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Report on review of interim condensed consolidated financial statements
To the Board of Directors of Palestine Development and Investment Limited (PADICO)

Introduction

We have reviewed the accompanying interim condensed consolidated financial
statements of Palestine Development and Investment Limited (PADICO) as at March
31, 2009 which comprise the interim consolidated statement of financial position as
at March 31, 2009 and the related interim consolidated income statement, the
interim consolidated statement of comprehensive income, the interim consolidated
statement of changes in equity and the interim consolidated cash flow statement for
the three-month period then ended and explanatory notes.

The Board of Directors is responsible for the preparation and presentation of these
interim condensed consolidated financial statements in accordance with International
Financial Reporting Standard IAS 34 Interim Financial Reporting (IAS 34). Our
responsibility is to express a conclusion on these interim condensed consolidated
financial statements based on our review.

Scope of review

Except for the effect of the matters described in the basis of qualification, we
conducted our review in accordance with International Standard on Review
Engagements 2410 "Review of Interim Financial Information Performed by the
Independent Auditor of the Entity". A review of interim financial information consists
of making inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International
Standards on Auditing and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.

Basis of qualification

Some of PADICO s subsidiaries do not prepare quarterly financial statements that are
reviewed by the independent auditors of these companies. Therefore, PADICO
prepared its interim condensed consolidated financial statements based on interim
financial statements that are not reviewed. Total assets and revenues of those
subsidiaries, whose financial statements were not reviewed, represent 31.92% and
19% of the total assets and revenues of PADICO's consolidated financial statements.
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As depicted in note (9), comparative figures were not presented in the interim
consolidated income statement, interim consolidated statement of comprehensive
income, interim consolidated statement of changes in equity and interim consolidated
cash flow statement for the three-month period ended March 31, 2008 as these
interim condensed consolidated financial statements are the first to be issued for a
three-month period ended March 31.

Conclusion

Based on our review, except for the effect of the matters described in the basis of
gualification, nothing has come to our attention that causes us to believe that the
accompanying interim condensed financial statements are not prepared, in all
material respects, in accordance with |IAS 34.
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Palestine Development and Investment Limited (PADICO)

INTERIM CONSOLIDATED STATEMENT OF FINANCIAL POSITION
March 31, 2009

(U.S $000's)
March December
31,2009 31,2008
Unaudited Audited
Notes U.S.$S U.S.$S
Assets
Non-Current Assets
Property, plant and equipment 38,251 33,430
Intangible assets 11,908 3,980
Investment properties 43,062 15,889
Projects in progress 56,162 5,726
Investment in associates 279,041 330,857
Available-for-sale financial assets 69,171 66,341
497,595 456,223
Current Assets
Inventories 4,611 3,937
Accounts receivable and other current assets 26,468 9,087
Financial assets held for trading 21,283 25,486
Loans to associates and sister companies 20,829 20,657
Cash and cash equivalents 21,526 20,720
94,717 79,887
Total Assets 592,312 536,110
Equity and Liabilities
Equity attributable to equity holders of the parent
Paid-in share capital 250,000 250,000
Share premium 16,932 16,932
Treasury shares (2,291) (1,974)
Statutory reserve 4 15,795 15,795
Voluntary reserve 1,594 1,594
Cumulative changes in fair value (10,780) (7,895)
Foreign currency translation 257 1,047
Retained earnings 69,275 71,522
Proposed dividends 5 15,000 -
355,782 347,021
Non controlling interest 68,493 38,124
Total Equity 424,275 385,145
Non-current Liabilities
Long-term loans 98,251 83,372
Deferred revenues 1,961 -
Provision for employees’ indemnity 2,263 1,313
Deferred tax liability 846 -
103,321 84,685
Current Liabilities
Short-term loans and borrowings 42,889 46,519
Accounts and notes payable 5,770 3,846
Other liabilities 16,057 15,915
64,716 66,280
Total Liabilities 168,037 150,965
Total Equity and Liabilities 592,312 536,110

The attached notes 1 to 9 form part of these interim condensed consolidated financial statements.
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Palestine Development and Investment Limited (PADICO)

