


 Invitation
40.Noclausetheand1929yearthefor18.NolawCompanytoAccording
oftheArticleofAssociationofBankofPalestinePLC,theBoardofDirectors
ispleasedtoinviteshareholderstoattendOrdinaryGeneralAssemblymeeting
tobeheldatBankofPalestineGeneralManagementHeadOfficeinRamallah,
andatBankofPalestinebuildinginGaza,viavideoconferenceat10:00amon
Friday29/04/2011.

:RecommendationsDirectorsofBoardandAgendaMeetingGeneralOrdinary

.1 DiscusstheBoardofDirectors’Reportandapproveit.

.2 Discussthefinancialstatementsfortheyear2010andapprovethem.

.3 Approvalofauditor’sreportandtheappointmentofanauditorforthe
financialyear2011andappropriatingtheAuditor’sremuneration,or
alternativelyauthorizingtheboardtodoso.

.4 DiscussandapprovetheBoardofDirectorsrecommendationstodistribute
USD20,000,000asstockdividendsfromrealizedprofitstoshareholderson
28thApril2010inproportiontoeachshareholderownershipinpaidcapital.

.5 Dischargethechairmanandmembersoftheboardofdirectorsfortheyear
2010.



ShawaAttaHashimHajLateThe
1960PLCPalestineofBankofFounder
hisdedicatedHe lifetotheserviceofhiscountry
andpeople,stoodfirminthefaceofadversity,and
withcourageanddeterminationlaidthefoundations
forthefirstnationalbankandoneoftoday’sleading
driversofeconomicchangeinPalestine.

ShawaHashimHani.DrLateThe
BoardtheofChairmanPrevious
awasHe truechampionofprofessionalismand
modernization.WewouldnotbePalestine’slargest
and most successful bank without his ardent
dedication,wisdomandvisionwhichguideand
inspireustothisday.
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 Our Mission
anwithinstitutionfinancialleadingabetoseekWe
internationalreach,andtoprovidethehighestquality
servicetoourcustomers.

 Our Vision
 We seek to be an outstanding banking and financial 
institution operating  throughout the region.



5

.sectorbankingPalestinetheofshareourinincreaseprogressiveaachieveTo

.servicesfinancialandbankingqualitycomprehensiveprovideTo

.benefit’clientsourforadvancestechnologicalfinancial&bankingofabreastkeepTo

.communityourofdevelopmentthetocontributeTo

.capabilitiesprofessionalandadministrativeofimprovementconstanttheforworkTo

Our Goal
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2006 2007 2008 2009 2010

AssetsTotal 602,555,348 847,650,800 1,046,832,914 1,283,017,502 1,545,038,022

Deposits’Customers 480,821,032 679,633,662 840,497,297 1,016,683,776 1,251,482,935

ofShareMarket
Customers’Deposits 11.30 % 12.93 % 14.03 % 16.71 % 18.44 %

CapitalUpPaid 36,299,146 59,769,737 81,404,137 100,000,000 100,000,000

FacilitiesCreditNet 260,492,883 243,587,513 285,337,011 343,311,230 545,026,391

ofShareMarket
CreditFacilities

14.32 % 14.84 % 17.61 % 17.26 % 19.19 %

ProfitNet 13,903,924 20,579,398 23,610,956 26,929,168 30,119,469

andInterestNet
CommissionsIncome

30,582,345 35,532,393 48,419,463 52,865,829 61,843,054

Equities’Owners 56,252,148 90,218,428 123,169,873 150,822,464 163,884,250

BranchesofNumber 29 30 32 40 42

EmployeesofNumber 635 695 752 864 943

Key Performance Indicators 2006 – 2010 
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 Board of Directors

ShawaHaniHashim.Mr

BoardtheofChairman

ShahlaAbuMamon.Mr

BoardtheofChairmanVice

1997-LondonCollegeUniversity-EngineeringofBachelor
25/01/1976:BirthofDate
2007:MembershipofDate

Experience

,Technology&OperationsforManagerProjectandPresidentViceAssistant2002-1997 
CitigroupPrivateBank,London-UK.
RegionEastMiddle,BankerPrivateSeniorandPresidentVice2005-2002
CitigroupPrivateBank,Geneva-Switzerland.
&EastMiddlethe,BusinessBankingDevelopingofOfficer&DirectorAssociate2007-2005
Switzerland-Geneva,BankPrivateHSBC-GulftheinPrivateHSBC,AfricaNorth
PLCPalestineofBankofManagerGeneralandChairmanpresentto2007April

Memberships

.Jordan–InvestBankofDirectorsofBoardtheofMember
ViceChairmanoftheBoard,PalestineInstituteforFinancialandBankingStudies
.CompanyDevelopmentandInvestmentEstateRealAbrajofDirectorsofBoardtheofMember
(PIF)FundInvestmentPalestinetheofAssemblyGeneralofMember
UniversityBethlehemofTrusteesofBoardtheofMember
PalestineinOrganizationTradeWorldofGeneralSecretary

1964Egypt-UniversityCairo,DivisionAccounting–CommerceofBachelor
1996-UK,London,UniversityCity,AccountantChartered
15/06/1942:BirthofDate
2002:MembershipofDate

Experience

Libya–Tripoli,GroupCompaniesCommercialandIndustrialofManagerGeneral1982–1971
.Canadaand,Egypt,UKtheinBusinessman2003–1982

Memberships

Palestine–Gaza,Contracting&TradingforCompanyBritishPalestinianThe-BoardtheofChairman
Palestine–Gaza,CompanyTechnologyInformation-BoardtheofChairman
Palestine-AgencyPensionPalestine-DirectorofBoardtheofChairmanVice
Palestine–companyTelecommunicationsPalestine-DirectorsofBoardtheofMember
Palestine-GazaUniversityAl-Azhar-TrusteesofBoardtheofMember
Palestine–CompanyIndustriesFood-DirectorsofBoardtheofMember
Palestine-RamallahPaltrade-CenterTradePalestine-DirectorsofBoardtheofMember

NijmYoussef.Mr

MemberBoard

1967-Egypt,UniversityCairo,AdministrationBusiness-CommerceofBachelor
DateofBirth:28/07/1945
DateofMembership:1989

Memberships

.Palestine-GazaPerfumes&CosmeticsforCompanyNijmofBoardtheofChairman
Palestine-GazaCommerceofChamberPalestinianofDirectorsofBoardtheofMemberpresentto1997
.CouncilNationalPalestiniantheofMemberpresentto1997
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Dr.AwniSkaik

BoardMember

ZimmouReyad.Mr

BoardMember

FarahMaher.Mr

BoardMember

ShawwaFaisal.Mr

BoardMember

1969Egypt-UniversityCairo,SurgeryandMedicineofBachelor
MasterofHeartDiseaseandVascular,CairoUniversity,Egypt1975-
16/06/1946:BirthofDate
DateofMembership:1989

Experience

,DepartmentDiseasesGastroenterologyofHeadDeputy1977-1984
Palestine-GazaHospitalShifaAl
Palestine-GazaHospitalShifaAL,CardiologyofHead2006-1984

1973-Pakistan,UniversityKarachi,PharmacyofBachelor
25/06/1950:BirthofDate
1989:MembershipofDate

Memberships

SocietyPharmaceuticalPalestiniantheofMember


1966Egypt-UniversityCairo,EngineeringCivilofBachelor
21/03/1945:BirthofDate
2002:MembershipofDate

Experience

Kuwait–CompanyGroupContractorsofManagerGeneral1997-1982
Palestine-CompanyContractingInternationaltheofChairmanpresentto1997

Memberships

(BPC)CompanyPharmaceuticalBirzeitofDirectorsofBoardtheofMember
Ramallah-Palestine
Palestine–(AHC)CompanyHotelsArabtheofDirectorsofBoardtheofMember

.1992-USA-UniversityStateMemphis,EngineeringCivilofBachelor
MasterofBusinessAdministration,NorthVirginiaStateUniversity-USA2009-.
20/04/1968:BirthofDate
2003:MembershipofDate

Experience

.CoContracting&TradingGeneralShawaofManagerGeneral

Memberships

Palestine-Gaza.Co–Contracting&TradingGeneralShawaofBoardtheofChairman
Vice-ChairmanoftheBoardoftheMiddleEastPharmaceuticalIndustryCo.-Gaza–Palestine
Palestine–Gaza–.CoAsphalttheforAlamalofVice-Chairman
Palestine-CompanyTelecommunicationMobileWataniyaofDirectorsofBoardtheofMember
MemberoftheBoardofDirectorsofthePalestinianCompanyforElectricity-Gaza-Palestine

of(GeneralSecretary)DirectorsofBoardtheofMember2009-2005

BusinessmenAssociation,Gaza–Palestine
Palestine–Council’ShippersPalestinianofMember2007-2006

Palestine-Ramallah–Center-PaltradeTradePalestinetheofDirectorsofBoardtheofMember
USA-(TBP)SyndicateEngineerstheofMember
Palestine-UnionContractorstheofMember
MemberoftheEngineersSyndicateGaza–Palestine
AssociationBusinessmenPalestiniantheofMember
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 Mr. Tareq Shaka
Board Member
Representing Birzeit 
Pharmaceutical Company

 Dr. Hani Nigim
Board Member

 Bachelor of Business Law, Ohio University Athens - USA 1987
 Date of Birth: 18/02/1964
 Date of Membership: 2010

 Experience

 1987 - 1989 Shaka Drug Store, Nablus - Palestine.
 1989 - 1999 Jerusalem Pharmaceutical Company, Ramallah - Palestine.
 2000 - 2005 Birzeit Pharmaceutical Company, Ramallah - Palestine.
.General Manager of Lotus Financial Investment Ltd., Ramallah - Palestinepresentto2005 

Memberships

  Member of Board of Directors, Lotus Financial Investment Ltd Ramallah - Palestine.
 Member of Board of Directors, Eastern Chemical Company - Palestine
 Member of Board of Directors, Arab Hotels Company (AHC) Ramallah – Palestine
 Member of Board of Directors, Abraj Real Estate Investment Company

 PhD, Mechanical Engineering, Leicester University, Leicester, England - 1981
 Date of Birth: 28/06/1952
 Date of Membership: 2004 

 Experience

 1981 Researcher, Leicester University Leicester, England
 ,Professor, Department of Mechanical Engineeringpresentto1983 
 Birzeit University – Palestine
 1993 – 1998 Dean of Engineering, Birzeit University – Palestine
 2004 Consultant, Planning and Developing, Al- Aqsa University Gaza – Palestine
 2005 President of Al Azhar University Gaza – Palestine
 2006 Coordinator of the higher education project supported by the World Bank 
and the European Union – Palestine
 Visiting Professor, Department of Mechanical Engineering, of many regional and international 
universities and a coordinator of many projects supported by the European Union

Memberships

  1976 Member, Egyptian Syndicate of Engineers
 1977 Member, Gaza Engineering Syndicate, Palestine
 1996 Member of Board of Directors, Palestine Center for Micro-Projects Development, 
     Jerusalem – Palestine.
 1997 Associate Fellow, American Institute of Aeronautics and Astronautics (AIAA)
 2002 Member, Mediterranean Network on Water Reclamation and Reuse, Barcelona - Spain.
 2004 Member of the Board of Trustees, Al Azhar University Gaza – Palestine
 2006 Member of the Board of Trustees, Al-Quds Open University, Jerusalem – Palestine 
 2008 Board Member of Palestine Electricity Holding Company
 2009 Member of Palestine Investment Fund 

 Board of Directors
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 Mr. Mohammed Hirbawi
Board Member

 Mr. John Khoury
Board Member
Nominated by International 
Finance Corporation “IFC” 

 Business Administration Diploma, Community University - Jordan
 Date of Birth: 08/09/1954
 Date of Membership: 2006

 Experience

 ,.Chairman of the Board of Directors, Al Ahlia Carton Copresentto1978 
Hebron - Palestine
 1992 – 2002 Vice Chairman of the Board of Directors, National Carton Industry,   
Nablus – Palestine
 1993 to present, Chairman of the Board of Directors, Paper Industries Co. 
Hebron - Palestine
 1996 topresentChairman of the Board of Directors, Hirbawi Investment & 
International Trading Co., Hebron – Palestine
 2000 topresentChairman of the Board of Directors, Almizan Tower Hotel, 
Hebron – Palestine

Memberships

 1995– 2004 Chairman of the Board of Directors, Palestinian Business Forum, 
Ramallah – Palestine
Chairman of the Board of Directors, Palestine Trade Centerpresentto2005 
Paltrade – Ramallah
 Honorary President of Al Ahli Club, Hebron - Palestine

 Bachelor of Economics and Political Science - Bowdoin College ,USA 1970.
 An intensive management program equivalent to Master of Business Administration 1980.
 Advanced Management Programs 1980 – 1993.
 Date of Birth: 25/06/1949.
Date of Membership: 2010. 
 
 Experience

 1976 – 1979 Director of the Bank of Boston, USA.
1980 – 1981 Assistant Vice President - Bank of Boston, USA. 
1981 – 1985 Vice President and General Manager of Bank of Boston, Nigeria. 
1985 – 1989 Vice President and General Manager of Bank of Boston, Netherlands. 
1989 – 1992 Chairman and General Manager of Bank of Boston, France. 
1992 – 1993 Vice President and General Manager of Bank of Boston, USA.
.Administrative member in Boston Global Partners Companypresentto1993
.Manager of The European Palestinian Credit Guarantee Fund (EPCGF)presentto2005 
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Executive Management

 Mr. Hashim Shawa
General Manager

 Mr. Ihsan Shaushaa
 Assistant General Manager
Chief Treasurer 

 Mr. Hani Nasser
 Assistant General Manager 
for West Bank Branches

 Mr. Khamis Asfour
 Legal Advisor 

 Mr. Salman Qemailah
 Assistant General Manager
Chief Financial Officer

 Mr. Wael Al Sourani
 Assistant General Manager 
for Gaza Strip Branches

 Mr. Alaa` Al-Redwan
 Deputy General Manager 
Chief Operation Officer 

 Mr. Rushdi Ghalayini
 Deputy General Manager
Chief Risk OfficerBachelorofEngineeringUniversity

CollegeLondon-UK1997
25/01/1976:BirthofDate
2007:WorkofDate

-AdministrationBusinessofBachelor
ComputerInformationSystems,
TexasStateUniversity,Texas
UnitedStatesofAmerica1988-.
05/09/1963:BirthofDate
1991:WorkofDate

AdministrationPublicofMaster
andLaw,MarieCurieUniversity,
Poland1993-
12/02/1967:BirthofDate
1994:WorkofDate

Alexandria,LawofBachelor
University,Egypt1975-
29/05/1952:BirthofDate
1979:WorkofDate

inCommerceofBachelor
Accounting,AinShamsUniversity,
Cairo-Egypt1981.
08/07/1958:BirthofDate
1982:WorkofDate

,Chemistry&BiologyofBachelor
Sana’aUniversity,Yemen1993-
07/02/1967:BirthofDate
1995:WorkofDate

Damascus,AccountingofBachelor
University-Syria1992
22/06/1965:BirthofDate
1993:WorkofDate

,ScienceComputerandEconomicsofBachelor
AmericanUniversity,Cairo-Egypt1986
26/05/1962:BirthofDate
1989:WorkofDate
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 Chairman’s
Statement
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As the global financial crisis and its repercussions continue to cast a 
gloom over global and local economies, we are proud to announce 
to our esteemed shareholders yet another year of continous growth 
and prosperity. We have been diligent in evolving our policies of 
risk management and corporate governance to fortify principles of 
transparency and accountability, in addition to adopting new strategies 
for growing our brand. In these turbulent times our belief has never been 
stronger in the need to serve all segments of society and to empower the 
sectors for sustainable growth. With 2011 marking our 50th anniversary, 
we would like to take the opportunity to renew our commitment to this 
belief and look forward to another 50 years of building economic growth.

DearShareholders:

On behalf the Board of Directors and our family at BoP, I have great
pleasuretopresenttoyouour50thAnniversaryannualreportandfinancial
statementsfortheyear2010.

Inthepastyearwehavewitnessedthecontinuationof theglobal financial
crisis, with dire implications for EU economies – notably the bailout of
Greece and Ireland following the credit crisis. Indicators point to more
potential setbacks, leadingmanynations toadopt tighter fiscalpolicies to
avoidfurthermeltdowns.

In themeantime, thePalestinianeconomyrecordeda9.3%growth inGDP
intheyear,2010withbankingsectordeposits reachingUSD6.8billionand
CreditFacilities increasingfromthepreviousyearby23%toreachUSD2.88
billion. In addition, the Palestine Exchange stable, with Al Quds Index
recording only a slight drop by ,0.69% making it one of the most solid
performingoflocalandregionalmarkets.

Inspiteofthesetbacksfacedbytheglobaleconomy,wecontinuetostrive
for growth and development, with BoP achieving promising results: Net
Profitgrewby11.85%in2010toreachUSD30.11million.Inviewofthis,the
Board of Directors has recommended the distribution of USD20 million in
dividends,withtheremainderreservedforanypotentialfinancialrisks.

In addition, BoP has enjoyed renewed customer confidence with deposits
growing to USD1.25 billion, thus increasing our market share to 18.44%
of total customer deposits compared with 16.71% in .2009 It is worthy
to mention here that micro entrepreneurship constitutes the bulk of the
Palestinianeconomy,andBoP’sstrategies forsupportingeconomicgrowth
havebeenandcontinue tobeguidedby this.Wehavebeencommitted to
expandingourbranchnetworkwithemphasisonprovidingaccess to rural
areasaswellasurbancentersofeconomicgrowth.

movesubstantialamarked2010 in thisdirection,withourcreditportfolio
growing to USD545 million in credit facilities (compared with USD343
millionin17,000.(2009loanswithavalueofUSD310millionwereextended
toall levelsofeconomicsectors,raisingourmarketshareofcredit facilities
to19.9%(17.26%in2009).

Inanefforttorespondpromptlytoourclients’needs,wehavebeencareful
tobroadenourreachtoserveseveralsectorssuchastourism,servicesand
housing, inadditiontoestablishingadedicatedunit tosupportthegrowth
of SME’s. Moreover, a new mortgage system was established that will be
activatedin2011.

BoPwitnessedalso2010 introduce thepioneering ‘GreenLoans’program:
designed to enable residents of remote rural areas to invest in renewable
access to energy and resources (solar energy, greywater recycling and
rainwaterharvesting).
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2007 2008 2009 2010

13%

14.42%

16.62%

17.95%

%

BoP Marketshare of Assets 2007 - 2010
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Million$
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electricity & water
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Transport, Storage 
and Communications
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VAT on Imports, net
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Financial Intermediation

FISIM

ActivityEconomicbyAddedValue

20

22

24

26

28

30

2006 2007 2008 2009 2010

23.6%

21.5%

26%

24.5%
23.7%

-60

-50

-40

-30

-20

-10

0

10.

20

30

2006 2007 2008 2009 2010

- 46.4%

- 12.8%

-16.2%

11.6%

-0.69%

%

%

AlQudsIndex:2006-2010

EmploymentRates:2006-2010

On the retail side, we continue to evolve our savings product,
with a move towards better segmentation. Our 2010 savings
campaign entitled “With You At Every Step” – embodying the
message of our brand and celebrating our 50th anniversary –
offered 50 Scholarships to university applicants, a specialized
child savings account, and a reward programme for women
offering BoP shares. We believe that the future lies with the
generationoftoday,andwe lookforwardtofurtherdeveloping
ourservicestoprovidethemwithastableandpromisingfuture.

