nature of Credit I

Owerdraft

Overdrdt +

Overdraft

Overdrafi + Letta

e

Overdradt

Chveririfi

Uieril

Overdrift

Overdnft

Credil Facilities

Celing

Shetnel | ST Cusarunt stries Compny

wond Al Palestiniisn e sy ol comipeiny

Sheikel 3N

ul Ar

LS S0, 000 Guara

ez of Siniora Food Industies Company

and Arab Palestingion Investinert Comg

v haalding conpany

LOSIY SOE I Crunrentes of Siniorn Food Indastae

s e

and Arab Palestinian Investment Company cholding company

Chverdrafl Sheikel LS00000 Guarites of Simtor Food ndastres Coo
and Arah Palestinnn Investment Compeay Cholding company
Chverdrafl Sheikel LS00000 Guarites of Simtor Food ndastres Coo

Civerdrafi

Overdraft

+ Letters

Tiers of e

Overdraft

Crverdrfl

of credil

< of aredit

trers of eredit

Crverndrft + Letiers

Crverdraft

and Arab Palestiman Investment Company halding company

el Arab Palsstinaen Tnvsstiment Compueny (Raldin g compny

Shiise] 4,000,000 vestment
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Sk 1 300,000 rab Palestinizn Inve: i1 Const

(Elolding Con

Sheigel 3000000 Guarantee of Arab Palestmian Investment Company « Holding Company

USD 150,000 Guaranies of Arad Palestinian Investment Company {Halding Company 1+
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24. Provision for End-of-Service Indemnity

This item consists of end-of-service indemnity provision balances in the following companies:

5,290,604

4,935,159

The movement on the end-of-service indemnity provision is as follows:

5,290,604

4,935,159
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25. Revaluation of Fixed Assets Reserve
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* Arab Palestinian Shopping Centers Company e a2z dez g8
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In its meeting held on April 17, 2006, the General Assembly of the Company approved the revaluation of the plot of land owned g 2825 3 2
. . . . . . ) = ol Wy L = = == wy
by the Company and its presentation in the financial statements at fair value. The land was revalued by two licensed real estate g€ & g=E = - g
assessors at a price ranging from USD 480 to USD 500 per square meter. Accordingly, the Board of Directors resolved to adopt i
75% of the lower assessed value. The revaluation difference is shown in the revaluation reserve account within owners’ equity at
USD 1,771,313, = 2o S E8ZEs . EE
EEsrzddgyrIs %3
According to International Financial Reporting Standards, the plot of land has been revalued as of December 31, 2008, as the E R ogleg na = 2 - = !
. . . T & E e 2 =
price per meter was revalued from USD 660 to USD 680. Moreover, 90% of the lower valuation was taken and the accounting B oz =
treatment was effected according to IAS (8), whereby the difference amounting to USD 592,299 was recorded in the consolidated -
statement of changes in owners’ equity. The revaluation difference as of the date of the financial statements stated in owners’ £ 2 g - = 2 g =
equity amounted to USD 3,553,793. Additionally, the Company reassessed the value of the plot of land as of December 31, 2010 gl 2 @ ; R = i
. . . = = W ~ 5 & = G2 ] i
with no change in the fair value as of that date. a e e = - =
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** Sky Advertising, Publication and Promotion Company %‘ %‘) g
In its extraordinary meeting held on December 31, 2006, the General Assembly of the Company approved the Board of Directors’ ) E o
resolutiontorevaluefixedassetsrepresentingexternal postersandvehicles. Therevaluation conducted byanindependentandapproved -E % 4 £
expert resulted in a surplus of USD 591,394 registered in a separate item within owners’ equity. Moreover, at the end of the year 8 “; = 3 32
.. .. . - = & o o
2006, Sky Gompany sold those assets to “Propaganda, Advertising and Publication Company”, (subsidiary company). The amounts w S = g g =z 2
resulting from the sale transaction have been eliminated from the consolidated financial statements of Sky Company and its subsidiary. g « & B g & £
During the years 2010, 2009,2008 and 2007, the revaluation reserve of fixed assets used by the Company wasreduced by USD 103,494 'é " S £ 3 . & & E 3
USD 116,496, USD 116,496, USD 116,496 and USD 138,412, representing the annual depreciation expense of these assets = E 2 E 5 § g g o ;
for the years 2011, 2010, 2009, 2008 and 2007, respectively according to the requirements of International Financial Reporting : g ; g & 8 < E_ < &
Standards. g 3 2 £ 8 83 ¢ EE &
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During the year 2010, the General Assembly of the Company approved the revaluation of the plot of land owned by the Company (3 ﬁ 8 2 £ £ £ £ € § B
. R . . . . . . ol 25 2 £ & <« & <
and its presentation in the financial statements at fair value. The revaluation difference was stated in the revaluation reserve S T = 5 2 =
account in owners’ equity for an amount of USD 669,525. N
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27. General and Administrative Expenses 28. Selling and Distribution Expenses
This item consists of the following: This item consists of the following:

11,506,646 7,569,033

S ) 29. Gains from Available-for-Sale Financial Assets:
25,384,203 21,508,882 This item consists of the following:

416,665 494,492
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30. Other Expenses - Net

This item consists of the following:

B. Income Tax Provision

The movement on the income tax provision is as follows:

(603,324)  (507.882)

2,379,035 2,454,983

31. Income Tax — Subsidiary Companies
A-Deferred Tax Assets

This item consists of the following:

C. Income Tax expense

The income tax shown in the statement of income represents the following:

1,731,871 1,830,650

- The Arab Palestinian Investment Company (holding company) has concluded a final settlement with the Income Tax Department
up to the end of the year 2009 and submitted a tax approval form for the year 2010 and no verdict has been issued yet.

-The following schedule shows the tax status of the subsidiary companies:

6. 481.677

1,019,881

2,653,388 K 115184 1,077,270 896,697

- Deferred tax assets for some subsidiary companies have not been booked as they are immaterial and management is uncertain to

benefit from them in the future. These subsidiaries are:

Sky Advertisement, Publicity and Promotion Company, Palestinian Automobile company, Arab Palestinian Storage Company,

Jericho Natural Mineral Water Factory and Central & West Africa for Commercial Agencies.

The movement on deferred tax assets is as follows:

1,077,270 896,697
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The following subsidiaries have submitted tax approval forms for the year 2010 and paid its tax dues:

Medical Supplies and Services Company
National Aluminum and Profiles Company
Palestine Automobiles Company

Arab Palestinian Shopping Centers Company

A e

Siniora Food Industries Company (Palestine).

32. Contractual and Contingent Liabilities

As of the statement of financial position date, the Company was contingently liable for the following:

33. Segmental Analysis

APIC

a. The following is information on the Company’s business sectors according to activities:

8710110 35,140,879 1,753,808 501,240 40,106,043 41,640,737
11,716,185 25,863,867 T15.911 - 38,295,963 31,000,301
(3.0006.075) 9.277.012 1,037,897 (3,593,782) 3,715,052 7.284,762
(3,057,847) 7,686,261 948,549 (3,593,782) 1,983,181  55454,112
75,508,809 105939373 4832153 11,804,319 198,084,744 192,045,445
37,576,824 71,339,723 2269200 10,309,765 121,495,512 117,635,751
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b. The following is the geographical information of the Company’s operations:

All the subsidiary companies are situated in the Palestinian National Authority territory except those in the

below schedule:
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34. Lawsuits 35. Fair Value Hierarchy
a. Siniora Food Industries Company The table below analyzes financial instruments carried at fair value by the valuation method. The different
There is a lawsuits against Siniora Food Industries Company in the amount of JD 8,191. In the opinion of the Company’s lawyer levels have been defined as follows:
and its management, no obligations shall arise against the Company therefrom. - Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities;
Moreover, there are claims by the Income and Sales Tax Department for JD 764,493 relating to years 2007 and 2008. These - Level 2: inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly
claims have been appealed, and the related lawsuits are still pending before the Income Tax Court of Appeal and Income Tax (i.e. as prices) or indirectly (i.e. derived from prices);