INTERIM CONSOLIDATED INCOME STATEMENT
For the three-month period ended March 31, 2009
(U.S $000's)

Revenues
Operating income
Loss from financial assets portfolios

Gain from sale of investments in an associate
Share of associates’ results of operations

Interest revenues
Gain from business combination of a subsidiary
Other

Expenses

Operating expenses

General and administrative expenses
Finance costs

Depreciation and Amortization

Profit before income tax

Income tax expense
Profit for the period

Attributable to:
Shareholders of PADICO

Non-controlling interest

Basic and diluted earnings per share attributable
to shareholders of the parent

Notes

For the three
months ended
March 31, 2009

(Unaudited)

us.s$

6,085
(339)

371
8,305

226
6,145
974

21,767

3,679
3,085
1,601

518

8,883

12,884
(33)

12,851

12,753
98

12,851

0.051

The attached notes 1 to 9 form part of these interim condensed consolidated financial statements.
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Palestine Development and Investment Limited (PADICO)

INTERIM CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the three-month period ended March 31, 2009

(U.S $000's)
For the three
months ended
March 31, 2009
(Unaudited)
u.s.sS
Profit for the period 12,851
Other comprehensive income
Net losses on available-for-sale investments 4,212)
Exchange differences on translation of foreign currencies (975)
Other comprehensive income for the period (5,187)
Total comprehensive income for the period 7,664
Attributable to:
Shareholders of PADICO 9,078
Non-controlling interest (1,414)
7,664
Basic and diluted earnings per share attributable to
shareholders of the parent 0.036

The attached notes 1 to 9 form part of these interim condensed consolidated financial statements.
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Palestine Development and Investment Limited (PADICO)

INTERIM CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the three-month period ended March 31, 2009

(U.S.$000's)

Balance at January 1, 2009

Total Comprehensive income

Proposed dividends (note 5)

Treasury shares

Change in Non controlling
interest

Balance at March 31, 2009
(Unaudited)

Equity attributable to equity holders of the parent

Paid-in Cumulative Foreign Non

share Share Treasury Statutory Voluntary changesin currency Retained Proposed controlling Total
capital premium shares reserve reserve fair value translation earnings dividends Total interest equity
u.s.$ us.sS us.sS us.sS us.s$ us.s$ Us.sS Us.sS us.sS us.sS us.sS us.s

250,000 16,932 (1,974) 15,795 1,594 (7,895) 1,047 71,522 347,021 38,124 385,145

- - - - (2,885) (790) 12,753 9,078 (1,414) 7,664

- - (15,000) 15,000 - - -

317) - (317) 317)

31,783 31,783

250,000 16,932 (2,291) 15,795 1,594 (10,780) 257 69,275 15,000 355,782 68,493 424,275

The attached notes 1 to 9 form part of these interim condensed consolidated financial statements.
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Palestine Development and Investment Limited (PADICO)

INTRIM CONSOLIDATED CASH FLOW STATEMENT
For the three-month period ended March 31, 2009
(U.S.$000's)

Operating Activities

Profit before income tax

Adjustments for:

Depreciation and amortization

Share of associates’ results of operations
Loss from financial assets portfolios

Accrued interest income

Gain from sale of investments in an associate
Gain from business combination of a subsidiary
Provision for severance pay and vacations
Provisions and other non cash items

Working capital adjustments:

Accounts receivable and other current assets
Inventories

Change in trading investment portfolio
Accounts and notes payable

Other liabilities

Finance costs

Net cash flow from operating activities

Investing Activities

Change in available-for-sale investment portfolio
Purchase of investments in associates

Sale of investments in associates

Purchase of property, plant and equipment

Projects in progress

Cash flow from business combination of a subsidiary
Purchase of investments in subsidiaries

Dividends received

Net cash used in investing activities

Financing activities

Treasury shares

Proceeds from long term loans
Finance cost paid

Net cash used in financing activities

Decrease in cash and cash equivalents
Foreign exchange difference

Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

The attached notes 1 to 9 form part of these interim condensed consolidated financial statements.