On another front, our Point of Sale network maintains its
positionasPalestine’s largest,withnotablegrowthininnovative
productssuchasthe“EasyLife”installmentcard,whichprovides
on-the-spotapproval forsmall loansonstaplecommoditiesand
products.Ourcreditanddebitcardbusinesscontinuestoenjoy
excellentgrowthandmarket share,withplans to introduceyet
more innovative electronic transaction services in the coming
years.

Dear shareholders, in a fast changing global economy, no
institution is immune from potential disaster, and we are
extremely proud to have withstood the instabilities witnessed
in the past years by neighboring markets and institutions.
We have made substantial efforts towards fortifying our risk
management and corporate governance policies, most notably
through signing an agreementwithour strategic partner – the
International FinanceCorporation (IFC). Thisagreementhas led
to an aggressive and thorough review of our risk management
andtreasurypolicies, functionsandprocedures;allowingBoPto
respondwiselytoitsgrowthfinanciallyaswellasgeographically,
andtoestablishasolidbaseforsustainablegrowth.

Additionally,ourorganizationalstructurehasbeenaddressed in
viewof theneed for stronger riskmanagement in the financial
sector,inlinewiththebank’snewstrategiesandinlinewiththe
BaselAccords.
BoP also continues to enjoy awards for transactional integrity
andaccuracyfromglobalbankssuchasCitibank,JPMorganand
DeutscheBank.

Last but bynomeans least, was2010 a year notable for BoP’s
investment in the most valuable asset: people. Our 50th
anniversary is an opportune time to affirm BoP’s commitment
towards Corporate Social Responsibility, which has in ,2010
made remarkable contributions in all sectors and regions, and
marksaworthycontinuationofour founders’dedicationtothe
Palestinian people through their plight to grow and prosper
through the toughestof times.Ourdedication to society’swell
being isamatterofeconomicsurvival,andwe look forward to
seeingahealthier,happieranddignifiedPalestineforgeitspath.

Finally, on behalf of myself, the Board of Directors, and our
family at BoP, I would like to express thanks and gratitude to
ourshareholders for their trustandsupport,withoutwhichour
successwouldnothavebeenpossible,andforwhomwerenew
ourcommitmenttoworktirelessly forabetterbank,astronger
communityand foran institution thatwill continue the journey
ofempoweringanddrivingeconomicgrowth.

HashimShawa,
GeneralManagerandChairmanoftheBoard.

GDP
$5.728billion
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القطاع العام

استهلاكية

الصناعة

الخدمات والمرافق العامة

القطاعات

السياحة

المقاولات و تجارة العقارات

الزراعــة

النـقل

الخدمات والمرافق العامة

مالي

التجارة

27% 

22% 

11% 

5% 

2% 

8% 

3% 

0.2 % 

11% 

6% 

4% 

Microfinance الإقراض المتناهي الصغر
أسس بنك فلسطين وحدة متخصصة للإقراض المتناهي الصغر لتوفير التمويل 
اللازم لشريحة واسعة من أصحاب المشاريع المتناهية الصغر. تشير الإحصائيات 
في فلسطين أن أكثر من %90 من الأعمال تصنف أنها متناهية الصغر و مشاريع 

عائلية.  سيوفر هذا التمويل الفرصة للآلاف للحصول على رأس المال العامل 
اللازم لاستمرار و تطوير الأعمال و رفع مستوى المعيشة و خلق فرص العمل. إن 

التمويل المتناهي الصغر أداة فعالة للتنمية الاقتصادية  تهدف إلى الحد من 
الفقر في المجتمع و توفر التمويل اللازم لأصحاب الدخل المحدود الذين يعانون 

من قلة الخدمات المالية بسبب الطرق التقليدية لتقييم المشاريع. إن الإقراض 
المتناهي الصغر يتناغم مع إستراتيجية البنك لتقديم الخدمات المصرفية لكافة 

الأعمال و المناطق خاصة في الريف.

SMEs قروض المشاريع الصغيرة و المتوسطة
لقد ركز البنك على تمويل المشاريع الصغيرة و المتوسطة لما لها من أهمية في 

عملية التنمية الاقتصادية و باعتبارها منطلقا لزيادة الطاقة الانتاجية و 
المساهمة في معالجة مشكلتي الفقر و البطالة. تشكل هذه المشاريع ميدانا 
لتطوير المهارات الإدارية و الفنية و الإنتاجية و التسويقية و تفتتح مجالا أمام 

المبادرات الفردية و التوظيف الذاتي.  قام البنك بتمويل مشاريع لعدة قطاعات 
منها الصناعية و التجارية  و الخدماتية و الزراعية و السياحية و المقاولات. حيث 

إن حوالي %30 من محفظة التسهيلات كانت للمشاريع الصغيرة و المتوسطة 
الحجم. تعمل هذه القروض على دعم كافة الشرائح الاقتصادية مما سيؤثر 

بالإيجاب على نمو الاقتصاد.

المقاولات و تجارة العقارات

النـقل

الخدمات والمرافق العامة

Supporting
Economic Growth
Through financing the sectors and supporting the 
growth of small & medium enterprises
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growth in GDP in Palestine  
in 2010

9.3%

23%

(SME)EnterprisesMediumandSmallforLoans 

continuedBoP,2010In.sustainabilityandgrowtheconomictoessentialiscredittoAccess
itseffortsinfinancingSmallandMediumEnterprises:Theyaretheengineofgrowthin
developingcountriesandemergingmarkets.Theseprojectsencouragethedevelopmentof
managerial,technical,andmarketingskills,aswellassupportingindividualinitiativesand
entrepreneurship.BoPhasfinancedSME’sinseveralindustriesincluding:Industry,commerce,
services,agriculture,tourism,andconstruction.In,2010BoP’screditfacilitiestoSME’s
comprised30%ofthebank’screditfacilitiesportfolio.

 growth in credit facilities in 
Palestine, amounting to 
USD2.88 billion in 2010
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in credit facilities granted by BoP in 2010 to all sectors

Other

Construction 
    & Real Estate

Agriculture

Transportation

Services

Trade

Tourism

0.2%

Financial

30%Retail

Distribution of
Credit Facilities 
Granted to the
Private Sector

Manufatcuring

%6

11%

15%

5%

15.8%

%7
%9

2%

sectortoaccordingfacilitiescreditofDistribution

2010-2006growthIndustry

$ Million

FISIM

Financial Intermediation

Mining, Manufacturing, Water, & Electricity

Construction

Wholesale & Retail Trade

Transport, Storage & Communication

Financial Intermediation

Services

Public Administration & Defense

Domestic Services

Custom Duties

Net VAT on Imports

$545million
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 We believe in providing opportunities for prosperity to all 
members of society, and in supporting the development and 
sustainability of small projects and businesses.

theensuretoneedthebydrivenbeenlonghasstrategyexpansionOur
sustainabilityofeconomicgrowth,byprovidingfinancialservicestoour
clients,wherevertheymaybe.ThePalestinianpeoplehavedemonstrated
remarkableabilitytocreateandinnovate,despitepoliticalturbulence
andwithmodestresources.Wecontinuetostrivetoplayanactiveand
committedroleinsupportingoursociety,andtorenewourcommitment
tothisonour50thanniversary.
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Microfinance

projectsmallofsegmentlargeasupporttoestablishedwasunitmicrofinancespecializedA
owners,whodonothaveaccesstofinancethroughtraditionalbankingchannels.Studies
indicatethatmorethan90%ofbusinessesinPalestineareclassifiedasmicroorfamily
businesses.Thistypeoffinancingwillprovidethousandsofcustomerswithaccesstofinancial
opportunities,whichwillassistbusinessownersindevelopingtheirbusinesses,andthus
raisinglivingstandardsandcreatingjobopportunities.Microfinanceisaneffectivetoolfor
economicdevelopment,andakeydriverincombatingpovertyinthecommunity.
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 We believe that true progress begins with 
social and economic development on a 

community level. This has been our belief 
and commitment since our founding, 
and we have dedicated 5% of our net 

profit to CSR. In 2010 alone, BoP’s CSR 
budget reached around USD1.5 million, 

and covered the following sectors: Youth, 
sports, education, health, arts, culture, 
tourism, and other humanitarian work.
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القطاع العام
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0.2 % 

11% 

6% 

4% 

من التســـهيلات مُنِحت في العام  2010   
لدعـــم نمـــوّ القطاعات العامـــة و الخاصة

0.55 $مليـــار

Microfinance الإقراض المتناهي الصغر
أسس بنك فلسطين وحدة متخصصة للإقراض المتناهي الصغر لتوفير التمويل 
اللازم لشريحة واسعة من أصحاب المشاريع المتناهية الصغر. تشير الإحصائيات 
في فلسطين أن أكثر من %90 من الأعمال تصنف أنها متناهية الصغر و مشاريع 

عائلية.  سيوفر هذا التمويل الفرصة للآلاف للحصول على رأس المال العامل 
اللازم لاستمرار و تطوير الأعمال و رفع مستوى المعيشة و خلق فرص العمل. إن 

التمويل المتناهي الصغر أداة فعالة للتنمية الاقتصادية  تهدف إلى الحد من 
الفقر في المجتمع و توفر التمويل اللازم لأصحاب الدخل المحدود الذين يعانون 
من قلة الخدمات المالية بسبب الطرق التقليدية لتقييم المشاريع. إن الإقراض 
المتناهي الصغر يتناغم مع إستراتيجية البنك لتقديم الخدمات المصرفية لكافة 

الأعمال و المناطق خاصة في الريف.

SMEs قروض المشاريع الصغيرة و المتوسطة
لقد ركز البنك على تمويل المشاريع الصغيرة و المتوسطة لما لها من أهمية في 

عملية التنمية الاقتصادية و باعتبارها منطلقا لزيادة الطاقة الانتاجية و 
المساهمة في معالجة مشكلتي الفقر و البطالة. تشكل هذه المشاريع ميدانا 

لتطوير المهارات الإدارية و الفنية و الإنتاجية و التسويقية و تفتتح مجالا أمام 
المبادرات الفردية و التوظيف الذاتي.  قام البنك بتمويل مشاريع لعدة قطاعات 
منها الصناعية و التجارية  و الخدماتية و الزراعية و السياحية و المقاولات. حيث 

إن حوالي %30 من محفظة التسهيلات كانت للمشاريع الصغيرة و المتوسطة 
الحجم. تعمل هذه القروض على دعم كافة الشرائح الاقتصادية مما سيؤثر 

بالإيجاب على نمو الاقتصاد.

1 9 6 01 9 6 119 621 9 6 31 9 6 419 651 9 6 6
1 9 6 71 9 8 119 831 9 8 3 1 9 8 41 9 8 51 9 8 6

1 9 8 71 9 8 819 8 91 9 9 01 9 9 11 9 9 21 9 9 3
1 9 9 41 9 9 51 9 9 61 9 9 71 9 9 81 9 9 92 0 0 0
2 0 0 12 0 0 22 0 0 32 0 0 42 0 0 52 0 0 62 0 0 7
20 0 82 0 0 92 0 1 0

Developing
Society for a
Better Tomorrow

 We are proud to have been able to make substantial 
contributions in 2010 towards the betterment of our 
society’s health, culture, and national identity.
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We contributed 5% of our profits to our society
Our children and youth are our future. They are the hope for the development and continuation of our society and 
economy. They are the true investment. We had the honor in 2010 to support many projects and activities in various 
fields and to witness first-hand our people’s dynamism, commitment and creativity. They have shown a great ability to 
withstand the toughest of circumstances and to hold true  to their principles in seeking a better future.
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 Sponsorship of a football match between the Italian Catholic priests and the Palestinian national team.

 Sponsorship of the historic friendly football match between the Palestinian national team and the FC Dynamo Moscow team in Jericho.

  Sponsorship of the World Cup in Gaza, organized by the Palestinian Football Association, together with the 2010 FIFA World Cup in South Africa.

  Sponsorship of the 2010 FIFA World Cup events in Palestine, organized by the Palestinian Football Association and the South African 

representative Office to the Palestinian National Authority.

 Sponsorship of  the first beach volleyball court in the town of Beit Furik, which will be supervised by the Palestinian Volleyball Association.

.Sponsorship of the Qabatya football Club 

.Sponsorship of the Jerusalemite Women’s Football Club during their participation in the tournament in Amman, Jordan

.Donation to the YMCA in Gaza for their sports events and the improvement of their playgrounds

.Sponsorship of the second annual Marj Ben Amer horseracing championship 

.Sponsorship of the first annual Abu Falah horseracing championship 

.Sponsorship of the second annual horse obstacle competition in the Faisal Equestrian Club in Gaza

 Sponsorship of the first international marathon in Palestine.

 Awarding fifty university scholarships to high school graduates.

 Donation to the Palestinian Studies Institute to fund research.

 Sponsorship of multiple training sessions organized by INJAZ aiming to develop students’ leadership and entrepreneurship skills.

 Provided financial support to students of the Khan Younes Vocational Academy, which is supervised by the UNRWA, to manufacture a car, which 

is the first project of its kind in Palestine. The car will participate in a competition in the UK.

 Donation of annual expenses for the Tarqumiya Charitable Association’s kindergarten in partnership with the Welfare Association.

 Contribution to President Mahmoud Abbas Fund to assist Palestinian students in Lebanon.

 Donation to the Electrical Engineering and Electronics Student Association at Al-Azhar University.

 Sponsorship of the student guide at Birzeit University.

 Sponsorship of the high school graduation of the students of the American International School in Gaza.

 Supported a large number of schools in Palestine and covered expenses related to ceremonies honoring high achieving students.

 Installed an electronic queuing system in the Ramallah hospital.

 Covered the travel expenses of Dr. Paul Dougherty, American Medical Director, and his team, who arrived to Palestine to perform 40 eye 

cataract surgeries in Palestine.

 Sponsored a conference held by the Palestinian Medical Association, which was attended by foreign and local doctors.
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 Donation to the Palestinian Women’s Association to develop their headquarters.

 Donation to the Gaza Volunteer Efforts Society for Fast Relief “Gaza Give Association”.

 Donation to the Palestinian Diaspora Community affected by the earthquake in Chile.

 Donation to the Association of the Retired.
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 Funding of the first Palestinian Orchestra with the Edward Said National Conservatory.

 Donation to the Gaza Group for Culture and Development to fund the Dr. Hani Shawa hall.

 Contribution to develop the memorial of the late Mahmoud Darwish, one of Palestine’s greatest poets, along with the Barwa Garden in 

Ramallah, named after his hometown.

 Gold sponsorship of the Annual Jerusalem Festival of 2010 organized by Yabous Productions.

 Sponsorship of the second Annual Jerusalem Summer Nights Festival in the town of Beit Anan.

 Sponsorship of Birzeit University’s Virtual Gallery.

 Sponsorship of the UNRWA employees’ union Annual Ceremonies.

 Sponsorship of the Apricot Festival “Ayyam Jifnaweyeh”, which took place in the village of Jifna.

 Exclusive sponsorship of the Samaritan Heritage and Culture Exhibition in both Birzeit University and An-Najah National University.

 Sponsorship of the Palestine International Festival XII, organization by the Popular Arts Center, in several cities, including: Ramallah, Hebron, 

Bethlehem, Jenin, and Haifa.

 Sponsorship of the Olive Festival in Bethlehem.

 Contribution to the national celebrations “Jericho 10,000”, which aimed at celebrating 10,000 years in the history of civilization. The 

celebrations took place in Jericho as it is the oldest city in the world.

 Sponsorship of the Palestinian Cultural Festival in the United States of America.

 Sponsorship of the Christmas Bazar, in partnership with the Latin Church in Bethlehem

 Funding the Visitor Information Center on Manger Square in Bethlehem. 

 Funding the “Know your History” program, organized by the Holy Land Association.

 Platinum sponsorship of the second Palestine Investment Conference.

 Sponsorship of Al-Karama National Empowerment Fund, which was established by the Ministry of National Economy and the Palestinian Private 

Sector Coordination Council. The fund aims to increase consumer awareness on Palestinian products.

 Sponsorship of Expotech 2010 Technology Week in Gaza and in Ramallah.

 Sponsorship of the National Industries exhibition in Jenin.

 Sponsorship of Beta Conference in cooperation with Al-Wasata Brokerage Company. 

 Sponsorship of the first Social Responsibility Conference.



 Board of Director’s
Letter and 
Financial Statements

.2010yearfinancialtheforReportAnnualourpresenttopleasedareWe
bywitnessedturbulencethedespitefrontsseveralonresultspromisingachievinginsucceededhasBoP
theglobaleconomyandinparticularinneighboringeconomies.
ofBoardthebyadoptedpoliciesanddecisionswisethetocreditadoubtwithoutareresultsThese
Directors,inadditiontopointingtounwaveringtrustamongstshareholdersandcustomersalike.BoP
hasmadeconsiderableeffortsinrecentyearstosolidifyitsbrandandevolveitsproductoffering,and
wearehappytoseeapositiveresponseinthemarketaswellasanewcommitmentamongstourlarge
familytocontinuethejourneytowardsexcellence.

DearShareholders
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 Total Assets
 Total assets amounted to USD 1.54 Billion (USD 1.28 Billion in2009). This 
increase by 20.42% comes as a result of the relentless efforts to respond 
and adapt to serve current customers and attract new clients. 
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LossesandProfits
in64,535,751USDtocomparedas79,041,137USDtoamounted2010yeartheforrevenuestotalThe
.(2009in26,929,168USD)30,119,469USDreachto2010yeartheingrewprofitNet.2009
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Equity’Shareholders
parawithshares100,000,000intodivided100,000,000USDiscapitalauthorizeduppaidBank’sThe
valueofonedollarpershare.ThestatutoryreserveisUSD16,407,381afteraddingUSD3,012,197
fromprofit.Thetotalshareholders’equityisUSD;163,884,250anincreaseofUSD13,061,786fromthe
previousyear.
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 Credit Facilities
sectorseconomicvarioustofacilitiescreditprovideto2010yeartheincontinuedPalestineofBank
andvitalprojectscontributingtothegrowthofthePalestinianeconomy.Thenetcreditfacilitiesinthe
year2010amountedtoreachUSD;545,026,391anincreaseof%58.76from2009.
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545,026,391

 Customers’ Deposits
USDofincreasean;USD1,251,482,935reachtoamounteddepositstotal,2010DecemberofendtheAt
.yearpreviousthein1,016,683,776USDtocomparedas23.09%ofgrowthpercentageawith234,799,159
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 Market Share and Competitive Position
 
positioncompetitiveleadingaandsectorbankingPalestiniantheinsharemarketpromisinggainedsteadilyhasBoP
amongoperatingbanks.Creditfacilitiesincreasedby58.76%from,2009increasingmarketshareto19.19%atthe
endof2010(17.26%attheendof2009).

boosting-23.09%bygrewwhichdepositscustomerinincreasetheisgrowthBoP’sofindicatorsnoteworthyMost
BoP’smarketsharetoreach18.44%oftotalbankingsectordeposits(comparedwith16.71%attheendof2009).

–carddebitand,MasterCardandVisa-cardscreditinternationalacceptsandissuessolelyPalestineofBank
VisaElectron,inPalestine.Moreover,BoPcreatedthefirstandonlynetworkofpointofsale(POS)machinesin
Palestine,toenableclientstousetheircardsat4,000differentretailersacrossthecountry.Inaddition,thebank’s
.Palestineinnetworkbranchmost-spreadandlargesttheformsub-branchesandbranches42

,2010ofendtheAt.villagesandcitiesPalestinianallinspreadATMsofnumbertheinfirsttherankedBOP,Finally
thenumberofATMswas76.