Court of First Instance. In the opinion of the Company’s management and its tax consultant, the provisions taken are adequate to

R . - Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).
meect any liabilities that may arise therefrom.

b. Arab Palestinian Shopping Centers Company

There is a lawsuits against Arab Palestinian Shopping Centers Company in the amount of JD 6,770, representing labor claims. In
the opinion of the Company’s lawyer and its management, no obligations shall arise against the Company therefrom.

c. Jericho Natural Mineral Water Factory Company

During the year 2008, the shareholder owning 15% of the Company’s capital “Ahli Group Insurance Company” raised a lawsuit o o o
against Mr. Ali Al-Aqqad himself and against him as the chairman of Jericho Natural Mineral Water Factory Company and 1,575,119 4,518,771 = 6,093,890
against the Arab Palestinian Investment Company (APIC) as a shareholder and a board member in Jerico Natural Mineral Factory
Company, represented by Mr. Tarek Omar AL-Aqqad, claiming compensation for JD 511,598, representing the plaintift’s shares
in the Company’s capital. Moreover, the plaintiff objected against the Company’s management which incurred losses as well as
against its previous sale contract of the Company’s assets.

On December 6, 2011 a verdict was issued to dismiss the case, in which the prosecutor appealed the verdict in the specialty court,
thus the lawyer is still following up on the appeal.

In the opinion of the Company’s management and its lawyer, the Company stands on solid ground regarding this case as the
resolution objected to has been documented and is available at the Companies Controller’s Office.

d. Unipal General Trading Company

. . . . . . 5493 L IBT.5 - 5,936,894
There are several lawsuits against Arab Palestinian Shopping Centers Company in the amount of USD 72,937, representing labor RSEOTS EBEDLSE] Sl

claims. In the opinion of the Company’s lawyer and its management, no obligations shall arise against the CGompany therefrom.

e. Sky Advertising, Publication and Promotion Company

There is a claim by the Income and Tax Deparatment amounting to USD 248,518 in respect to the year 2005, the claim was
appealed and is still under consideration by the court. In the opinion of the Company’s management and lawyer, it 1s difficult to
predict the outcome of the case in this stage, and there is no need to provide any amount for it in the current stage.
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36. Related Parties Balances and Transactions The following table shows the ratio of liabilities to equity as of December 31, 2011 and 2010:

a. Below are the details Related Parties Balances and Transactions:

263,305 34,760

3,609,109 31877

91,619,222 90,553,467

121,495,512 117,635,751
76,589,232 74,901,611

159 % 157 %

b. The salaries, bonuses, and other benefits of the executive management of the holding company and its subsidiaries amounted
to USD 2.709.145 for the year 2011 (USD 2,983,977 for the year 2010).

37. Risk Management

a. Capital Risk Management

The Company manages its capital to ensure its ability to continue as a going concern and to maximize the return to stakeholders
through achieving an optimal balance between equity and debts. Moreover, the Company manages and adjusts capital based on
the changes in the economic conditions. The Company has increased its paid-up capital during 2011 by USD 4,546,309 to become
USD 50,009,398. In addition, the capital is revised on a continuous basis upon the Board of Directors recommendations and the
approval of the Company’s General Assembly.
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b. Liquidity Risk

Liquidity risk, also referred to as funding risk, is the risk that the Company will encounter difficulty in raising funds to meet
its commitments. Moreover, the Company manages liquidity risk through maintaining adequate reserves, banks facilities and
continuously monitoring forecast and actual cash flows, and matches the maturities of financial assets with financial liabilities.
Moreover, part of the Company’s funds is invested in balances at banks, trading financial assets, accounts receivable and checks
under collection which are readily available to fulfill the requirements of short — and medium — term funding and liquidity
management.

c. Credit Risk

Credit risk refers to the risk that the counterparty will default on its contractual obligations resulting in financial loss to the Company.
The Company has adopted a policy of dealing with only creditworthy counterparties and obtaining adequate guarantees, as
appropriate, to mitigate the risk of financial loss from defaults.