For the
three
months
ended March
31, 2009

Unaudited

Uus.s

12,884

773

(8,305)
339
(171)
(371)
(6,145)
224
197

(575)

3,675
486
8,980
2,577
(7,775)
1,601

3,815

1,733
(563)
1,169
(335)
(1,926)
2,041
(18,181)
12,893

(3,169

(317)
333
(833)

(817)

(171)
or7
20,720

21,526
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Palestine Development and Investment Limited (PADICO)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2009

1. Corporate Information

Palestine Development and Investment Limited (PADICO) was incorporated on October
14, 1993 under the Liberian Off Shore Business Corporation Act.

The main objectives of PADICO are to develop and encourage investment in various
sectors including industrial, real estate, tourism and housing, and to provide technical
and consultancy services through the establishment of companies, joint ventures and
associations with other companies.

The interim condensed consolidated financial statements of PADICO for the period
ended March 31, 2009 were authorized for issuance by the Board of Directors on
April 30, 2009

2. Accounting Policies

The interim condensed consolidated financial statements for the three-month period
ended March 31, 2009 have been prepared in accordance with |IAS 34 Interim
Financial Reporting.

The interim condensed consolidated financial statements comprise the financial
statements of PADICO and its subsidiaries as at March 31, 2009.

The interim condensed consolidated financial statements do not include all information
and disclosures required in the annual financial statements, and should be read in
conjunction with PADICO's annual financial statements as at December 31, 2008. The
results for the three-month period ended March 31, 2009 are not necessarily
indicative of the results that may be expected for the financial year ending December
31, 2009.

Changes in significant accounting policies

The accounting policies used in the preparation of the interim condensed consolidated
financial statements are consistent with those used in the preparation of the annual
consolidated financial statements for the year ended December 31, 2008, except as
noted below. During the period, PADICO has adopted the following standards effective
for the annual periods beginning on or after January 1, 2009.

IAS 1 ‘Presentation of Financial Statements’ (Revised):

The revised standard requires changes in equity arising from transactions with owners
in their capacity as owners (ie. owner changes in income) to be presented in the
statement of changes in equity. All other changes in equity (i.e. non-owner changes in
equity) are required to be presented separately in a performance statement
(consolidated statement of comprehensive income).




IFRS 8 '‘Operating segments’:

The new standard which replaced IAS 14 ‘Segment reporting’ requires a ‘management
approach’ under which segment information is presented on the same basis as that
used for internal reporting purposes.

PADICO has early adopted IFRS 3 (R) ‘Business combination’ (Revised)

The revised standard was issued in January 2008 and become effective for financial
years beginning on or after July 1, 2009. The standard introduces a number of
changes in the accounting for business combinations that impact the amount of
goodwill recognized and reported results in the period in which an acquisition occurs,
and future reported results.

3. Business Combination

On February 12, 2009, PADICO purchased 16 million shares of Palestine Real-Estate
Company (PRICO), therefore; PADICO's percentage of ownership in PRICO increased
from %37.75 to %70.87. PADICO gained control over PRICO’s financial and operating
policies, and accordingly PRICO's financial statements were consolidated with PADICO.
PRICO contributed U.S. $ 215,000 to PADICO's profit for the period from February 12,
2009 to March 31, 2009.

As a result of the increase in PADICO's ownership in PRICO, PADICO's direct and
indirect ownership in Al-Mashtal Tourism Investments Company (Al-Mashtal) increased
from %32.59 to %60.65, therefore; PADICO gained control over Al-Mashtal's financial
and operating policies, and accordingly Al-Mashtal's financial statements were
consolidated with PADICO.

PADICO accounted for the business combinations of PRICO and Al-Mashtal
provisionally, as the fair value to be assigned to PADICO's identifiable assets, liabilities
or contingent liabilities can be determined only provisionally. As a result of the
business combinations, an amount of U.S. $ 6,145,000 was initially recorded as gain
in the consolidated income statement in accordance with IFRS 3 (R). PADICO shall
adjust the preliminary values that were determined retroactivity form the acquisition
date during 12 months period from the acquisition date.