 Trading Activity in 2010

was2010ofendtheatshareholdersofnumberThe.2005inExchangePalestinetheonlistedwasshareBoP’s
marketoftermsinsecondranking)2010inshareBoP’sofvolumetradingthepresentsbelowtableThe.3,299
valueoftradedsharesinspiteoftheimpactoftheglobaleconomiccrisis).BoP’smarketcapitalizationwasUSD340
million-representing13.88%ofthetotalmarketcapitalizationofthePalestineExchange.

Description 2010 2009

SharesTradedofNumber 8,506,736 34,510,637

(USD)SharesTradedofValue 30,236,758 119,458,468

TradesExecutedofNumber 5,535 12,345

RatioTurnoverShare 8.51 % 34.51 % 

(USD)PriceOpening 3.65 2.8

ClosingPrice(USD) 3.40 3.75

(USD)CapitalizationMarket 340,000,000 375,000,000

(USD)PriceTradingHighest 3.80 3.86

(USD)PriceTradingLowest 3.05 2.66
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من التســـهيلات مُنِحت في العام  2010   
لدعـــم نمـــوّ القطاعات العامـــة و الخاصة

0.55 $مليـــار

Microfinance الإقراض المتناهي الصغر
أسس بنك فلسطين وحدة متخصصة للإقراض المتناهي الصغر لتوفير التمويل 
اللازم لشريحة واسعة من أصحاب المشاريع المتناهية الصغر. تشير الإحصائيات 
في فلسطين أن أكثر من %90 من الأعمال تصنف أنها متناهية الصغر و مشاريع 

عائلية.  سيوفر هذا التمويل الفرصة للآلاف للحصول على رأس المال العامل 
اللازم لاستمرار و تطوير الأعمال و رفع مستوى المعيشة و خلق فرص العمل. إن 

التمويل المتناهي الصغر أداة فعالة للتنمية الاقتصادية  تهدف إلى الحد من 
الفقر في المجتمع و توفر التمويل اللازم لأصحاب الدخل المحدود الذين يعانون 
من قلة الخدمات المالية بسبب الطرق التقليدية لتقييم المشاريع. إن الإقراض 
المتناهي الصغر يتناغم مع إستراتيجية البنك لتقديم الخدمات المصرفية لكافة 

الأعمال و المناطق خاصة في الريف.

SMEs قروض المشاريع الصغيرة و المتوسطة
لقد ركز البنك على تمويل المشاريع الصغيرة و المتوسطة لما لها من أهمية في 

عملية التنمية الاقتصادية و باعتبارها منطلقا لزيادة الطاقة الانتاجية و 
المساهمة في معالجة مشكلتي الفقر و البطالة. تشكل هذه المشاريع ميدانا 

لتطوير المهارات الإدارية و الفنية و الإنتاجية و التسويقية و تفتتح مجالا أمام 
المبادرات الفردية و التوظيف الذاتي.  قام البنك بتمويل مشاريع لعدة قطاعات 
منها الصناعية و التجارية  و الخدماتية و الزراعية و السياحية و المقاولات. حيث 

إن حوالي %30 من محفظة التسهيلات كانت للمشاريع الصغيرة و المتوسطة 
الحجم. تعمل هذه القروض على دعم كافة الشرائح الاقتصادية مما سيؤثر 

بالإيجاب على نمو الاقتصاد.

1 9 6 01 9 6 119 621 9 6 31 9 6 419 651 9 6 6
1 9 6 71 9 8 119 831 9 8 3 1 9 8 41 9 8 51 9 8 6

1 9 8 71 9 8 819 8 91 9 9 01 9 9 11 9 9 21 9 9 3
1 9 9 41 9 9 51 9 9 61 9 9 71 9 9 81 9 9 92 0 0 0
2 0 0 12 0 0 22 0 0 32 0 0 42 0 0 52 0 0 62 0 0 7
20 0 82 0 0 92010 And we look forward to expanding our strategy for development

Our services continue the journey of modernizati
on
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Growthinno.ofEmployees Growthinno.ofCustomers

Growthinno.ofBranches GrowthinMarketShareofDeposits

GrowthinMarketShareofCreditFacilities

Branch Network

 Newly Opened Branches & Sub-Branches
 
BoP continues to expand its branch network. The year 2010
sawfurtherexpansion;newsub-branchesinTarqumiya-Hebron
on ,18/02/2010 and in Al-Yamun- Jenin on 11/07/2010 were
opened.Asaresult,thenumberofbranchesandsub-branches
grewto42maintainingthebank’spositionasPalestine’slargest
nationwidefinancialservicesnetwork.
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Nablus Branch

New building in Hebron

 New Branches and Sub-Branches Under Construction
 
In line with BoP’s expansion strategy, a new seven-storey flagship building was constructed on land
purchasedbythebankinHebroncitycentre–duetoopeninApril,2010andasimilarprojectisunder
way inBethlehemcity center.Thefirstelectronic sub-branch inPalestine“Al-Manara” is ready tobe
openedinRamallahcitycenter.BoPhasalsobegunpreparinganewsub-branchinNilin–Ramallahand
licensesweregrantedbythePalestineMonetaryAuthoritytoopensub-branchesinIsteraha-Jericho,an
officeattheMinistryofFinanceinRamallahandinPalestinePolytechnicUniversityinTulkarem.Finally,
anewlandwaspurchasedinJerichocitywithplanstobuildabranchtohelpmeettheneedsofgrowing
businessesinthearea.
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Products & Services

Point of Sale & Cards Business
 
Beginning in ,1999 BoP has steadily developed its credit and debit card offering to reach a leading position in
today’smarketwithtotalnumberofVisaElectroncards issuedin2010reaching110,000cards,andcreditcards
(VisaandMastercard)at.16,000BoP is theonlybankoperating inPalestineofferingbothVisaandMasterCard
services.Additionally,BoPrecentlylaunchedaninnovativenewcard-thefirstofitskindinPalestine–underthe
brand“EasyLife”.EasyLifeallowsclientstomakepurchasesandrepaythepurchasevalueoveraperiodof3to
36 months, without interest. The number of Easy Life cards issued reached .9,872 For the convenience of our
clients,wehavealsodistributedmorethan4,000ElectronicPointofSale(POS)machinestoallcategoriesofretail
merchantsandserviceprovidersthroughouttheWestBankandGazaStrip,withpositiveindicatorsforfuturegrowth.
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Marketing & Brand Campaigns
Tomeettheneedsandrequirementsofourclients,andtoincreaseourmarketshare,welaunchedoverthe
pastyear,severalmarketingcampaignstopromoteournewproductsandservices,including:

SavingsProgram(WithYouAtEveryStep)

BoPlaunchedaspecialprogramtargetingholdersofsavingsaccountsentitled:WithYouAt
EveryStep.Thisprogrammainlytargetedwomen,children,andstudents,withtheobjective
of increasing awareness to the culture of saving and investing. The campaign, branded to
celebrateour50thanniversary,offeredaninstantgiftofUSD50foreverychildren’saccount
opened,a50scholarshipprizedrawfornewlyopenedstudentaccounts,andaweeklydraw
forachancetowin1,000BoPstocksforfemaleaccountholders.Inaddition,ageneralbrand
campaignwaslaunchedforallholdersofsavingsaccountswithamonthlydrawtowinasalary
ofUSD1,000for life.BoP’sbrandandfinancialcampaignshaveevolved in recentyearswith
excellentresponseandresults,andwelookforwardtoannouncenewandexcitingproducts
and services in thecomingyearsaimedat solidifyingour customerbaseandenhancingour
brand.

VisaElectronCampaign

Ten years ago, Palestine was relatively new to the culture of
cards, and we have gradually developed awareness and
improvedthecustomerexperiencetoencouragethegrowthof
this culture and the adoption of cards over cash. In addition
tomakingPOSterminalsavailableacrossthecountry,wehave
launchedseveralcampaignsandloyaltyprogramswithfocuson
theuseofVisaElectroncards,thelatestofwhichofferedclients
thechancetowinseveralprizesincludingcars,LCDtelevisions,

laptops,andmobiles.

GreenLoansProgram

AsPalestine’sfirstnationalbank,socialandenvironmental responsibilityarecentral toourbusiness.Operating in
anareathatisfacinggrowingscarcityinnaturalresources,webelievethatwehaveanevengreaterresponsibility
tothePalestinianenvironment,society,andeconomy.In,2010andforthefirsttimeintheregion,BoPlauncheda
distinctiveprogramentitledtheGreenLoansPrograminpartnershipwith
thecompany“GreenPalestine”.

The objective of this program is to encourage the implementation of
“green”systems,includingthebuildingofwaterwells,theinstallationof
wastewatermanagementandtreatmentsystemsthatprovidewaterfor
irrigationofarableland,andalternativeenergysystems.Thisprogramwill
helptheborrowerreachalevelofself-sufficiencyandsaveconsiderablyon
monthlyelectricityandwaterbills.Theprogramisdesignedforindividuals,
households,andSME’s,especiallyinremoteruralareaswhereresources
arescarce.Aspartofthegreencampaign,thebankheldworkshopsin
ruralareasinPalestine,mainlytargetingfarmers.Theseworkshopsaimed
atintroducingfarmerstoBoP’sgreenloansprogram,aswellasraisingtheirawarenessofsolarenergy,andmodern
andefficientirrigationandwastewatertreatmentsystems.



Human Resources
In 2010 the number of employees grew

to reach 943 employees, compared to

864 employees in .2009 This increase

is a response to the expansion of BoP’s

banking network. The following section

provides a breakdown of our employees

accordingtogenderandqualifications.

943
employees and our family
continuestogrowandexpand
tomeettheneedsofourclients

943
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Distributionofemployeesaccordingtogender

Gender No. Ratio

Male 757 %80

Female 186 %20

Total 943 %100

CenterTraining

ofvarietyathroughskillstheirdiversifyingand,refining,forceworkitsdevelopingcontinuetokeenisbankThe
uniqueinternalandexternaltrainingprogramswhichareheldinbothlocalandinternationaltraininginstitutions.

2010inActivitiesTraining

 Program

of.No
Conducted

Courses
toRatio

totaltraining
of.No

Beneficiaries
WorkTotaltoRatio

Force

 Banking Orientation 11 12.3 % 116 12.2 % 

 Internal Training 16 17.8 % 537 56.8 % 

 External Training 19 21 % 175 18.4 % 

 International Training 39 43.4 % 75 8 % 

 Professional Certificate and Diploma 5 5.5 % 43 4.6 % 

Total 90 100 % 946 100 % 


CenterTrainingtheofActivitiestheofDetails

Program
No.of

Courses
of.No

Participants Place

Banking Orientation 
( New Employees and 
University Students)

11 185  Bank of Palestine’s Training Center

Internal Training 9 261  Bank of Palestine’s Training Center

Internal Workshops 7 276  Bank of Palestine’s Training Center

External Training 16 63
 Palestine Institute for Financial and Banking Studies- 
Horizon Information Technology Company - Arab 
European Foundation- CHF- IFC

External Workshops 3 112 Palestine Monetary Authority - Palestine
Institute for Financial and Banking Studies.

 International Training 35 68  London - Sydney - Dubai – Cairo - Amman

International Seminars 4 7  Istanbul - Amsterdam - Frankfurt - Damascus

DiplomasandCertificatesProfessional

Diploma/Certificate Institution
of.No

Beneficiaries

 Professional Certificate-
Certified Branch Manager  Arab Academy for Financial Sciences - Amman 19

 Professional Certificate-
Certified General Banker

 Arab Academy for Financial Sciences - Amman 19

 Professional Diploma in SME credit  Palestine Institute for Financial and Banking 
Studies - Ramallah

2

Credit Management Diploma  German Foundation for Training - Germany 3

Total 43

 Distribution of employees 
according to educational 
qualifications

Bachelor
Qualification

MastersHighschool

Less than Highschool

Diploma



Awards
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 Over the past decade BoP’s excellence in quality, speed, 

accuracy, and US dollar clearing, has been recognized by 

many global financial institutions. In 2010, BoP received 

recognition awards from CitiBank, JPMorgan, and Deutshe 

Bank.
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 Agreements
ManagementRiskOperational

signedhaveGroupBankWorldtheofmembera,(IFC)CorporationFinanceInternationaltheandPalestineofBank
anagreementtoimplementanadvisoryservicesprojectaimedatdevelopingoperationalriskmanagementpolicies
atBoP.ThisagreementispartofasequenceofpreviousprojectsimplementedbyBoPincooperationwiththeIFC.
Thepreviousprojectsaimedatdevelopingandenhancingcorporategovernance,riskmanagementframework,
creditriskmanagement,andtreasuryriskpolicies.
veryaatsectorbankingtheinfactorsriskimportantmosttheofonemanagetobanktheenablewillprojectThis
criticaltime,asthebankingsector’soperationsandtechnologicaladvancementsareexpanding.Thisprojectwill
alsogreatlyaffectBoP’ssustainabilityplanandassistitinrespondingtothechangingenvironmentinPalestine.
Moreover,theprojectwilldevelopauditingmethodstobebasedonriskaccordingtobestpractices.
inbanksfirsttheofonebecomehasBOP,IFCthewithagreementpreviousthewithalongagreementthisWith
theMiddleEasttoapplybestinternationalpracticesofmanagingalltypesofrisks.

Conclusion
needstheirservingtocommittedarewethatstakeholdersourallassuresBoP,concludeTo
andprovidingthemwiththeservicestheydeserve,whileabidingbybestpracticesandgood
corporategovernance. BoPwould like to thankour shareholders for their solid trust and
commitmenttoBoP.Wewouldalsoliketothankourloyalclientsfortheirstrongloyalty.BoP
alsothanksallthebank’semployeesfortheireffortsinboostingthesuccessoftheirbank,the
FirstNationalBank.WealsoextendourgratitudetothePalestinianNationalAuthority(PNA)
headedbyhisExcellency,PresidentMahmoudAbbas.
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 Our Plan for the Year 2011
 ToachieveBoP’sgoals,especiallytoincreaseBoP’smarketshareinthe
Palestinianmarket,theboardofdirectorshasapprovedanambitiousplan
fortheyear2011thatmatchesthegeneralvisionandstrategyofthebank.
Belowisasummaryoftheplan:

  Applying and implementing corporate governance and risk management policies.

  Improving the quality of the our services.

  Developing and enhancing the skills of our employees.

  Keeping up with the latest technological advancements in the banking sector.

  Expanding and developing our relationship with global and foreign financial institutions. 

  Launching PalPay Company, to offer electronic payment solutions.

   Launching new credit facility and savings programs.

   Continuing with our geographical expansion policy.

  Developing and enhancing our local and regional investments.
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 Corporate Governance and Risks Management

The purpose of Bank of Palestine’s (“BoP”) Code of
Corporate Governance (“Code”) is to summarize the
Bank’s key corporate governance policies and provisions.
Byadopting thisCode, theBoPconfirms its commitment
to demonstrably lead and promote good corporate
governancethroughoutbank’sdepartmentsandactivities.

,policiesofsetaasgovernancecorporateunderstandsBoP
systems and processes for the direction and control of
companies, involving a set of relationships between the
company’s shareholders, board and executive bodies for
thepurposeofcreatinglong-termshareholdervalue.

In order to foster the confidence of its shareholders,
employees,investors,andthegeneralpublic,thisCodegoes
beyondtheestablishedlegalandregulatoryframeworkby
thePalestineCapitalMarketsAuthority (PCMA), Palestine
Monetary Authority (PMA), and embraces internationally
recognizedcorporategovernanceprinciplesandpractices.

 BoP’s corporate governance framework is broadly based on the
following principles: 

  Accountability: This Code ensures BoP’s accountability
to all shareholders and guides the company’s board in
the important setting strategy function, and guiding and
monitoringthecompany’smanagement.

 rightsshareholderprotecttoitselfobligatesBoP:Fairness
and ensure the equitable treatment of all shareholders,
including minority shareholders. All shareholders are to
be granted effective redress for violation of their rights
throughtheboard.

  Transparency: BoP is to ensure that timely and accurate
disclosure is made on all material matters regarding the
corporation,includingthefinancialsituation,performance,
ownershipandgovernanceof thecompany, inamanner
easilyaccessibletointerestedparties.


 Responsibility: BoP recognizes the rights of other
stakeholders as established by laws and regulations, and
encourages co-operation between the company and
stakeholders in creating sustainableandfinancially sound
enterprises.
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 Following is a summary of BoP’s key corporate governance
policies and practices related to:

 First: Board Governance 

BoP strives to maintain an effective, professional, and
well-functioning board of directors given its key role for
ensuringcorporategovernanceintheBank’sdepartments
andactivities.

  The Board shall bear overall accountability for the
performanceofBankofPalestine.

  The Board is elected by shareholders to oversee and
guide management with the ultimate goal of creating
long-termshareholdervaluefortheBank,whiletakinginto
accounttheinterestofitsstakeholders.

andcareduewith,faithgoodinactboardtheofMembers
inthebestinterestofthecompanyandallitsshareholders–
andnotintheinterestsofanyparticularshareholder–onthe
basisofallrelevantinformation.Eachdirectorisexpected
toensurefullcommitmenttothedirectorduties,attending
allboardandapplicablecommitteemeetings.

 The number of Directors shall be between seven and
thirteen, eachdirectorwill beelected to servea termof
fouryears,whichcanberenewed.There isnomaximum
limitonthenumberoftermsadirectormayserve,rather
reappointmentshallbebasedonthedirector’scontinued
ability to perform the necessary director duties and
maintain sufficient objectivity. The board’s composition
(competencies,skillsandappropriatemix)issuchthatitis
adequateforoversightduties,andthedevelopmentofthe
company’sdirectionandstrategy.Eachindividualmember
of the board shall have the experience, knowledge,
qualifications, expertise and integrity necessary to
effectivelydischargeboarddutiesandenhancetheboard’s
abilitytoservethelong-terminterestsofthecompanyand
itsshareholders.Toensuretheimpartialityofdecisionsand
tomaintainthebalanceofinterestsamongvariousgroups
ofshareholders,atleast25percentoftheboardmembers
are independent directors. BoP has established board
committees. All committees have charters containing
provisions on the scope of authority, competencies,
composition,workingprocedures,aswellastherightsand
responsibilities of the committee members. All Directors
aresubjecttore-electionbytheshareholdersattheannual
generalmeetingatleasteveryfouryears.

 The HR and Corporate Governance Committee shall
oversee the non-executive director remuneration policy
fortheBank.Theremunerationpolicyshallseektoattract,
motivate, reward, and retain directors of high integrity

and superior ability who are focused on enhancing and
maintainingthelong-termshareholdervalue.Further,the
remunerationpolicyshallbesuchthatitdoesnotjeopardize
adirector’s independenceorencourageunjustifiedshort-
termrisktaking.

 accordingmeetsboardThe toafixed schedule,which
enables it toproperly discharge its duties.As a rule, the
boardshallmeetnolessthansixtimesayear.

 Second: Management Control Practices

BoP strives to maintain sound management control
frameworks to ensure integrity of its operations and
provide assurance to its shareholders and stakeholders.
BoPshallplacegreatimportanceonriskmanagementand
itistheboardofdirectorsthatistaskedwithensuringthat
appropriate risk management systems are established.
BoP shallplacegreat importanceon internal controland
its board of directors is charged with ensuring the Bank
haseffectiveframeworkofinternalcontrol.BoPshallhave
aninternalauditorwhoisapartoftheInternalAuditand
Inspection Department that provides assurance to the
board as to the effectiveness of the company’s internal
controls.BoPshallhaveanactivecompliancedepartment
thatensurespropercompliancewithallapplicableexternal
lawsandregulationsaswellasinternalcodesandpolicies
BoP shall engage a publicly recognized, licensed and
independentauditingfirm,whichisfullyindependentfrom
the company, the company’s management, and major
shareholders.