The Company’s financial assets which consist mainly of accounts receivable, cheques under collection and cash and cash equivalents
do not represent significant concentrations of credit risk in addition the debtors are spread widely among clients classifications
and their geographic areas. Moreover, the Company maintains a strict credit policy by monitoring the credit limit for each client
individually.
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d. Foreign Currency Risk
Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates.

The Company’s major foreign currency transactions are denominated in Jordanian Dinar, Shekel and Euro. The carrying amounts
of the Company’s foreign currency denominated monetary assets and monetary liabilities at the statement of financial position
date are as follows:

The sensitivity analysis of the accounts exposed to foreign currency exchange risk according to currency for the years 2011 and
2010 that impacts the statement of income and owners’ equity is as follows:

Management believes that there is no risk associated with the U.S. Dollar since the Jordanian Dinar is pegged to the U.S. Dollar.
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e. Interest Rate Risk
Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market interest rates.

The Company manages its exposure to interest rate risk continuously and reassesses the various options such as refinancing,
renewal of the current position, and alternative financing,

The sensitivity analysis below has been determined based on the exposure to interest rate risk for banks borrowings at the balance
sheet date. The analysis is prepared assuming that the amount of the liability outstanding at the statement of financial position date
was outstanding for the whole year. An increase or decrease amounting to 1% is used which represents management’s assessment
of the probable and acceptable change in market interest rate:

f. Shares Prices Risk

Shares prices risk is the result of the change in the shares fair value. The Company manages this risk by diversifying its portfolio
into different geographical areas and economic sectors. Most of the investments owned by the Company are not listed in financial
markets. The below sensitivity analysis refers to the investments listed on the Palestinian Stock Market.

g. Occupation and Sovereignty Risks

Occupation and Sovereignty risks are the risks to which the Palestinian Authority Territories (PATS) are exposed due to acts
of invasion and violence stemming from the prevailing circumstances in those territories. These acts are coupled with curfew
measures and suspension of work. Most of the operations of the subsidiary companies of Arab Palestinian Investment Company
(holding company) are conducted in those territories, and therefore, are exposed to those risks.
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The subsidiary companies of Arab Palestinian Investment Company (holding company) and their managements work to mitigate

those risks to reduce the related financial risks through distributing the entities, stores, and distribution channels all over the NOTES
Palestinian Authority Territories. All of the PATs subsidiary companies are covered by insurance policies against all types of risks.

38. Earnings per Share for the Company’s Shareholders

- The weighted average number of shares for the year 2010 has been adjusted to become USD 50,009,398 in accordance to IAS
(33) whereas the company have capitalized its retained earning without any actual cash payments.

39. Comparative Number

Comparative numbers have been adjusted in order to combine the financial statements, whereas Unipal and Central and west
Africa Companies have been combined since their establishment dated September 7, 2010 and up to December 31, 2010 with
comparative numbers for the year 2010, thus resulting in an increase of the expenses in the amount of USD 491,517 and lowering
the profits and owners equity (retained earnings) as of December 31, 2010 with the same amount.

40. Subsequent events

On January 31, 2012 debt bonds were issued with a nominal value of USD 15 Million and a period of 5 years, which matures on
January 31, 2017, with a constant interest rate for the first 30 months amounting to 5.5% annually, and a fluctuating interest rate
(differs every 6 months) +LIBOR in addition to a 2.5% margin. The liquidity from the debt bond issuance was used to settle the

loans of Palestine Bank and Amman Cairo Bank on behalf of Arab Palestine Investment Company and Palestine Automobiles
Company.
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