4. Statutory Reserve

As these financial statements represent interim financial information, PADICO did not
appropriate any amounts to the statutory reserve.

5. Proposed Dividends

During the General Assembly's meeting that will be held on May 13, 2009, PADICO's
Board of Directors will propose the distribution of cash dividends of U.S $ 0.06 per
share for the year 2008 totaling U.S. $ 15,000,000.

6. Related Party Transactions

Related parties represent associated companies, major shareholders, directors and
key management personnel of PADICO, and entities controlled, jointly controlled or
significantly influenced by such parties. Pricing policies and terms of these
transactions are approved by PADICO’s Board of Directors.




Balances with related parties included in the interim consolidated statement of
financial position as of March 31, 2009 and December 31, 2008 are as follows:

U.S. $000's
March 31, December
2009 31,2008

Balance sheet items:

Due from associates and sister companies 10,711 2,546
Loans to an associate 20,829 20,657
Loans from banks members in PADICO’s Board

of Directors 87,293 83,476
Customers' investment contracts (associates) 570 2,562

Off balance sheet items:

Letters of guarantee to associates 13,845 13,845
Funds managed on behalf of an associate company 6,086 8,696

Transactions with related parties included in the interim consolidated income
statement for the three-month period ended March 31, 2009 are as follows:

U.S. $000's
March 31,
2009
Revenues
Interest income on loans to an associates 179
Management fees 59
Expenses
Finance costs 857
Key management personnel compensations
Salaries and related benefits 229

7. Commitments and Contingent Liabilities

— During July 2003, PADICO signed an agreement to purchase 350,000 shares
owned by International Finance Corporation (IFC) in Palestine Tourism
Investment Company’s (PTIC) share capital in a five-year period from the date
of the agreement. The shares will be purchased at the par value of U.S. $
494,000. The agreement is not yet executed.

— PADICO signed letters of guarantee for U.S. $ 13,845,000 due to local banks
as collaterals against certain loans granted to sister and associate companies.

— The unpaid balance of PADICO's investment in associates as at March 31, 2009
amounted to U.S. $ 91,200,000.

— Palestine Real-Estate Investment Company (PRICO) commits to pay U.S. $
60,224 as the shore chalets land rent for 49 years started on January 1, 1998
and subject to automatic renewal for another same period.




— PRICO worked during 2000 with other investors on the establishment of the
National Electricity Company Ltd. The company was registered in Palestine with
an authorized capital of U.S. $ 100 million and a par value of U.S. $ 1 per
share. PRICO investment contribution in the company amounted to 500,000
share. As at the date of the financial statements PRICO paid only U.S. $ 5,000
from its total contribution. The National Electricity Company is still in the
registration stage.

— The unpaid share of PRICO in it's associates and subsidiaries’ amounted to U.S.
$ 1,924,000 as of March 31, 2009.

8. Segment Reporting

PADICO's reporting format is business segments as PADICO's risks and rates of return
are affected predominantly by differences in the products and services provided.
Business segments are real estate, manufacturing, tourism, securities market, in
addition to the investment segment.

The following table present revenue and profit information and certain asset and
liability information regarding PADICO's business segments for the three-month period
ended March 31, 2009.

U.S. $000's
Depreciation

Total Total Total Total and Net income
Economic Sectors assets liabilities revenues expenses amortization (loss)
Investment 529,951 184,570 8,143 3,056 28 5,059
Real Estate 207,385 31,386 1,660 1,352 436 (128)
Manufacturing 39,361 6,585 4,461 3,611 245 605
Securities market 12,663 1,670 1,148 618 64 466
Eliminations (197,048) (56,174) 6,355 (494) - 6,849
Consolidated 592,312 168,037 21,767 8,143 773 12,851

9. Comparative figures

These interim condensed consolidated financial statements are the first to be issued
for a three-month period ended March 31. As a result, the comparative figures for the
interim consolidated income statement, the interim consolidated statement of
comprehensive income, the interim consolidated statement of changes in equity and
the interim consolidated cash flow statement for the three-month period ended March
31, 2008 were not presented.