 Third: Shareholder rights and relations

  BoP ensures that all shareholders have the right to
participateinthegovernanceandtheearnedprofitsofthe
Bank.

provisionsparticularincludeAssociationofArticlesBoP’s
about the conduct of the general assembly. BoP shall
have a system of registering shareholder complaints and
effectivelysolvethem.

 BoP’s directors and employees shall understand this
Code as their joint obligation, and accordingly, obligate
themselves to ensure that its provisions and its spirit are
adhered to and acted upon throughout the company.
Board members and executives shall not divulge or use
confidentialorinsiderinformationaboutthecompanyand
shallcomplywiththeinsidertradingpolicy.AllBoPdirectors
andemployeesareexpectedtoactethicallyatalltimesand
toacknowledgetheiradherencetotheBoPCodeofEthics.
Apotentialconflictofinterestexistsifthecompanyintends
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toenterintoatransactionwitharelatedparty.Whensuch
aconflictexists,membersoftheboardandmanagement
shalldiscloseinformationabouttheconflictofinterestto
theboard,andshallabstainfromdeliberatingandvoting
on such issues. The audit committee shall resolve any
suchconflicts.Unlessrequiredtodosobylaw,noboard
memberoremployeeshall,duringhisorhermembership
ontheboardorafterwards,discloseanyinformationofa
confidentialnatureregardingthebusinessofthecompany
and/oranycompaniesinwhichitholdsastake,thatcame
tohisorherknowledgeinthecapacityofhisorherwork
forthecompanyandwhichhe/sheknowsorshouldknow
tobeofaconfidentialnature.Aboardmembershallnot
usesuchconfidential informationforhisorherpersonal
benefit.

Fourth: Transparency and Information Disclosure 

BoP strives to maintain a high-standard of corporate
transparency to its shareholders and stakeholders,
includingtimelyandaccurateinformationdisclosure.BoP’s
policy is to disclose all material information, including
the financial situation, performance, ownership and the
governancestructureofthecompanytoitsshareholders
andthebroaderpublicasappropriate.Thecompanyshall
publish a comprehensive annual report that includes a
corporate governance section. The company shall also
strive to disclose its corporate governance practices,
corporateeventscalendarandothermaterialinformation
onitsinternetsiteinatimelymanner.

Fifth: Corporate Social Responsibility 

 theindifferencepositiveamakingtocommittedisBoP
communitiesinwhichweliveandwork.
Corporate Social Responsibility is the commitment
of business to contribute to sustainable economic
development – working with employees, their families,
the localcommunityandsocietyat largeto improvethe
community at large according to the board of directors
approvedstrategy.

 BoP fully considers social, cultural, environmental,
governmental and economic factors when evaluating
developmentopportunities.

 Board of Directors

The Board shall bear overall accountability for the
performanceofBankofPalestine.TheBoardiselectedby
shareholderstooverseeandguidemanagementwiththe
ultimate goal of increasing long-term shareholder value
fortheBank,whiletakingintoaccounttheinterestofits
stakeholders. The following functions are the common
recurringactivitiesoftheBoardincarryingoutitsguidance
andoversightresponsibility.

 Reviewing, approving, and monitoring BoP’s long-
termstrategicobjectivesandbusinessplansofexecutive
management.

 Monitoring the overall performance of the Bank and
progresstowardsitsstrategicobjectives.

 Assessing the major risks facing the Bank’s executive
management and the steps taken by management to
monitorandcontrolsuchrisks.

 Setting the level of ‘Risk Appetite’ of the Bank and
ensuringthereisacultureofriskthroughtheorganization.

 Overseeing the integrity of the financial statements,
the ensuring compliance with legal and regulatory
requirements, the performance, qualifications, and
independenceoftheexternalauditor,andtheperformance
oftheinternalauditfunction.

businessmajorapprovingandReviewing transactions,
including significant credit decisions, capital allocations
and expenditures, in line with the approved chart of
authorities.

 Overseeing investment and financing activities of
the Bank and making major investment and financing
decisions.

,policiesresourcehumantheapprovingandOverseeing
andframeworkandCorporateGovernanceoftheBank.

 Selecting and recommending Director Nominees for
electionbyShareholders.

 Selecting, developing, and evaluating potential
candidates for senior executive officer positions and
overseeing the development of senior executive officer
successionplans.

directorsofboardforpoliciesremunerationDetermining
andseniorexecutives.

ofeffectivenessandperformanceoveralltheEvaluating
theBoardanditsmembersandtakingcorrectiveactions
asneeded.

frameworkgovernancecorporateBank’stheOverseeing
and ensuring compliance with agreed policies and
provisions.

 Ensuring proper Shareholder relations are maintained,
shareholder rights are protected, and shareholder
meetings are conducted in accordance with applicable
lawsandregulations.


 Ensuring stakeholder interests are considered and the
Bankconductsitsbusinessinasociallyresponsiblemanner
totheextentpractical.

ِ
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 Audit Committee
 Committee Members

CommitteetheofChairman-ShahlaAbuMamon.Mr
CommitteetheofChairmanVice-NijmHani.Dr
NijmYoussef.Mr
SkaikAwni.Dr
Zimmou.AReyad.Mr
`ShakaAlTareq.Mr

 The role of the Committee is to assist the board in overseeing the 
bank’s financial controls with particular emphasis on: 

.reportingfinancialandcontrolsinternalofintegritythe

externalbank’stheofindependenceandqualificationthe
auditor.

 the performance of the bank’s internal audit and
compliancefunctionsandofitsexternalauditor.

 In order to fulfill its role, the Committee shall have the following 
authorities and responsibilities:

.banktheofsystemsControlInternalReview

  Reviewing the reports of the Inspection and Audit
department, internal auditor, and compliance control
department including financial and non-financial issues,
remedial procedures and means of controlling the risks
facedbythebank.


toprovidedstatementsfinancialofaccuracyReviewing
theboard,shareholdersandotherusers.


regulationsandlawstocommitmentbank’stheReviewing
of PMA, the Board, and other regulations applicable in
Palestine.


planthatverifyingandplanauditingexternalReviewing
includesallactivitiesofthebank.

 Ensuing the accuracy and integrity of accounting and
compliance with laws and regulations applicable to the
activitiesofthebank.


 Developing disclosure and transparency standards and
submittingthemtotheboardforapproval.


offeringandreportsPMA’satmentionednotesReviewing
recommendations to Board on the appropriate remedial
steps.


 Coordinating with Risks Management and Credit
Committeetopresentfinancialstatementsofthebank.

andbanktheatemployedsystemfinancialtheStudying
makingrecommendationstoimproveitandguaranteethat
theyfairlyrepresentthesituationandthatnofalsedataare
reported.


reporttoemployeesallowsthatsystemaplaceinPutting
secretly on fears of potential violations and in a manner
thatmakes it possible to investigate them independently
and follow themupwithout supervisorspenalizing them
orcolleagueslookingdownatthem.Theauditcommittee
shallmonitortheimplementationoftheseprocedures.


aasActing liaisonbetweentheboardofdirectorsand
theexternalauditor,theboardofdirectorsandtheinternal
auditorandbetweentheinternalandexternalauditors.

codeinternalitstoadherencebank’stheonupFollowing
of professional conduct and adherence to external laws
andregulations.


itsrequirethatissuesofdirectorsofboardtheInforming
immediateinterventionandofferingrecommendationson
theappropriateremedialsteps.


auditThe committee shall submit reports to theboard
ofdirectorsonallmattersthatfallwithinitsscopeofwork
therebyenablingittocarryoutitsfunctionofmonitoringthe
managementofthebankandsubmittingtoshareholders
andinvestorsfactualanddocumentedinformation.

 Credit and Risk Management Committee

 Committee Members

CommitteetheofChairman-ShawwaGhaziFaisal.Mr
.Mr Mohammed Nafiz Hirbawi - Vice Chairman of the
Committee
ShawaHashim.Mr
NijmYoussef.Mr
Skaik.MAwni.Dr
KhouryJohn.Mr

 The role of the Committee is to assist the Board of Directors of BoP 
in fulfilling its oversight responsibilities with regard to

theandcompanytheofbusinesstheininherentrisksThe
controlprocesseswithrespecttosuchrisks.

 The assessment and review of credit, market, and
operationalrisks.

 The risk management activities of the bank and its
subsidiaries.

In order to fulfill its role, the Committee shall have the following 
authorities and responsibilities:

 ensureandpoliciesmanagementriskoveralltheApprove
thereisaneffectiveEnterpriseRiskManagementframework
in place to proactively identify, measure, mitigate, and
monitor all types of risk in the Bank and to promote
continuous dialogue about risk management throughout
theorganization(i.e.,promotinga‘RiskCulture’).
  Determine the overall ‘Risk Appetite’ of the Bank and
ensuretheoverallriskprofileandtolerancesareinlinewith
theagreedappetite.
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andmanagementexecutivethefromassuranceObtain
internal auditing that the riskprocesses and systemsare
operatingeffectively,withsoundcontrols,andcompliance
withapprovedpolicies.


 Obtain assurance that the bank is complying with
applicable laws and regulations regarding all risk
managementpoliciesandprocedures.


 Review the Bank’s capital adequacy and provisions to
ensure theyare incompliancewith regulatoryguidelines
andinlinewiththeriskprofileoftheBank.

basisneededasorbasisquarterlyaonreportsReview
from the executive management on the status of the
bank’s risk portfolio, highlighting key risk areas, trends,
forecasts,andmanagementactionsbeingtakentoaddress
particularissues.

 Review significant risk exposures and the steps
management has taken to monitor, control, and report
all types of risk, including, credit, market, operational,
fiduciary,liquidity,compliance,reputational,strategic,and
allothertypesofinternal/externalriskimpactingtheBank.

 Provide guidance to management, as needed, to help
them improve their risk management practices and/
or mitigate particular risks, including the existence of
qualifiedpersonnelatthemanagementleveltocarryout
riskmanagementactivitieseffectively.

ofstatustheofbasisregularaonboardthetoReport
thebank’sriskportfolioandimmediatelyinformtheboard
ofanysubstantialchangestothebankriskportfoliostatus.

abovetransactionscreditparticularapproveandReview
adefinedthresholdasperthedefinedcreditpolicies.

and,performance,responsibilities,appointmentReview
replacement of the Chief Risk Officer and the monitor
effectiveness of the Risk Management departments in
general.

ofhelpthewith)effortsCommittee’sAudittheSupport
CreditRiskOfficer)tomonitorandevaluate,asmandated
bythePMA,“guidelinesandpoliciestogoverntheprocess
bywhichriskassessmentandmanagementisundertaken.”

 Investment Committee

 Committee Members

CommitteetheofChairman-Farah.JMaher.Mr
CommitteetheofChairmanVice–ShawaHashim.Mr
ShawwaGhaziFaisal.Mr
HirbawiNafizMohammed.Mr
KhouryJohn.Mr

 The role of the Committee is to assist the Board of Directors of 
BoP in fulfilling its oversight responsibilities for the investment 
assets of BoP as:

overalltheformulatingforresponsibleisCommitteeThe
investment policies of BoP, subject to approval by the
Board.

 Establishing investment guidelines in furtherance of
thosepolicies.

 In order to fulfill its role, the Committee shall have the following 
authorities and responsibilities:


 Viewing all reports and studies related to the current
bank investments status, conditions of local and
internationalfinancialmarketsandallthedatathatenable
thecommitteetoperformitsdutiesinaprofessionaland
efficientmanner.

investmentbank’stheofboardtheinformingPeriodically
portfolios status, and informing it,withoutdelay,of any
substantialchangestosuchinvestmentsstatus.

 Developing, reviewing and periodically updating the
bankinvestmentpolicy,andensuringthatitcomplieswith
theeffective lawsandregulations,andwiththebanking
standards;thecommitteeshallthenpresentitsoutputto
theboardforapproval.Suchpolicymustclearlyspecifya
mechanismfortakinginvestmentdecision,andceilingson
powersandthedifferentpositions.


 Approving particular investment transactions that are
beyond themanagement’s authorities and submitting to
thefullboardrecommendationsonparticular investment
decisionsthatisbeyondthecommitteepowers.


 Ensuring that the executive management adheres to
implementing the investment decisions, and the ceilings
andpowersdeterminedbythecommittee.
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 Human Resources and 
Corporate Governance Committee

 Committee Members 

CommitteetheofChairman-NijmHani.Dr
CommitteetheofChairmanVice-`ShakaAlTareq.Mr
ShawaHashim.Mr
Zimmou.AReyad.Mr
ShahlaAbuMamon.Mr
FarahMaher.Mr

 The role of the Committee is to oversee 

.frameworkgovernancecorporateBank’sThe

 Director nomination process, director and executive
remuneration policies, board and executive evaluation
processes.

Bank’stheand,educationboard,planningSuccession
humanresourcespolicies.
orderIn to fulfill its role, theCommittee shall have the
followingauthoritiesandresponsibilities:

theyensuretopoliciesHRmajorapproveandReview
arefair,competitive,complete,andinthebestlong-term
interestofBoP.

theinimprovementsandchangesmajoroverseeHelp
HRfunctiontoensureitiseffectivelyservingasastrategic
partnerintheorganization;

reviewannuallyandapprovalboard’stheforDevelop
thechartofauthoritiesanddelegationofauthoritiesto
management;

anddirectorsofinterestsofconflictspossibleConsider
any related party transactions of directors and make
relevantproposals to theboard inaccordancewith the
BoP’scorporategovernancecode;

 Review any change in status (including fulfillment of
independence requirements) and professional affiliation
of current directors and make relevant proposals to
theboard in accordancewith the company’s corporate
governancecode;

 Oversee the development and implementation of a
boardinductionprocessfornewdirectorsandaprogram
ofcontinuingdirectordevelopmentasneeded;

 Review corporate governance policies and practices
throughoutthecompanyandmakerelevantproposalsto
theboardtoimprovetheireffectiveness.

 Risk Management

Risk Management is an important cornerstone to Bank
ofPalestine.Thebankmanages its riskaccording to its
internal policies and the instructions of the PMA. Due
to its importance, the Bank signed an agreement with
theIFCtoapplybestinternationalpractices.CreditRisk,
Market Risk, and Operational Risk, are considered the
majorriskstheBankfaces.

 Risk Management Policy at the Bank is as follows:

  Managing risks fully and evaluating, supervising and
controllingallrisksimplicatedtoallproductsandservices

,environmenttolinkedisthatrisksystematicManaging
region,andregulationsthatcannotbeeliminatedbutcan
be managed with a proper preparation of contingency
plans and diversification in assets, investments, and
fundingsources.


 Managing non-systematic risk by having appropriate
policies and procedures, internal control system,
compliance,andimprovedsupervisorysystem.


 Credit risk management for both individuals and
corporations by using and applying the approved
measuresof theBoardofDirectorswhichare coherent
withPMAinstructionsandBaselrecommendations.

 Managing market risk which encompasses foreign
exchange risk, and interest rate risk by following the
approvedBoardofDirectors’measures,PMAinstructions
andBaselrecommendations.

meettobanktheenabletomanagementriskLiquidity
itsobligationsatitsduedates.

Operational riskmanagementaccording to theBoard
ofDirectors’measuresresultingfromdefaultsbyinternal
operations,individuals,andsystems.


 Capital adequacy ratio is capable of facing difficult
financialconditionsandprotectingstakeholders’rights.

ManagementRiskThe FrameworkPolicyof theBank is
undertheauthorityoftheBoardofDirectors.TheBoard
isresponsibleforapprovingtheBank’sriskappetiteand
strategy,andtoformallyreviewitannuallyormoreoften
if required.TheBoarddelegatesspecificoversightofall
riskmanagement.activitiesintheBanktotheBoardRisk
Management and Credit Committee While the Board
delegates oversight authority to the BRMC, ultimate
responsibilityfortheBank’seffectiveriskmanagementand
adherencetothisPolicyrestswiththeBoard.TheBoard
will formally review the Risk Management Framework
Policy and all other risk policies at least annually or as
internalorexternaleventsmaydictate.
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 Responsibilities of the Board include the following: 

 strategybusinessDevelops
 BanktheforstrategymanagementriskApproves
 appetiteriskArticulates
 limitsandtolerancesriskintotranslationappetiteriskApproves

structuregovernancerisktheEstablishes
 committeesBoarddifferentbyhighlightedissuesrisksignificantReviews

proceduresandpoliciesriskapprovesandReviews
 functionariesrisktoauthorityrelevantDelegates

managementriskonstakeholderstoReports
 disclosurespublicApproves

 Board Risk Management and Credit Committee

 The Board may delegate responsibility to the Board Risk Management and Credit Committee for the following:

frameworkmanagementriskBank’stheofimplementationanddevelopmentEnsure
BanktheacrosspoliciesrisktheCommunicate

 actionsremedialofupfollowandeffectivenessmanagementriskReview
 committeesriskExecutivedifferentbyhighlightedissuesrisksignificantReview
 exposuresriskBank’stheofmonitoringandoversightOngoing
 requirementsmanagementriskexternalotheranyandregulationsPMA,policiesBankwithcomplianceMonitor
 OfficerRiskChieftheofappointmenttheofApproval

TheBoardwillalsoregularlyreviewandapprovedata,analyses,andtransactionsrelatingtotheBank’sriskmanagement
activities.

 Executive Risk Management Committee

 The Executive Risk Management Committee (ERMC) is a management committee that is delegated with authority from the Board to 
implement the Bank’s risk management framework. Responsibilities include the following:
 

BoardthetostrategyandappetiteriskBank’stherecommendandDevelop
risksmaterialBank-wideofmanagementandassessment,identificationOversee
strategiesbusinessBank’stheofimplicationsrisktheAssess

 profileriskBank’stheonenvironmentscompetitiveandeconomic,marketinchangesofimpacttheConsider
 policies/guidelinesriskapprovedfrom,anyif,exceptionsReview
 policyprovisioningtheofadequacyReview
 FrameworkManagementRisktheofimplementationtowardsprogressBank’sthereviewandMonitor
 requirementsregulatoryandlegalwithcomplianceMonitor
 functionsmonitoringandreviewitsfromarisingmattersmaterialallonBoardthetoReport
 riskssignificantallofmagnitudeandnaturetheonmonthlyReport
 processmanagementrisktheofeffectivenessoveralltheonBoardthetoReport
 levelsstaffandmanagementallatawarenessriskDevelop
 staffbankentiretoManagementRiskonprogramtrainingformalaInitiate/oversee
 policiesmanagementriskrelevantBoardthetoRecommend
 implementedarepracticesandpoliciesmanagementrisksoundEnsure
 risksidentifiedmanagetoplaceinareproceduresadequateEnsure
 .planmanagementcapitalandriskOversee
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 Risk Management Departments

 The Risk Management Departments, headed by the Deputy General Manager - Chief Risk Officer (CRO), is responsible for developing
and implementing the Bank’s Risk Management framework. Responsibilities include the following:

proceduresandpoliciesriskDrafts
toolsmeasurementandstandardsmanagementriskDevelop

 positionsriskmaterialinchangeand,trends,reporting,aggregationriskincluding,profileriskoverallBank’sMonitors
 (functionCompliancethewithcoordinationin)proceduresandpoliciesriskwithcomplianceMonitors
 managementseniortoissuescontrolandriskescalatesandunitsbusinessacrossriskCompiles
 profileriskaggregateonreportspresentsanddevelopsPeriodically

trainingriskBank-wideandlanguageriskcommonaofdevelopmentthroughcultureriskorganizationtheSupports
andsupport
 .unitsbusinesstodisseminatesandpracticesleading/regulationsrisk-relatedofinterpretationProvides

 Business Unit Responsibilities

 As noted herein, the day-to-day risk management or implementation of the approved risk management strategy is the responsibility of 
the risk taker. Their responsibilities include the following:

linesbusinesstheirwithinrisksvariousreportandmonitor,measure,assess,Identify
 policiesriskrelevantofparametersthewithinactivitiesbusinessManage
 criteriastrategyandappetiteriskthemeetthatproposalsbusinessRecommend
 policyriskdocumentedwithlineincontrolsofeffectivenesstheAssess
 controlofsystemsuitableamonitorandoperate,Design
 activitybusinessdaytodayofpartasrisksreviewandManage

departmentsmanagementrisktheforreportsdailyDevelop
 basisregularaondepartmentsmanagementriskthetoissuesriskReport

capitalonreturnsadjustedrisktargetedseektotransactionsmanagingandpricingwithchargedareunitsbusinessThe
thatisallocatedtotheproduct,profitcenter,branchorothermeasurementunit.
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 Major Shareholders
followingThe.(2009ofendtheatshareholders3,071)3,299wasshareholdersofnumberthe,2010ofendtheAt
schedulepresentsshareholderswhoownmorethan5%asof31stDecember2010

2010 2009

Name  No. of Shares
 of 

Ownership  No. of Shares
 Percentage of 
Contribution

 A. M. Al-Kharafi & Sons Trading Co. 7,631,285  7.63 % 7,631,285 7.63 % 

 Palestine Investment Fund 6,355,092  6.36 % 5,598,675 5.59 % 

 Mrs. Mahdiya Y. Shawa 6,287,843  6.29 % 6,287,843 6.28 % 

 HSBC 6,117,523  6.12 % 5,792,323 5.79 % 

 International Finance Corporation 5,000,000 5.00 % 5,000,000 5.00 % 

 Share Ownership of the Board of Directors, Executive Management and First Degree Relatives

 Board of Directors Ownership

 Member of Board of Directors  Citizenship  Ownership
 Percentage  Number of Shares Owned

End of 2010 End of 2009

 Hashim H. H. Shawa  Palestinian 3.87 % 3,868,255 3,858,255
 Youssef M. Y. Nijm  Palestinian 0.07 % 67,150 62,502

 Awni M. I. Skaik  Palestinian 0.17 % 174,980 174,980

 Reyad A.. A. Zimmou  Palestinian 0.06 % 61,320 77,320

 Maher J. Farah  Palestinian 0.45 % 451,032 451,032

 Mamon A. H. Abu Shahla  Palestinian 0.52 % 516,797 516,797

 John Khoury American 0.02 % 16,000 -

 Faysal G. Shawa  Palestinian 0.02 % 16,000 45,992

 Hani H. M. Nijm  Palestinian 0.10 % 100,247 92,747

Tarek T. Shaka  Palestinian 0.02 % 18,343 55,588

 Mohammed M. Hirbawi  Palestinian 0.10 % 95,681 71,639

 Board of Directors First Degree Relatives Ownership:

Name  Citizenship  Number of Shares Owned

End of 2010 End of 2009

Bernardita Vigano Shawa Swiss 54,662 42,119

 Howria M. Nijm  Palestinian 17 17

Genevieve Chantal Marie Boimond  Palestinian 15,080 80

 Atezaz M. Skaik  Palestinian 5,000 5000
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 Senior Management Ownership

Name Citizenship Number of Shares Owned

End of 2010 End of 2009

 Alaa M. Al Redwan  Palestinian 4,736 5,738

 Rushdi M. Ghalayini  Palestinian 6,832 6,832

 Ihsan K. Shuashaa  Palestinian 11,640 6,640

 Salman M. Qemailah  Palestinian 16,320 38,735

 Wael Abd Allatif Al Sourani  Palestinian 3,862 3,762

 Hani Salah Nasser  Palestinian 2,400 2,400

 Khamis F. Asfoor  Palestinian 3,340 3,340
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 Salaries and Bonuses 

 Senior Executive Management Salaries and Bonuses

salariesandbonusesManagersGeneralAssistantandManagersGeneralDeputy,ManagerGeneral
amountedtoUSD692,520.

 Seminars Cost and Travel Expenses of Senior Executive Management

TravelandCostSeminarsManagersGeneralAssistantandManagersGeneralDeputy,ManagerGeneral
ExpensesamountedtoUSD104,167.

 Credit Facilities Granted to Senior Executive Management:

.1,198,375USDwasManagementExecutiveSeniortograntedfacilitiescreditTotal

 Proposed Remuneration to Board of Directors

.990,000USDis2010yeartheforprofitsonbasedremunerationDirectorsofBoardProposed

 Other Disclosures

 Depending on Main providers and Customers

totaloutofmoreor10%representwhocustomersorprovidersforeignandlocalmainnoareThere
purchasesor/andsales.

 Privileges

byproductsitsofanyorcompanythetoprivilegeorprotectiongovernmentalanyhavenotdoesbankThe
law,regulationsorothers.

 Extraordinary Transactions

notandyearfinancialtheduringtransactionsextraordinaryofbecauseoccurredeffectfinancialnoisThere
partoftheBank’smainoperations.

 Decisions with Material effect

IsraeliMilitaryordersarethemajorobstaclestoBank’soperations,especiallythesiegeontheGazaStrip
andmilitarycheckpointsspreadacrosstheWestBank.Inspiteofthissituation,BankofPalestinehasthe
abilityandexperiencetoadaptwiththeseorders.
itsmanagetobanktheenablesterritoriesPalestiniantheinnetworkbankinglargesttheHaving
transactionsandtheircontinuityeffectivelywithprevailingconditions.

 Issues Requested Voting by Shareholders

Noissuesrequestedaspecialvotingbyshareholdersduringtheyear2010.

 Preliminary Financial Statements

finaltheandpreviouslydisclosedstatementsfinancialpreliminarythebetweendifferencenoisThere
financialstatementsexceptadecreaseinowners’equitybyUSD1,660andanincreaseinliabilitiesbythe
sameamountbecauseofreclassificationofaccounts.

 External Auditor

.statementsfinancial2010audited.CoYoung&Ernst

 Disseminating Information

toforminvitationanwithaddressregisteredtheiratshareholdersalltosentbewillReportAnnualThe
attendtheGeneralAssembly.Thereportwillalsobeavailableinallofourbranchesandonourelectronic
websitewww.bankofpalestine.com
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 Based on BOP’s vision to operate in the investments and securities sector, BOP established Al-Wasata Securities Company in 2007 which works 

in the field of brokerage, underwriting management and portfolio management in Palestinian and Arab stock markets. The company started 

its operation in January 2007 , the company paid up capital is USD 3,560,000 and BOP shareholding is 87% of total capital. The company is a 

member of Palestine Exchange and it has been successful in four years since its establishment to rank the first among its peers in the number 

of accounts opened. In addition, more than 10,000 new investors were attracted by the company. Al-Wasata new investors constitute 35% of 

total new investors registered in Palestine Exchange.

 During 2010, the volume of traded shares was USD 205 million in Palestine and regional markets which enabled the company to achieve an 

advanced position among other operating companies. The company has two head offices one in Ramallah and the other in Gaza.

 In order to serve and communicate with investors wherever they are and based on BOP’s expansion strategy, a new branch was opened in 

Khan Yonis city to serve investors located in Southern Gaza Strip. The new branch is equipped with latest technology to provide investors with 

a highest degree of comfort, security and easiness.

 Al-Wasata Company is one of the first companies to introduce e-trading services in Palestine exchange through a secure and advanced 

software which provides investors with all needed information to make the right investment decision. This service makes trading on shares 

quite easy. 

Al Wasata Securities Company

GET THE RIGHT 
PERSPECTIVE 
For The Right Investment
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Branch Network

 General Management – Head Office
 Ramallah, Ain Misbah

 Tel: 970 (02) 2965010

 Fax: 970 (02) 2964703

 P.O. Box: 471, Ramallah

 Email: gmwb@bankofpalestine.com

 Email: info@bankofpalestine.com

 Ramallah Branch
 Ain Misbah

 Tel : 02-2985921/4

 Fax: 02-2985920

 Email: bop8@bankofpalestine.com

 Manager: Hatem KH. Mostafa

 Irsal Office - Ramallah 
 Irsal st.

 Tel: 02-2966860/3

 Fax: 02-2966864

 Email: mkhabisa@bankofpalestine.com

 Manager: Mohamed A. Khabesa

 Tanus Office - Ramallah
 Tanus Building , Main Street.

 Tel : 02-2972170/1

 Fax : 02-2982182

 Email: bop08@bankofpalestine.com

 Manager: Kayed Sh. Elremawe

 Dier Dibwan Office - Ramallah
 Dier Dibwan , Al Moghtarebeen Square

 Tel : 02-2897144

 Fax: 02-2897143

 Email: mnf@bankofpalestine.com

 Manager: Marwan Mfarja

 Turmosa’ya Offce - Ramallah
 Munisipality Building , Main Street

 Tel: 02-2805272/3

 Fax: 02-2805274

 isalameh@bankofpalestine.com

 Manager: Eman Salamah

 Beirzait office - Ramallah
 Birzeit university

 Tel: 02-2819441

 Fax: 02-2819444

 Email: bop08@bankofpalestine.com

 Manager: Maher Ibsharia

 

 Silwad office - Ramallah
 Main St.

Tel: 02-2891233/4 

Fax: 02-2891235

Email: Silwad@Bankofpalestine.com

Manager: Abed Shukhah

 Nablus Branch
 Sufian st.

 Tel: 09-2382030/2

 Fax: 09-2382923

 Email: bop7@bankofpalestine.com

 Manager: Naser M. Baker

 Hisba Office - Nablus 
 hisba st.

 Tel: 09-2311460/1

 Fax: 09-2311922

 Email: fawaz.abudher@bankofpalestine.com

 Manager: Fawaz A. Edhar

 Huwara Office
 Main St.

Tel: 09-2591124

Fax: 09-2591127

 Email: awni.mletat@bankofpalestine.com

 Manager: Awni Mlitat

 Jenin Branch
 Abu Baker st.

 Tel: 04-2439521/3

 Fax: 04-2439520

 Email: bop14@bankofpalestine.com

 Manager: Ryad A. Abu-Elrob

 Qabatia Office - Jenin 
 Main St.

 Tel: 04-2511521

 Fax: 04-2511520

 Email: bop014@bankofpalestine.com

 Manager: Made R. Shegha

 Maythalon Office - Jenin
 Maythalon , main street

 Tel: 04-2519002

 Fax: 04-2519003

 Email: sabusalah@bankofpalestine.com

 Manager: Saber Kalalwa

 Yaa’bad Office - Jenin
 Yaa’bad , main street

Yaseen’s circle

Tel: 04-2519002

Fax: 04-2519003

 Email: azzamhanaysheh@bankofpalestine.com

Manager: Azam Hanaysheh

 Al Yamoon Office
 main street, Martyrs circle

 Tel: 04/2441660

 Fax: 04/2441661

 Email: khaled.jalamneh@bankofpalestine.com

 manager: Khaled Jalamna

 Toubas Branch
 Al Ghour st.

 Tel: 09-2573801/2/3

 Fax: 09-2573804

 Email: bop18@bankofpalestine.com

 Manager: Montser J. Kanazea

 Tulkarem Branch
 Yaser Arafat st.

 Tel: 09-2686622/4

 Fax: 09-2686625

 Email: bop17@bankofpalestine.com

 Manager: Khaled Shahrour

 Qalqilia Branch
 Sabe’ Street.

 Tel: 09-2947921/3

 Fax: 09-2947924

 Email: bop16@bankofpalestine.com

 Manager: Eslam M. Jeade

 Azoun Office – Ramallah
 Azoun Main Street.

 Tel: 09-2902941/2

 Fax: 09-2902943

 Email: bop016@bankofpalestine.com

 Manager: Dawod A. Oda

 Salfet Branch
 Al Qassam St.

 Tel : 09-2519950/1/2

 Fax: 09-2519953

 Email: mgr469@bankofpalestine.com

 Manager: Mohamed Khofash

West Bank
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 Jericho Branch
 Maghtas st.

 Tel: 02-2321083/4

 Fax: 02-2321085

 Email: bop6@bankofpalestine.com

 Manager: Mohamed A. Masaeed

 Al Karamah Office - Jerico
 Karama border

 Tel: 02-9944640

 Fax: 02-9944640

 Manager: Mohamed A. Masaeed

 Bethlehem Branch
 Mahd St.

 Tel: 02-2765515/6

 Fax: 02-2765517

 Email: bop15@bankofpalestine.com

 Manager: Esa S. Qeses

 Bait Jala office
 Muncipality building - city center

 Tel: 02-2746303/4

 Fax: 02-2746308

 Email: beitjala@bankofpalestine.com

Manager: Rula Hawari

 Hebron Branch
 Salam st.

 Tel: 02-2250001/3

 Fax: 02-2250004

 Email: bop12@bankofpalestine.com

 Manager: Moauea F. Qawasme

 Dura Office – Hebron
 Dura , Yafa Street

 Tel: 02-2285402/5

 Fax: 02-2285422

 Email: bop012@bankofpalestine.com

 Manager: Jafer A. Sharawna

 Saeer Office - Hebron
 Saeer , El-arood Street.

 Tel: 02-2563544/5

 Fax: 02-2563547

 Email: bop82@bankofpalestine.com

 Manager: Ayham Qarja

 Yatta Office – Hebron
 Yatta, main st.

 Tel: 02-2273550

 Fax: 02-2273555

 Email: amead.aburajab@bankofpalestine.com

 Manager: Amead Abu Rajab

 Tarqumia office
 Tarqumia, School’s Triangle

 Tel: 970 (02) 2584388

 Fax: 970 (02) 2584386

 Email: kqawasmi@bankofpalestine.com

 Manager:  Khalid Al Kawasmi

 Abu Dees Branch 
 El Borg El thahbi Tower

 Tel: 02-2794770/3

 Fax: 02-2794775

 Email: bop470@bankofpalestine.com

 Manager: Ramzi abu salem

  

 General Management
 Omar El Mokhtar Street , Al jundi

 Tel:08-2843059/69

 Fax:08-2846025

 P.O.Box:50

 Email: info@bankofpalestine.com

 Remal (Jundi) Branch
 Omar Mokhtar st.

 Tel: 08-2843039/49

 Fax: 08-2861755

 Email: bop4@bankofpalestine.com

 Manager: Emad Galayinee

 Remal (Saraiah) 
 Al Jalaa st.

 Tel: 08-2835866/77

 Fax: 08-2865787

 Email: bop04@bankofpalestine.com

 Manager: Tamer R. Madane

 Karni Office
 Karni crossing

 Telefax: 08-2803466

 Manager: Emad Galayinee

 Main Branch
 Omar Mokhtar st.

 Tel: 08-2823272/7

 Fax: 08-2865667

 Email: bop1@bankofpalestine.com

 Manager: Rafek Abu Daia

 Omar Mokhtar 
 Omar Mokhtar st.

 Tel: 08-2835411/88

 Fax: 08-2865786

 Email: bop0@bankofpalestine.com

 Manager: Mohamed R. Moshtaha

 Jabalia Branch
 Saleh Dardounah St.

 Tel: 08-2481121/2/3/5/6

 Fax: 08-2481124

 Email: bop3@bankofpalestine.com

 Manager: Majed F. Barakat

 Naser Branch
 Naser st.

 Tel: 08-2854711/2

 Fax: 08-2854717

 Email: bop11@bankofpalestine.com

 Manager: Mohamed S. Dalol

 Nussirat Branch
 Main st.

 Tel: 08-2555933

 Fax: 08-2555922

 Email: bop13@bankofpalestine.com

 Manager: Mohamed S. Abu Marak

 Deir El Balah Branch
 Main st.

 Tel: 08-2532032/3

 Fax: 08-2532031

 Email: bop10@bankofpalestine.com

 Manager: Ali E. Jenana

 Khan Younis Branch
 Hindi st.

 Tel: 08-2067320/30

 Fax: 08-2052932

 Email: bop2@bankofpalestine.com

 Manager: Mohamed E. Zoarop

 Rafah Branch
 Keshta st.

 Tel: 08-2138555

 Fax: 08-2136071

 Email: bop5@bankofpalestine.com

 Manager: Anwar M. Abu Nahla

 Rafah Crossing Office
 Rafah crossing

 Tel: 08-6713439

 Fax: 08-6713439

 Manager: Anwar M. Abu Nahla

Gaza Strip
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IndependentAuditors’ReporttotheShareholdersof
TheBankofPalestinePLC

WehaveauditedtheaccompanyingconsolidatedfinancialstatementsoftheBankofPalestinePLC(theBank)which
comprise the consolidated statement of financial position as at December ,31 2010 and the consolidated income
statement, consolidated statement of comprehensive income, consolidated statement of changes in equity and
consolidatedstatementofcashflowsfortheyearthenended,andasummaryofsignificantaccountingpoliciesand
otherexplanatoryinformation.

Theconsolidatedfinancial statementsof theBankasatDecember2009,31wereauditedbyotherauditorswhose
reportexpressedanunqualifiedopinionbeforetherestatementsdepictedinnote(44)totheaccompanyingconsolidated
financialstatement.

BoardofDirectors’ResponsibilityforFinancialStatements

TheBoardofDirectorsisresponsibleforthepreparationandfairpresentationoftheseconsolidatedfinancialstatements
inaccordancewithInternationalFinancialReportingStandards,andforsuchinternalcontrolasmanagementdetermine
isnecessarytoenablethepreparationofconsolidatedfinancialstatementsthatarefreefrommaterialmisstatements,
whetherduetofraudorerror.

Auditors’Responsibility

Ourresponsibilityistoexpressanopinionontheseconsolidatedfinancialstatementsbasedonouraudit.Weconducted
ourauditinaccordancewithInternationalStandardsonAuditing.Thosestandardsrequirethatwecomplywithethical
requirementsandplanandperformtheaudittoobtainreasonableassuranceaboutwhethertheconsolidatedfinancial
statementsarefreefrommaterialmisstatement.

Anauditinvolvesperformingprocedurestoobtainauditevidenceabouttheamountsanddisclosuresinthefinancial
statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of
materialmisstatementofthefinancialstatements,whetherduetofraudorerror.Inmakingthoseriskassessments,the
auditorconsidersinternalcontrolrelevanttotheentity’spreparationandfairpresentationofthefinancialstatements
inordertoesignauditproceduresthatareappropriateinthecircumstances,butnotforthepurposeofexpressingan
opinionontheeffectivenessoftheentity’sinternalcontrol.Anauditalsoincludesevaluatingtheappropriatenessof
accountingpoliciesusedandthereasonablenessofaccountingestimatesmadebymanagement,aswellasevaluating
theoverallpresentationofthefinancialstatements.

Webelieve that the audit evidencewehaveobtained is sufficient andappropriate toprovide abasis forour audit
opinion.

Opinion

Inouropinion,theconsolidatedfinancialstatementspresentfairly,inallmaterialrespects,thefinancialpositionofthe
BankasatDecember2010,31anditsfinancialperformanceanditscashflowsfortheyearthenendedinaccordance
withInternationalFinancialReportingStand

EmphasisofaMatter

Withoutqualifyingouropinion,asdepicted innote (18) to theconsolidatedfinancial statements, theBankhasnot
reached final tax settlements with tax authorities on its results of operations for the years from 2005 to .2009 In
addition,theBankprovidesfortaxesinaccordancewiththetaxlawsprevailinginPalestineandthePresidentialDecree
issuedin2007whichexemptstaxpayersinthesoutherngovernments(Gaza)fromtaxes.Accordingly,taxprovisions
fortheyearsfrom2007to2010doesnotaccountfortheBank’soperationsfromGazabranches.

February2011,10
Ramallah-Palestine
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Consolidated Statement of Financial Position
AsatDecember2010,31

2010
2009

(Restated)
January2009,1

(Restated)

Notes U.S.$ U.S.$ U.S.$

ASSETS

CashandbalanceswithPalestine
MonetaryAuthority 4 320.225.462 284.176.154 186.808.845

Balancesatbanksandfinancial
institutions 5 361.818.124 381.450.254 430.538.810

Held–for-tradinginvestments 6 9.620.467 17.512.124 10.015.851

Directcreditfacilities 7 545.026.391 343.311.230 285.337.011

Available-for-saleinvestments 8 253.325.634 18.407.690 7.723.742

Held-to-maturityinvestments 9 - 197.962.375 88.573.424

Investmentinassociate 10 9.422.627 - -

Investmentproperties 671.413 671.413 671.413

Property,plantandequipment 11 31.168.875 29.040.311 24.643.815

Otherassets 12 13.759.029 10.485.951 12.520.003

TotalAssets 1.545.038.022 1.283.017.502 1.046.832.914

LIABILITIESANDEQUITY

Liabilities

PalestineMonetaryAuthority’sdeposits 13 41.867.735 65.376.237 41.274.432

Banks’andfinancialinstitutions’deposits 14 19.926.307 2.420.979 623.948

Customers’deposits 15 1.205.950.955 978.947.595 808.158.120

Cashmargins 16 45.531.980 37.736.181 32.339.177

Sundryprovisions 17 9.902.447 9.214.246 7.556.770

Taxprovisions 18 25.803.117 18.420.941 12.256.806

Otherliabilities 19 32.171.231 20.078.859 21.528.926

TotalLiabilities 1.381.153.772 1.132.195.038 923.738.179

EquityattributabletotheBank’s
shareholders

Paid-insharecapital 21 100.000.000 100.000.000 81.404.137

Additionalpaid-incapital 22 9.034.692 9.034.692 9.034.692

Statutoryreserve 20 16.407.381 13.395.184 10.085.854

Voluntarilyreserve 20 88.418 87.047 6.480

Generalbankingrisksreserve 20 8.907.852 5.726.755 4.645.546

Pro-cyclicalityreserve 20 4.604.991 - -

Available-for-saleinvestmentreserve 8 3.227.041 (1.115.276) (1.892.048)

Retainedearnings 21.039.536 23.117.225 19.324.011

163.309.911 150.245.627 122.608.672

Non-controllinginterests 574.339 576.837 486.063

NetEquity 163.884.250 150.822.464 123.094.735

TotalLiabilitiesandEquity 1.545.038.022 1.283.017.502 1.046.832.914

Theaccompanyingnotesfrom1to45formintegralpartoftheseconsolidatedfinancialstatements
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Consolidated Income Statement
FortheyearendedDecember2010,31

2010
2009

(Restated)

Notes U.S.$ U.S.$

Interestincome 23 50.580.117 43.765.282

Interestexpense 24 (4.087.481) (4.047.418)

Netinterestincome 46.492.636 39.717.864

Netcommissions 25 15.350.418 13.147.965

Netinterestandcommissionsincome 61.843.054 52.865.829

Foreigncurrencygain 4.585.200 5.450.364

Gain(loss)fromfinancialinvestments 26 4.498.888 (1.836.598)

Recoveryoflawsuitsprovision 17 1.990.000 -

Otherrevenues 27 6.123.995 8.056.156

Grossprofit 79.041.137 64.535.751

Expenses

Personnelexpenses 28 (24.142.630) (18.340.884)

Otheroperatingexpenses 29 (12.680.052) (10.018.840)

Depreciation 11 (3.383.350) (2.594.179)

Shareofresultsofassociate 10 (574.974) -

Creditfacilitieswrittenoff (501.856) (444.232)

PalestineMonetaryAuthorityfines 30 (26.170) (44.313)

Totalexpenses 41.309.032 31.442.448

Profitbeforetaxes 37.732.105 33.093.303

Taxexpense 18 (7.612.636) (6.164.135)

Profitfortheyear 30.119.469 26.929.168

Attributableto:

EquityholdersoftheBank 30.121.967 26.838.394

Non-controllinginterests (2.498) 90.774

30.119.469 26.929.168

Basicanddilutedearningspershare 33 0.30 0.27

Theaccompanyingnotesfrom1to45formintegralpartoftheseconsolidatedfinancialstatements
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Consolidated Statement of Comprehensive Income
FortheyearendedDecember2010,31

2010 (Restated)2009

U.S.$ U.S.$

Profitfortheyear 30.119.469 26.929.168

Othercomprehensiveincome:

Unrealizedgainonfinancialinvestments 1.448.587 776.772

Recoveryofunrealizedrevaluationlossesoffinancialinvestments
reclassifiedintoinvestmentinanassociate(note10) 2.346.584 -

Impairmentofavailable-for-saleinvestmentsrecognizedinthe
consolidatedincomestatement 547.146 -

Othercomprehensiveincomefortheyear 4.342.317 776.772

Totalcomprehensiveincomefortheyear 34.461.786 27.705.940

Attributableto:

EquityholdersoftheBank 34.464.284 27.615.166

Non-controllingInterests (2.498) 90.774

34.461.786 27.705.940

Theaccompanyingnotesfrom1to45formintegralpartoftheseconsolidatedfinancialstatements
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Consolidated Statement of Changes in Equity
FortheyearendedDecember2010,31

Reserves

Paid-inshare
capital

Additional
paid-in
capital

Statutory Voluntarily
General
banking

risks

Pro-
cyclicality

Available-
for-sale-

investments

Retained
earnings Total

Non-
controlling
interests

Netequity

2010 U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$

AtJanuary,1
2010 100.000.000 9.034.692 13.395.184 87.047 5.726.755 - (1.115.276) 23.117.225 150.245.627 576.837 150.822.464

Total
comprehensive
incomeforthe
year

- - - - - - 4.342.317 30.121.967 34.464.284 (2.498) 34.461.786

Transfersto
reserves - - 3.012.197 1.371 3.181.097 4.604.991 - (10.799.656) - - -

Cashdividends
(note31) - - - - - - - (21.400.000) (21.400.000) - (21.400.000)

AtDecember
2010,31 100.000.000 9.034.692 16.407.381 88.418 8.907.852 4.604.991 3.227.041 21.039.536 163.309.911 574.339 163.884.250

Reserves

Paid-inshare
capital

Additional
paid-in
capital

Statutory Voluntarily
General
banking

risks

Pro-
cyclicality

Available-
for-sale-

investments

Retained
earnings Total

Non-
controlling
interests

Netequity

2009 U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$

AtJanuary,1
before-2009
restatement

81.404.137 9.034.692 10.092.391 6.480 4.645.546 - 1.692.048 19.382.844 122.674.042 495.831 123.169.873

restatements
(note44) - - (6.537) - - - (58.833) (65.370) (9.768) (75.138)

AtJanuary,1
After-2009
restatement

81.404.137 9.034.692 10.085.854 6.480 4.645.546 - (1.892.048) 19.324.011 122.608.672 486.063 123.094.735

Total
comprehensive
incomeforthe
year

- - - - - - 776.772 26.838.394 27.615.166 90.774 27.705.940

Transfersto
reserves - - 3.309.330 80.567 1.081.209 - - (4.471.106) - - -

Stockdividends
(note31) 18.595.863 - - - - - - (18.595.863) - - -

Fractionsof
stockdividends
sold

- - - - - - - 21.789 21.789 - 21.789

AtDecember
2009,31
(restated)

100.000.000 9.034.692 13.395.184 87.047 5.726.755 - (1.115.276) 23.117.225 150.245.627 576.837 150.822.464

Theaccompanyingnotesfrom1to45areanintegralpartoftheseconsolidatedfinancialstatements
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Consolidated Statement of Cash Flows 
FortheyearendedDecember2010,31

Note 2010
2009

(Restated)

U.S.$ U.S.$

Operatingactivities

Profitbeforetaxes 37.732.105 33.093.303

Adjustmentsfor:

Depreciation 3.383.350 2.594.179

Gainsfromfinancialinvestments (1.138.957) (619.582)

Impairmentlossesoffinancialinvestments 547.146 3.000.000

Recoveryoflawsuitsprovision (1.990.000) -

Recoveryofimpairmentoffinancialinvestments (3.000.000) -

Amortizationofbondspremiumanddiscount 763.775 1.768.078

Recoveryofsuspendedinterest (1.500.446) (3.750.292)

Shareofresultsofanassociate 574.974 -

Sundryprovisions 2.834.561 1.930.647

Gainondisposalofproperty,plantandequipment (6.141) (9.523)

38.200.367 38.006.810

Changesinassetsandliabilities:

Directcreditfacilities (200.214.715) (54.223.927)

StatutorycashreserveatPalestineMonetaryAuthority (26.324.008) (18.914.896)

Otherassets (3.273.078) 2.034.052

Customers'deposits 227.003.360 170.789.475

Cashmargins 7.795.799 5.397.004

Otherliabilities 10.017.782 (742.093)

Sundryprovisionspaid (156.360) (273.171)

Netcashflowsfromoperatingactivities 53.049.147 142.073.254

Investingactivities:

Purchaseofavailable-for-saleinvestments (17.508.331) (51.776.500)

Purchaseofheld-for-tradinginvestments (2.361.879) (11.413.684)

Purchaseofheld-to-maturityinvestments (70.440.220) (142.288.057)
Proceedsfromsaleoftradingandavailable-for-sale
investments 14.304.233 45.934.242

Disposalsofheld-to-maturityinvestments 43.193.592 27.351.309

Cashdividendsreceived 907.077 543.820

Purchaseofproperty,plantandequipment (5.542.913) (7.043.216)

Proceedsfromsaleofproperty,plantandequipment 37.140 62.064

Netcashusedininvestingactivities (37.411.301) (138.630.022)

Financingactivities:

Cashdividendspaid (19.541.502) -

Proceedsfromfractionsofstockdividendssold - 21.789

Netcashflows(usedin)fromfinancingactivities (19.541.502) 21.789

(Decrease)increaseincashandcashequivalents (3.903.656) 3.465.021

Cashandcashequivalents,beginningoftheyear 507.725.468 504.260.447

Cashandcashequivalents,endofyear 32 503.821.812 507.725.468

Theaccompanyingnotesfrom1to45areanintegralpartoftheseconsolidatedfinancialstatements
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 Notes to the Consolidated Financial Statements
December2010,31

.1 General

.2 ConsolidatedFinancialStatements

Bank of Palestine PLC (the Bank) was established in
1960 and is registered with the companies’ controller
officeofthePalestinianNationalAuthorityinGazaasa
publicshareholdinglimitedcompanyunderregistration
no(563200096)inaccordancewithCompaniesLawof
.amendmentssubsequentitsand1929

TheBank’sauthorizedandpaid-in sharecapital is100
millionsharesofU.S.1$parvalueforeachshare.Further,
theBank’sgeneralassemblyresolvedinitsextraordinary
meetingheldonApril2010,30to increaseauthorized
share capital to200million shares. ofAs thedateof
theseconsolidatedfinancialstatements,theincreasein
theauthorizedsharecapitalwasnotregisteredwiththe
companies’controlleroffice.

TheBank’sshareswerelistedfortradingwithPalestine
Exchangeduring2005.

TheBankiscarryingoutallofitsbankingandfinancial
activitiesthroughits19branchesand23officeslocated
inPalestine.

TheBank’snumberofpersonnelreached943and864
asatDecember2010,31and,2009respectively.

Theconsolidatedfinancialstatementsfortheyearended
December2010,31wereauthorizedforissuancebythe
Bank’sboardofdirectorsduringtheirmeetingnumber
.2011,10Februaryonheld294

The consolidated financial statements comprise of the financial statements of the Bank of Palestine and its
subsidiariesasatDecember2010,31.

ThefinancialstatementsforAl-WasataSecuritiesPrivateLimitedShareholdingCompany(Al-WasataCompany/subsidiary)
and Investment2000PrivateLimitedShareholdingCompany (Investment2000Co./subsidiary)havebeenconsolidated
withtheBank’sfinancialstatementsonaline-by-linebasisaftereliminatingallintercompanybalancesandtransactions
betweentheBankanditssubsidiaries.

TheBank’sdirectandindirectownershipinthesubsidiaries’capitalisasfollows:

Ownership Capital

٪ U.S.$

Countryofincorporation 2010 2009 2010 2009

Al-WasataCompany Palestine 87 87 3.560.000 3.560.000

Investment2000Co. Palestine 100 100 100.000 100.000

SubsidiariesarecompaniesoverwhichtheBankcontrolsthefinancialandoperationalpolicies.TheBankandits
subsidiariesoperateinPalestine.
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.3 AccountingPolicies

3.1 Basisofpreparationofconsolidatedfinancialstatements

TheaccompanyingconsolidatedfinancialstatementshavebeenpreparedinaccordancewithInternationalFinancial
Reporting Standards (IFRS), local prevailing laws, and in conformity with Palestine Monetary Authority (PMA)
regulations.

Theconsolidatedfinancialstatementshavebeenpreparedunderthehistoricalcostbasis,exceptforheld-for-trading
investmentsandavailable-for-saleinvestmentsthathavebeenmeasuredatfairvalueatthedateoftheconsolidated
financialstatements.

Theconsolidatedfinancial statementshavebeenpresented inUSDollar,which is the functionalcurrencyof the
Bank.

statementsfinancialofconsolidationofBasis3.2

TheconsolidatedfinancialstatementsoftheBank’sanditssubsidiariesarepreparedforthesamereportingyear
astheBank,usingconsistentaccountingpolicies.Subsidiariesarefullyconsolidatedfromthedateofacquisition,
beingthedateonwhichtheBankobtainscontrol,andcontinuestobeconsolidateduntilthedatethatsuchcontrol
ceases.

Allintra-groupbalances,incomeandexpenses,unrealizedgainsandlossesanddividendsresultingfromintra-group
transactionsareeliminatedinfull.

3.3 Changesinaccountingpolices

TheaccountingpoliciesadoptedareconsistentwiththoseusedinthepreviousyearexceptthattheBankhasad-
optedthefollowingnewandamendedIFRSsduringtheyear.Adoptionofthesestandardsdidnothaveanyeffect
onthefinancialperformanceorpositionoftheBank.

IFRS–3BusinessCombinations(Revised)

IAS27–ConsolidatedandSeparateFinancialStatements(Amended)

IAS39FinancialInstruments:RecognitionandMeasurement(Amended)

ThefollowingIFRSshavebeenissuedbutarenotyetmandatory,andhavenotbeenadoptedbytheBank:

IFRS9FinancialInstruments

IAS–24RelatedPartyDisclosures(Revised)

4.3 Summaryofsignificantaccountingpolicies

Revenuesandexpensesrecognition
Interest income is recognizedas the interestaccruesusing theeffective interestmethodexcept for interestand
commissionincomeonnon-performingfacilities.

Commissionincomeisrecognizedwhentheservicesarerendered.Dividendsincomeisrecognizedwhentheright
toreceivedividendsisestablished.

Expensesarerecognizedwhenincurredbasedontheaccrualbasisofaccounting.

Creditfacilities
Creditfacilitiesarecarriedatamortizedcostnetofallowanceforimpairmentlossesandinterestinsuspense.

Allowance for impairment losses ismadewhencollectionofamountsdue to theBank isnotpossibleandwhen
thereisobjectiveevidencethatoneormoreeventsoccurredaftertheinitialrecognitionofthefacilitiesthathasa
negativeimpactontheestimatedfuturecashflowsofthefacilitiesandcanbereliablyestimated.Impairmentloss
isrecognizedintheconsolidatedincomestatement.

Creditfacilitiesandrelatedimpairmentprovisionarewrittenoffwhencollectionproceduresbecomeineffective,accord-
ingtoPMAregulations.Theexcessintheprovisionforimpairmentlosses,ifany,istransferredtotheconsolidated
incomestatement.Collectionsofpreviouslywrittenoffcreditfacilitiesarerecognizedasrevenues.
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Creditfacilitiesthatareindefaultformorethan6yearsarewrittenofftogetherwithrelatedinterestinsuspenseand
impairmentprovisionsinaccordancewithPMAregulations.

Recognitionoffinancialassets
Purchasesandsalesoffinancialassetsarerecognizedonthetradedate,(whichisthedatethattheBankcommits
topurchasingorsellingthefinancialasset).

Held-for-tradinginvestments
Financialassetsheld-for-tradingare initiallyrecognizedatfairvalueandsubsequentlyrecordedintheconsolidated
statement of financial position at fair value. All related realized and unrealized gains and losses resulting from
thechanges in fair value, includinganygainsor losses resulting from the translationofnon-monetaryassets in
foreigncurrencies,arerecognizedintheconsolidatedincomestatement.Interest,dividendsandacquisitioncosts
arerecognizedintheconsolidatedincomestatement.

Available-for-saleinvestments
Available-for-saleinvestmentsaremeasuredatfairvaluepluscostofacquisition.Afterinitialmeasurement,available-
for-sale investments are subsequently measured at fair value. Unrealized gains and losses are reported in the
consolidatedstatementofcomprehensiveincome.Whentheinvestmentorpartofitisdisposedof,thecumulative
gainorlosspreviouslyrecognizedinequityisrecognizedintheconsolidatedincomestatement.Lossesarisingfrom
impairmentofsuchinvestmentsarerecognizedintheconsolidatedincomestatement.Impairmentlossesrecognized
previouslyintheconsolidatedincomestatementcouldberecoveredifthereisobjectiveevidencethattheincrease
infairvalueoccurredinasubsequentperiodtotheperiodinwhichthelossesoccurred.Impairmentlossesofequity
investmentscouldberecoveredthroughtheconsolidatedstatementofcomprehensiveincome.

Available-for-saleinvestmentsarestatedatcostwhentheirfairvaluecannotbereliablydeterminedandanyimpairment
lossisrecognizedintheconsolidatedincomestatement.

Held-to-maturityinvestments
Held-to-maturityinvestmentsarefinancialassetswithdeterminablepaymentsandfixedmaturities,whichtheBank
hastheintentionandabilitytoholdtomaturity.

Held-to-maturityinvestmentsareinitiallyrecognizedatcostpluscostsofacquisition.Afterinitialmeasurement,held-to-
maturityinvestmentsaresubsequentlyre-measuredatamortizedcostusingtheeffectiveinterestratemethod.The
lossesarisingfromimpairmentofsuchinvestmentsarerecognizedintheconsolidatedincomestatement.

Fairvalueoffinancialinstruments
Thefairvalueofinvestmentsthatareactivelytradedinactivefinancialmarketsisdeterminedbyreferencetoquoted
marketbidpricesatthecloseofbusiness.

Forfinancial instrumentswherethere isnoactivemarket,fairvalue isnormallydeterminedbasedononeofthe
followingmethods:

•	 Comparisonwiththecurrentmarketvalueofahighlysimilarfinancialinstrument.

•	 The estimated cash flows discounted at current rates applicable for items with similar terms and risk
characteristics.

Theestimationmethodsaimtoobtainafairvaluethatreflectsthemarketanticipationtakingintoconsideration
themarket factorsandanyexpectedrisksorbenefits. Incase the fairvalueofan investmentcannotbereliably
measured,itisstatedatcostoramortizedcostlessanyimpairmentinvalue.

Offsetting
Financialassetsandfinancialliabilitiesareoffsetandthenetamountisreportedintheconsolidatedstatementof
financialpositionif,andonlyifthereisacurrentlyenforceablelegalrighttooffsettherecognizedamountsandthe
Bankintendstoeithersettleonanetbasis,ortorealizetheassetandsettletheliabilitysimultaneously.

Impairmentoffinancialassets
TheBankassessesateachreportingdatewhetherthereisanyobjectiveevidencethatafinancialassetorgroupof
financialassetsisimpaired,Ifsuchevidenceexists,therecoverableamountisestimatedtodeterminetheimpairment
lossthatshouldberecognizedintheconsolidatedincomestatement.
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Impairmentisdeterminedasfollows:

•	 Financialassetscarriedatamortizedcost:impairmentisthedifferencebetweencarryingamountandthepresent
valueofestimatedfuturecashflowsdiscountedattheoriginaleffectiveinterestrate.

•	 Financialassetscarriedatfairvalue:impairmentisthedifferencebetweencostandfairvalue.

•	 Financialassetscarriedatcost:impairmentisthedifferencebetweencarryingvalueandthepresentvalueof
futurecashflowsdiscountedatthecurrentmarketrateofreturnofasimilarfinancialasset.

Property,plantandequipment
Property, plant and equipment is stated at cost less accumulated depreciation. Depreciation is calculated on a
straight-linebasisovertheestimatedusefullivesoftheassets(exceptforland)asfollows:

Usefullife
(Years)

Realestateproperties 50

Furnitureandequipment 17-6

Computers 10-5

Leaseholdimprovements 5

Vehicles 7

The carrying values of property, plant and equipment are reviewed for impairment when events or changes in
circumstances indicate that thecarryingvaluesmaynotbe recoverable. Ifany such indicationexistsandwhere the
carryingvaluesexceedtheestimatedrecoverableamount,theassetsarewrittendowntotheirrecoverableamount
beingthehigheroftheirfairvaluelesscoststosellortheirvalueinuse.

Expenditure incurredtoreplaceacomponentofan itemofproperty,plantandequipmentthat isaccountedfor
separatelyiscapitalizedandthecarryingamountofthecomponentthatisreplacediswrittenoff.Othersubsequent
expendituresarecapitalizedonlywhentheyincreasethefutureeconomicbenefitsoftherelateditemofproperty,
plantandequipment.Allotherexpendituresarerecognizedintheconsolidatedincomestatement.

Investmentproperties
Investmentpropertiesaremeasuredatcost, including transactioncosts. Investmentpropertiesarederecognized
wheneithertheyhavebeendisposedoforwhennofutureeconomicbenefitisexpectedtobegeneratedfromthe
investmentproperty.

Gainorlossresultingfromderecognizinginvestmentpropertyisrecognizedintheconsolidatedincomestatement
intheperiodofderecognition.

Investmentinassociate
Investmentsinassociatesareaccountedforusingtheequitymethod.AnassociateisanentityoverwhichtheBank
hassignificantinfluence.

Undertheequitymethod,investmentsinassociatesarecarriedintheconsolidatedstatementoffinancialpositionatcost
pluspostacquisitionchangesinBank’sshareofnetassetsoftheassociates.TheBank’sshareinassociates’results
isrecordedintheconsolidatedincomestatement.Unrealizedgainsandlossesresultingfromtransactionsbetween
theBankanditsassociatesareeliminatedtotheextentofitsinterestintheassociates.

ThereportingdatesoftheassociateandtheBankareidenticalandtheassociate’saccountingpoliciesconformto
thoseusedbytheBankforliketransactionsandeventsinsimilarcircumstances.

AssetsobtainedbytheBankbycallingoncollateral
AssetsobtainedbytheBankbycallingoncollateralarestatedintheconsolidatedstatementoffinancialposition
under “Other assets” at the lower of the carrying value or fair value of the assets. These assets are revaluated
individually at the date of the consolidated financial statements at fair value. Any impairment loss is recorded
in the consolidated income statement. However, any appreciation in the assets’ value is not recorded as gain.
Subsequently,thegainresultedfromtheappreciationoftheassetsvalue isrecordedintheconsolidatedincome
statementtotheextentoftheimpairmentlosspreviouslyrecorded.
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Provisions
ProvisionsarerecognizedwhentheBankhasapresentobligation(legalorconstructive)arisingfromapastevent
andthecoststosettletheobligationarebothprobableandcanbereliablymeasured.

Taxprovisions
TheBankprovides for income tax in accordancewithPalestinian IncomeTax Law, IAS (12) and thePresidential
Decreeissuedin2007whichexemptstaxpayersinthesoutherngovernorates(Gaza)fromtaxesfortheyearsfrom
.2010to2007

Accordingly,taxprovisionsfortheyearsfrom2007to2010donotaccountfortheBank’soperationsfromGaza
branches.

InternationalAccountingStandard (12) requires recognizing the temporarydifferences,at theconsolidated state-
mentoffinancialpositiondatebetweenthetaxbasesofassetsandliabilitiesandtheircarryingamountsforfinancial
reportingpurposes,asdeferredtaxassetsorliabilities.Managementelectednottorecognizesuchdeferredtaxes
assetstouncertaintyofbenefitingfromfutureoutcomes.

Deferred tax is provided on temporary differences at the consolidated statement of financial position between
thetaxbasesofassetsandtheliabilitiesandtheircarryingamountsforfinancialreportingpurposes.Thecarrying
amountofthedeferredtaxasset isreviewedateachreportingdateandreducedtotheextentthat isnolonger
probablethatsufficienttaxableprofitwillbeavailabletoalloworpartofthedeferredtaxassettobeutilized.Un-
recognizeddeferredtaxassetsarereassessedateachreportingdateandarerecognizedtotheextentthatithas
becomeprobablethatfuturetaxableprofitwillallowthedeferredtaxassettoberecovered.

Income taxexpense represents theaccrued income taxwhich is calculatedbased in theBank’s taxable income.
Taxableincomemaydifferfromaccountingincomeasthelaterincludesnon-taxablerevenuesornon-deductable
expenses,suchincome/expensemightbetaxable/deductibleinthefollowingyears.

Provisionforemployees’indemnity
Provisionforemployees’indemnityiscalculatedinaccordancewithBank’sby-lawsandthelaborlawprevailingin
Palestine.


Employees’savingfund
TheBankdeducts5%fromtheemployees’monthlybasicsalariesandcontributesadditional5%oftheemployees’
monthlybasicsalariestowardsthesavingfund.ThefundismanagedbycommitteefromtheBank’spersonneland
itsaccountsaremaintainedoutsideoftheBank’saccounts.

Cashandcashequivalents
Cashandcashequivalentsconsistofcashonhand,balanceswithPMA,balanceswithbanksandfinancialinstitutions
maturingwithin threemonths, lessbanksandfinancial institutions’depositsmaturingwithin threemonthsand
restricteddeposits.

Segmentsinformation
Abusiness segmentconsistsofassetsandoperationsprovidinggoodsor services thatareexposed to risksand
returnsdifferentfromthoseofotherbusinesssegments.

Ageographicsegmentrelatestogoodsorserviceswithinaneconomicenvironmentexposedtorisksandreturns
differentfromthoseofothersegmentsworkinginothereconomicenvironments.

Foreigncurrencies
•	 Transactions dominated in foreign currencies occurring during the year, are recorded at the exchange rate

rulingatthedateofthetransaction.

•	 Monetaryassetsandliabilitiesdenominatedinforeigncurrenciesareretranslatedattherateofexchangeruling
atreportingdate.

•	 Non-monetary itemsmeasuredat fairvalueanddenominated inaforeigncurrencyaretranslatedusingthe
exchangeratesatthedatewhenthefairvaluewasdetermined.

•	 Anyforeigncurrencyexchangegainsorlossesarerecognizedintheconsolidatedincomestatement.

•	 Currencyexchangedifferencesfornon-monetaryassetsandliabilitiesitemsstatedatfairvalue(suchasavailable-for-
saleinvestment)arerecognizedintheconsolidatedstatementofcomprehensiveincome.
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Useofestimates
Thepreparationofconsolidatedfinancialstatementsandtheapplicationofaccountingpoliciesrequiremanagement
to make estimates and assumptions that affect the reported amounts of financial assets and liabilities and the
disclosureof contingent liabilities. These estimates and assumptions also affect the revenues and expenses and
the resulting provisions as well as other comprehensive income items. In particular, considerable judgment by
management is required in the estimation of the amount and timing of future cash flows. Such estimates are
necessarily based on assumptions about several factors involving varying degrees of judgment and uncertainty.
Therefore,actualresultsmaydifferresultinginfuturechangesinsuchprovisions.

Managementbelievesthatestimatesusedinthepreparationoftheconsolidatedfinancialstatementsarereasonable
andareasfollows:

•	 TheBankreviewsitsimpairmentprovisionforcreditfacilitiesaccordingtoPMA’sregulationsandIAS(39).

•	 TaxprovisionsarecalculatedannuallybasedonprevailingtaxlawsintheterritoriesinwhichtheBankoperates
andtheaccountingstandardsthattheBankfollows.

•	 Managementreviews,onaregularbasis,theusefullivesofproperty,plantandequipmentinordertoassessthe
depreciationfortheyearbasedontheassets’condition,usefullifeandfutureeconomicbenefits.Impairment,if
any,isrecognizedintheconsolidatedincomestatement.

•	 Managementreviews,onaregularbasis,thefinancialassetsthatarestatedatcosttoestimateimpairments,
ifany.Impairmentlossesarereflectedintheconsolidatedincomestatement.

•	 Lawsuitsprovisionisestablishedtoprovideforanylegalobligations,ifany,basedontheopinionofthe
Bank’slawyer.

•	 Impairmentlossofinvestmentpropertiesisrecognizedbasedonappraisalreportsfromcertifiedvaluators.Impairment
isperiodicallyreviewed.

.4 CashandBalanceswithPalestineMonetaryAuthority
Thisitemcomprisesthefollowing:

2010 2009
January
2009,1

U.S.$ U.S.$ U.S.$

Cashonhand 178.412.674 132.523.164 69.508.900

BalanceswithPMA:

Currentanddemandaccounts 22.690.056 1.537.274 395.126

Timedeposits 2.695.000 60.011.992 45.715.991

Statutorycashreserve 116.427.732 90.103.724 71.188.828

320.225.462 284.176.154 186.808.845

•	 TheBankshallmaintainspecificstatutorycashreserveswithPMAasapercentageoftotalcustomers’
deposits.Nointerestisearnedonthesereservesandcurrentaccounts.Percentagesofreserveswereadjusted
duringtheyearaccordingtoPMAcircular(67/2010)asfollows:

2010 2009

% %

Customers’depositsinIsraeliShekel(ILS) 9 8

Customers’depositsinothercurrencies 9 9



•	 TimedepositsatPMAareinterest-bearingdepositswithinterestratesbasedoncurrentmarketinterestratesless
PMA’scommissionof.0.25%
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.5 BalancesatBanksandFinancialInstitutions
Thisitemcomprisesthefollowing:

2010 2009
January
2009,1

U.S.$ U.S.$ U.S.$

Localbanksandfinancialinstitutions:

Currentanddemandaccounts 191.354 866.016 436.907

Foreignbanksandfinancialinstitutions:

Currentanddemandaccounts 115.658.678 50.166.764 57.262.693

Depositsmaturingwithin3months 245.968.092 330.417.474 372.839.210

361.818.124 381.450.254 430.538.810



•	 Non-interestbearingbalancesatbanksandfinancialinstitutionsasatDecember2010,31and2009amounted
toU.S.80,820,841$andU.S.,34,587,087$respectively.

•	 RestrictedbalancesatbanksandfinancialinstitutionsasatDecember2010,31and2009amountedtoU.S.
CardMasterandVisatomarginscashrepresentamountsThese.respectively,437,000$.U.Sand600,758$
companies.

.6 Held-for-tradingInvestments

2010 2009
January
2009,1

U.S.$ U.S.$ U.S.$

QuotedsharesatPalestineExchange 7.794.199 14.886.830 7.754.562

Quotedbondsatforeignmarkets 1.826.268 2.625.294 2.261.289

9.620.467 17.512.124 10.015.851
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.7 DirectCreditFacilities
Thisitemcomprisesthefollowing:

2010 2009
January
2009,1

U.S.$ U.S.$ U.S.$

Individuals

Loans 163.411.604 107.626.200 79.178.738

Overdraftaccounts 6.083.438 1.020.888 4.148.918

Creditcards 22.329.992 11.905.772 5.228.348

Currentoverdraft 27.177.756 21.701.953 22.107.981

Corporate

Loans 106.388.762 75.383.538 35.893.723

Overdraftaccounts 43.982.522 32.610.475 28.590.704

Currentoverdraft 23.834.665 15.037.872 8.376.919

Smallandmediumcompanies

Loans 10.244.625 30.000 57.542

Overdraftaccounts 189.780 148.388 102.707

Currentoverdraft 300.563 91.644 -

Governmentandpublicsector

Loans 28.190.227 27.140.392 16.358.132

Overdraftaccounts 120.889.464 59.833.794 98.825.092

553.023.398 352.530.916 298.868.804

Suspendedinterestsand
Commission (554.683) (2.045.241) (6.631.047)

Provisionforimpairmentofdirect
creditfacilities (7.442.324) (7.174.445) (6.900.746)

545.026.391 343.311.230 285.337.011

Suspendedinterest
Summaryofmovementfollows:

2010 2009

U.S.$ U.S.$

Balance,beginningoftheyear 2.045.241 6.631.046

Suspendedinteresttransferredtorevenues (1.500.446) (3.750.292)

Suspendedinterestwrittenoff (26.062) (71.619)

Suspendedinterestwrittenoffforfacilitiesindefaultformorethan
years6 - (762.857)

Foreigncurrencyexchange 35.950 (1.037)

Balance,endofyear 554.683 2.045.241
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Provisionfordoubtfulcreditfacilities
Summaryofmovementfollows:

2010 2009

U.S.$ U.S.$

Balance,beginningoftheyear 7.174.445 11.070.395

Impairmentprovisionwrittenoffforfacilitiesindefaultformore
than6years - (3.895.950)

Foreigncurrencyexchange 267.879 -

Balance,endofyear 7.442.324 7.174.445

•	 CreditfacilitiesexcludingunearnedinterestandcommissionsamountedtoU.S.1,517,274$asatDecember
.2009,31Decemberatas921,887$.U.Sand2010,31

•	 Downgradeddirectcredit facilitiesnetof suspended interestaccording toPMAregulationsasatDecember
of(1.98%)and(1.43%)representing6,968,577$.U.Sand7,911,239$.U.Stoamounted2009and2010,31
grosscreditfacilities,respectively

•	 Defaulted credit facilities net of suspended interest as at December ,31 2010 and 2009 amounted to U.S.
$ 6,448,492 and U.S. $ 4,100,168 representing (1.17%) and (1.16%) of direct credit facilities excluding
suspendedinterest,respectively.

•	 According toPMAcircularnumber creditdefaulted,(1/2008) facilities formore thansixyearswerewritten
off from the consolidated financial statements. These defaulted facilities amounted to U.S. $ 4,235,275 as
at December ,31 .2010 The balance of impairment provision and suspended interest for defaulted accounts
amountedtoU.S.3,628,071$andU.S.,607,204$respectively.

•	 DirectcreditfacilitiesgrantedtoPalestineNationalAuthorityasatDecember2010,31and2009amounted
toU.S.148,196,526$andU.S.86,080,735$representing(26.8%)and(24.5%)ofgrossdirectcreditfacilities,
respectively.

•	 DirectcreditfacilitiesguaranteedbyPalestineNationalAuthorityasatDecember2010,31and2009amounted
toU.S.32,796,376$andU.S.15,667,546$representing(5.9%)and(4.4%)ofgrossdirectcreditfacilities,
respectively.

•	 Thefairvalueofcollateralsagainstdirectcredit facilitiesaccordingtoPMAregulationsamountedtoU.S.$
.2010,31Decemberatas721,381,829

•	 Creditfacilitiesgrantedtonon-residentsamountedtoU.S.6,325,000$andU.S.7,705,219$asatDecember
.respectively,2009and2010,31

Followingisthedistributionofcreditfacilitiesnetofsuspendedinterestbyeconomicsector:

2010 2009

U.S.$ U.S.$

Industryandtrade 22.804.560 19.420.015

Services 60.282.299 44.387.864

Retailandwholesales 35.406.248 35.225.679

Realestateandconstruction 46.206.875 21.690.362

Transportation 1.350.844 675.674

Agriculture 18.204.023 4.847.846

Tourism 9.385.159 1.980.605

Financialservices 29.061.830 23.836.851

Publicsector 269.297.514 172.178.879

Others 60.469.363 26.241.900

552.468.715 350.485.675
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.8 Available-for-saleInvestments

2010 2009
January
2009,1

Local Foreign Total Local Foreign Total Total

U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$

Quotedshares - 16.255.732 16.255.732 9.259.243 1.220.302 10.479.545 -

Quotedbonds
(note9) - 156.060.508 156.060.508 - - - -

Treasurybills
(note9) - 76.477.965 76.477.965 - - - -

Investment
portfolios - 531.429 531.429 - 4.078.145 4.078.145 5.973.742

Unquoted
shares* 4.000.000 - 4.000.000 3.850.000 - 3.850.000 1.750.000

4.000.000 249.325.634 253.325.634 13.109.243 5.298.447 18.407.690 7.723.742

fairtheiras,impairmentaccumulatedlesscostatshownareandmarketactiveaninquotednotaresharesThese*
valuescannotbereliablydeterminedduetotheunpredictablenatureoffuturecashflows.TheBankmanagement
believesthatthefairvaluesofsuchinvestmentsarenotmateriallydifferentfromtheircarryingamounts.

Movementonavailable-for-salereserveduringtheyearisasfollows:

2010 2009

U.S.$ U.S.$

Balance,beginningoftheyear (1.115.276) (1.892.048)

Unrealized(loss)gainonfinancialinvestments (3.644.658) 776.772

Unrealizedgainsfromfinancialassetsreclassifiedfromheld-to-
maturityinvestments(note9) 5.093.245 -

Recoveryofunrealizedrevaluationlossesoffinancialinvestments
reclassifiedintoinvestmentinanassociate(note10) 2.346.584 -

Impairmentofavailable-for-saleinvestmentsrecognizedinthe
consolidatedincomestatement 547.146 -

Balance,endofyear 3.227.041 (1.115.276)



.9 Held-to-maturityInvestments

2010 2009
January
2009,1

U.S.$ U.S.$ U.S.$

Bondsheld-to-maturity - 197.962.375 88.573.424
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•	 AspartofbalancingtherisksoftheBank’sinvestmentportfolio,theBanksoldduringtheyearanumberof
bondsthatwereclassifiedasheld-to-maturityinvestmentthroughsaletransactionsthatwereconsidered“more
thaninsignificant”.Consequently,andaccordingtoIAS,(39)theentireportfoliowasreclassifiedtoavailable-
for-sale investmentsandwas revaluatedat fairvalue.The reclassificationwaseffectiveasofDecember,31
theand2010 revaluationdifferenceamountingtoU.S.5,093,245$was recordedasunrealizedgains from
available-for-saleinvestmentsintheconsolidatedstatementofcomprehensiveincome.

.10 InvestmentinanAssociate

TheBankchangedtheaccountingtreatmentofanavailable-for-sale investment inthesharesofArab IslamicBank (AIB) into
an investment inanassociateastheBankwasabletoexercisesignificant influencesoverAIB’sboardofdirectors
andthrough its20% interest in itscapital.TheBankreversedtheavailable-for-sale investment reserveofU.S.$
$U.Sofcostoriginalitsatassociatetheininvestmentcarriedandamountcarryinginvestmenttoback2,346,584
.9,997,601

Detailsofinvestmentsinanassociateareasfollows:

Countryof
Incorporation

Equity Carryingvalue

% U.S.$

ArabIslamicBank Palestine 20 9.422.627

AIBwas incorporated inAl-Bireh,andstarted itsbankingactivities intheearly,1996throughprovidingbanking
services, financing, tradingand investingactivities in accordancewith thedirectivesof the Islamic Shari’aRules
throughitsheadquarterinAl-BirehCityanditsbrancheslocatedinPalestine.



•	 FollowingistheBank’sshareintheassociaterevenuesandresultsofoperations:

2010

U.S.$

Assets 57.178.917

Liabilities 47.538.371

•	 FollowingistheBank’sshareintheassociaterevenuesandresultsofoperations:

2010

U.S.$

Revenues 468.116

resultsofoperation (574.974)
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.11 Property,PlantandEquipment

Realestate
proprieties

Furniture
and

equipment Computers Leasehold
improvements Vehicles Total

2010 U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$

Cost:

AtJanuary2010,1 19.078.885 19.988.078 7.753.039 1.969.283 1.136.116 49.925.401

Additions 313.249 628.246 3.740.795 646.645 213.978 5.542.913

Disposals - (45.762) (100.799) - (58.947) (205.508)

AtDecember2010,31 19.392.134 20.570.562 11.393.035 2.615.928 1.291.147 55.262.806

Accumulated
depreciation:

AtJanuary2010,1 (2.528.005) (10.401.994) (5.895.515) (1.368.090) (691.486) (20.885.090)

Depreciationcharge (315.396) (398.024) (2.222.586) (292.401) (154.943) (3.383.350)

Disposals - 43.762 91.403 - 39.344 174.509

AtDecember2010,31 (2.843.401) (10.756.256) (8.026.698) (1.660.491) (807.085) (24.093.931)

Netbookvalue 16.548.733 9.814.306 3.366.337 955.437 484.062 31.168.875

Realestate
proprieties

Furniture
and

equipment Computers Leasehold
improvements

Motor
vehicles Total

2009 U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$

Cost:

AtJanuary2009,1 17.413.172 15.867.807 7.148.413 1.661.320 1.029.888 43.120.600

Additions 1.665.713 4.325.752 637.560 307.963 106.228 7.043.216

Disposals - (205.481) (32.934) - - (238.415)

AtDecember2009,31 19.078.885 19.988.078 7.753.039 1.969.283 1.136.116 49.925.401

Accumulated
depreciation:

AtJanuary2009,1 (2.252.528) (8.963.140) (5.591.057) (1.144.640) (525.420) (18.476.785)

Depreciationcharge (275.477) (1.601.794) (327.392) (223.450) (166.066) (2.594.179)

Disposals - 162.940 22.934 - - 185.874

AtDecember2009,31 (2.528.005) (10.401.994) (5.895.515) (1.368.090) (691.486) (20.885.090)

Netbookvalue 16.550.880 9.586.084 1.857.524 601.193 444.630 29.040.311

Property,plantandequipmentcompriselandownedbytheBanktocarryoutitsbankingactivitiesamountingto
U.S.6,045,729$andU.S.5,909,523$asatDecember2010,31and,2009respectively.

Property,plantandequipmentincludeU.S.1,287,919$andU.S.763,254$offullydepreciatedassetsthatarestill
beingusedintheBank’soperationsasatDecember2010,31and,2009respectively.
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.12 OtherAssets
Thisitemrepresentsthefollowing:

2010 2009
January
2009,1

U.S.$ U.S.$ U.S.$

Prepaidexpenses 1.396.066 809.818 1.478.441

Accruedinterestandcommissions 2.093.119 3.038.609 1.856.165

Stationeryandprintingsstock 1.545.859 1.617.584 842.908

Prepaymentsonaccountofbranches
establishment 3.160.590 1.901.073 1.637.566

Tradereceivablesfromcustomersof
subsidiaries,net 5.361.356 2.618.937 5.165.394

Others 202.039 499.930 1.539.529

13.759.029 10.485.951 12.520.003

.13 PalestineMonetaryAuthority’sDeposits

2010 2009
January
2009,1

U.S.$ U.S.$ U.S.$

Depositsmaturingwithin3months 41.867.735 65.376.237 41.274.432

.14 Banks’andFinancialInstitutions’Deposits
Thisitemrepresentsthefollowing:

Currentdeposits
Termdepositsmaturing

within3months Total

U.S.$ U.S.$ U.S.$

2010

Local - 14.000.000 14.000.000

Foreign 5.926.307 - 5.926.307

5.926.307 14.000.000 19.926.307

2009

Local 1.910.157 - 1.910.157

Foreign 510.822 - 510.822

2.420.979 - 2.420.979

January2009,1

Local - 531.068 531.068

Foreign 92.880 - 92.880

92.880 531.068 623.948



79

.15 Customers’Deposits
Thisitemrepresentsthefollowing:

2010 2009
January
2009,1

U.S.$ U.S.$ U.S.$

Currentanddemanddeposits 536.079.280 420.751.598 354.620.597

Savingdeposits 379.725.790 316.293.933 215.879.523

Timedeposits 290.145.885 241.902.064 237.658.000

1.205.950.955 978.947.595 808.158.120



•	 PublicsectordepositsamountedtoU.S.253,398,956$andU.S.158,626,605$representing21%and16%of
totaldepositsasatDecember2010,31and,2009respectively.

•	 Non-interestbearingdepositsamountedtoU.S.919,342,582$andU.S.642,703,269$representing76%and
.respectively,2009,31Decemberand2010,31Decemberatasdepositstotalof66%

•	 Dormantdeposits amounted toU.S.84,915,050$andU.S.24,955,547$ representing7%and2.5%of total
depositsasatDecember2010,31and,2009respectively.

•	 RestricteddepositsamountedtoU.S.1,175,362$andU.S.1,156,995$representing0.10%and0.12%of
totaldepositsasatDecember2010,31and,2009respectively.

.16 CashMargins
Thisitemrepresentscashmarginsagainst:

2010 2009
January
2009,1

U.S.$ U.S.$ U.S.$

Directcreditfacilities 14.015.035 11.256.269 11.131.855

Indirectcreditfacilities 26.265.455 22.180.006 17.536.163

Others 5.251.490 4.299.906 3.671.159

45.531.980 37.736.181 32.339.177

 ProvisionsSundry.17
Thisitemincludesthefollowingprovisions:

Balance,beginningof
theyear

Providedduringthe
year

Used/recoveredduring
year Balance,

U.S.$ U.S.$ U.S.$ U.S.$

December2010,31

Endofserviceprovision 5.708.374 2.834.561 (156.360) 8.386.575

Lawsuitsprovision 3.505.872 - (1.990.000) 1.515.872

9.214.246 2.834.561 (2.146.360) 9.902.447

December2009,31

Endofserviceprovision 4.043.377 1.930.647 (265.650) 5.708.374

Lawsuitsprovision 3.513.393 - (7.521) 3.505.872

7.556.770 1.930.647 (273.171) 9.214.246
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.18 TaxProvisions
Movementontaxprovisionsduringtheyearfollows:

2010 2009

U.S.$ U.S.$

Balance,beginningoftheyear 18.190.481 12.256.806

Provisionfortheyear 7.612.636 6.164.135

Balance,endofyear 25.803.117 18.420.941



•	 Reconciliationbetweenaccountingincomeandtaxableincomeisasfollows:

2010 2009

U.S.$ U.S.$

Accountingprofitbeforeconsolidation 38.312.579 32.139.774

Non-taxableincome (7.124.957) (1.978.387)

Non-deductibleexpenses 6.502.849 7.584.489

GrossincomesubjecttoValueAddedTax(VAT) 37.690.471 37.745.876

NetincomesubjecttoVAT* 28.111.541 24.386.906

Less:VAT(%14.5) (3.559.977) (3.088.298)

VATonpayroll (2.200.500) (1.820.280)

Incomesubjecttoincometax 22.351.064 19.478.328

Incometax(%15) 3.352.660 2.921.749

Provisionfortheyear 6.912.637 6.010.047

Provisionforprioryears 700.000 -

Provisionforsubsidiaries** - 154.088

Provisionafterconsolidation 7.612.637 6.164.135

Effectivetaxrate %20 %19



*   This item represents taxable income forBank’sbranchesoperating innortherngovernorates (WestBank) as
thePresidentialDecreeissuedonJune2007,26exemptstaxpayersinthesoutherngovernorates(Gaza)fromtaxes.
Allocationofbranches’incomeandexpensesisbasedonestimatesdeterminedbymanagement.

**  governoratessoutherntheexemptingonDecreePresidentialthetoAccording (Gaza) fromtaxes,AlWasata
CompanyhaschangeditsestimatesrelatedtoincometaxprovisiontocoincidewithPresidentialDecreeonexemption.
Asaresult,AlWasataCompanyrecoveredincometaxprovisionthatwasprovidedinpreviousyearsasrevenuesin
theconsolidatedincomestatement.

Asof thedateof the consolidatedfinancial statements, theBankdidnot reachfinal settlementswithVATand
income taxdepartments for theBank’s resultsofoperations for theyears from2005 to.2009  Inaddition, the
Bank’ssubsidiariesdidnotobtainedtaxsettlementsfromthetaxesauthorityfortheperiodfrominceptionuntilthe
dateofthefinancialstatements.
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.19 OtherLiabilities
Thisitemincludesthefollowing:

2010 2009
January
2009,1

U.S.$ U.S.$ U.S.$

Duetoemployees’savingfund* 882.916 901.462 468.840

Dividendspayable 1.858.498 125.818 129.844

Taxpayables 7.937.012 4.794.931 2.481.998

Certifiedchecks 4.292.880 4.326.047 2.541.850

Accruedinterest 428.622 379.687 414.863

Boardofdirectorsremuneration 990.000 1.460.545 1.200.748

Accruedemployees’bonus - 57.353 33.499

In-transittransactionswithPMA 4.762.714 1.187.033 1.048.849

PayabletosharessubscribersofAlWataniya
Mobilepublicoffering 4.280.088 - -

Temporarydeposits 313.391 215.501 259.729

Accountsundersettlement 530.211 336.966 750.109

Incomingbanktransfers 2.351.368 1.995.871 5.243.760

Payabletocustomersofsubsidiaries 1.460.244 3.365.307 5.268.356

Others 2.083.287 932.338 1.686.481

32.171.231 20.078.859 21.528.926

This* itemrepresentsamountsduetotheemployees’savingfund.Accordingtotheemployees’savingscheme,
theBankdeducts%5of eachemployee’smonthlybasic salary andmatches itwith%5asBank’s contribution.
Movementisasfollowing:

2010 2009

U.S.$ U.S.$

Balance,beginningoftheyear 901.462 468.840

Additions 508.819 443.308

Interests 2.115 4.064

Transferredtoemployees’savingfund (500.000) -

Paidduringtheyear (29.480) (14.750)

Balance,endofyear 882.916 901.462



ThefundismanagedbycommitteefromtheBank’spersonnelanditsaccountsaremaintainedoutsideofthe
Bank’saccounts.



.20 Reserves

Statutoryreserve

AsrequiredbytheCompanies’andBankingLaw,10%ofnetprofitistransferredtothestatutoryreserve.In,2009
theBanktransferred10%ofnetprofitbeforetax,whereas,in,2010theBanktransferred10%ofnetprofitafter
taxaccordingtotheBankingLawissuedin.2010Thereserveisnottobeutilizednoravailablefordistributionto
shareholderswithoutPMA’spriorapproval.
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Voluntarilyreserve

Voluntarilyreserverepresentscumulativetransfersof10%ofsubsidiaries’netprofitaccordingtothesubsidiaries’
internalbylaws.

Generalbankingrisksreserve

ThisitemrepresentstheamountofgeneralbankingriskdeductedinaccordancewithPMA’sregulations(5/2008)
basedon1.5%ofdirectcreditfacilitiesafterdeductingprovisionfordoubtfulcreditfacilitiesandsuspendedinterest
and0.5%ofindirectcreditfacilitiesafterdeductingchecksundercollection,lettersofguarantees,acceptances,and
financialderivatives.ThereserveisnottobeutilizedorreducedwithoutPMA’spriorapproval.

Pro-cyclicalityreserve

Thisreserverepresents15%ofnetprofitaftertaxdeductedinaccordancewithPMAinstruction(1/2011)tosupport
Banks’capitalagainstbankingrisks.ThereserveisnottobeutilizedorreducedwithoutPMA’spriorapproval.

.21 Capital

2010 2009
January
2009,1

U.S.$ U.S.$ U.S.$

Authorizedsharecapital 100.000.000 100.000.000 100.000.000

Subscribedsharecapital 100.000.000 100.000.000 81.404.137

Paid-insharecapital 100.000.000 100.000.000 81.404.137

TheBank’sgeneralassemblyresolved in itsextraordinarymeetingheldonApril2010,30to increasetheBank’s
authorizedsharecapital from100millionsharesto200millionsharesofU.S.1$parvalueforeachshare.This
increase was not registered with the companies’ controller office as at the date of the consolidated financial
statements.



.22 Additionalpaid-inCapital

TheBank’sgeneralassemblyresolvedinitsextraordinarymeetingheldonApril2007,6tooffer13millionshares
exclusivelyforBanks’shareholdersatU.S.1$parvalueplusU.S.0.05$ofadditionalpaid-incapital.Totaladditional
paid-incapitalamountedtoU.S.650,000$.

Inadditionand in itsmeetingheldon June,2008,15 theBank’sboardofdirectorsapproved theadmissionof
InternationalFinanceCorporationasastrategicpartnerwith5%ofthesharecapitalwhichamountedto4,070,239
shares of U.S.$ 1 par value U.S. $ 1 each and a additional paid-in capital of U.S. $ 2.06 for each share. Total
additionalpaid-incapitalamountedtoU.S..8,384,692$
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.23 InterestIncome
Thisitemcomprisesinterestrevenuesfromthefollowingaccounts:

2010 2009

U.S.$ U.S.$

Loans 18.140.134 13.822.199

Overdraftaccounts 12.948.133 12.080.339

Currentoverdrafts 6.821.487 5.228.876

Creditcards 1.460.000 819.179

CashandbalanceswithPMA 1.723 23.643

Balancesatbanksandfinancialinstitutions 3.251.870 5.054.718

Interestfromheld-to-maturityinvestments 7.956.770 6.736.328

50.580.117 43.765.282



.24 InterestExpense
2010 2009

U.S.$ U.S.$

Interestoncustomers’deposits:

Timedeposits 2.993.823 3.292.059

Savingaccounts 422.503 273.500

Cashmargins 11.995 19.132

Currentanddemandaccounts 114.443 155.815

3.542.764 3.740.506

Interestonbanksandfinancialinstitutions’Deposits 544.717 306.912

 4.087.481 4.047.418
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.25 NetCommissions
Thisitemcomprisescommissionsagainstthefollowing:

2010 2009

U.S.$ U.S.$

Lettersofguaranteesandlettersofcredit 2.765.822 2.467.060

Loans 3.260.948 2.739.694

Transfers 3.425.743 3.135.944

Checks 1.121.010 936.706

Salaries 2.706.081 2.159.005

Accountsmanagement 1.290.855 1.066.869

Otherbankingservices 1.207.898 1.099.699

15.778.357 13.604.977

Less:Commissionspaid (427.939) (457.012)

15.350.418 13.147.965

.26 Gain(Loss)fromFinancialInvestments

2010 2009

U.S.$ U.S.$

Gainfromsaleofavailable-for-saleinvestments 1.063.708 834.615

Dividendsfrominvestments 907.077 543.820

Gainfromsaleofheld-for-tradinginvestments 328.315 -

RecoveryofprovisionforimpairmentoffinancialAssets 3.000.000 -

Unrealizedgainsfromrevaluationofheld-for-
tradinginvestments 65.650 147.506

5.364.750 1.525.941

Investmentmanagementcommissions (318.716) (362.539)

Impairmentofavailable-for-saleinvestments (547.146) -

Impairmentofheld-to-maturityinvestments - (3.000.000)

4.498.888 (1.836.598)
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.27 OtherRevenues

2010 2009

U.S.$ U.S.$

VisaandMastercardsissuancefees 3.299.560 1.799.175

Recoveryofsuspendedinterest 1.500.446 3.750.292

Gainfromsaleofproperty,plantandequipment 6.141 9.523

Safetydepositrental 45.680 36.610

Tradingcommissions 777.080 1.814.262

Recoveryoftaxprovisionofasubsidiary 230.462 -

Sundry 264.626 646.294

6.123.995 8.056.156

.28 PersonnelExpenses

2010 2009

U.S.$ U.S.$

Salariesandrelatedbenefits 15.664.546 12.935.902

Provisionforemployees’indemnity 2.834.562 1.930.647

VATonsalaries 2.200.500 1.820.280

Bonusesandrewards 1.855.273 588.573

Clothingallowances 436.136 238.535

Travelandtransportation 125.555 91.720

Trainingexpenses 230.443 191.315

Medicalexpenses 540.761 318.194

Bank’scontributiontosavingfund 254.854 225.718

24.142.630 18.340.884
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.29 OtherOperatingExpenses

2010 2009

U.S.$ U.S.$

Advertising 2.857.731 2.190.090

Stationeryandprintings 1.215.516 959.161

Boardofdirectorsremuneration 990.000 1.418.906

Telephone,postageandfax 1.083.649 678.873

Rent 933.338 556.651

Maintenanceofequipment 900.374 698.434

Utilities 637.399 524.980

Donationsandcharity 764.018 151.369

Cashtransportcost 167.262 144.828

Travelandseminars 506.277 240.951

Professionalfees 307.913 246.308

Insurance 255.711 232.336

Licensefees 313.455 239.093

Subscriptionsfees 411.461 427.248

Maintenanceandrepairs 174.420 140.194

Fuel 361.257 198.462

Vehicleexpense 64.603 47.960

Printingchecks 88.690 77.882

Boardofdirectorsmeetingallowances 3.863 21.476

Hospitality 199.685 226.099

Capitalincreasefees - 15.000

Sundry 443.430 582.539

12.680.052 10.018.840

.30 PalestinianMonetaryAuthorityFines
ThisitemrepresentsthefineschargedbyPMAasaresultofthefollowing:

2010

U.S.$

CommencingconstructionofJerichobranchwithoutPMApreliminaryapproval 7.056

Non-compliancewithforeigninvestmentsandconcentrationasperPMAregulations 7.057

Grantingcreditfacilitiestonon-residentswithoutPMAapproval 7.057

Non-compliancewithdisclosingexchangeratesandcollectedcommissions 5.000

26.170
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.31 Dividends

TheBank’sgeneralassembly,duringitsmeetingheldonApril,2010,30approvedcashdividendsdistributionofU.S.
.results2009yeartheforcapitalpaid-inof21.4%toequivalentthe,21,400,000$

The Bank’s general assembly approved, during its meeting held on April ,23 ,2009 the distribution of U.S. $
Bank’stheinsharestheirofbasispro-rataaonshareholderstodividendsstockaas,results2008for,18,595,863
capitalwiththefractionsofsharesbedecideduponbytheBank’sboardofdirectors inordertoreachapaid-in
sharecapitalofU.S.100$million.

.32 CashandCashEquivalents
Cashandcashequivalentsintheconsolidatedstatementofcashflowscomprisesthefollowing:

2010 2009

U.S.$ U.S.$

CashandbalanceswithPMA 320.225.462 284.176.154

Add:

Balancesatbanksandfinancialinstitutionsmaturingwithin3months 361.818.124 381.450.254

682.043.586 665.626.408

Less:

PMAdeposits (41.867.735) (65.376.237)

Duetobanksandfinancialinstitutions (19.926.307) (2.420.979)

Statuarycashreserve (116.427.732) (90.103.724)

503.821.812 507.725.468

.33 BasicandDilutedEarningsPerShare


2010 2009

U.S.$ U.S.$

Profitfortheyear 30.119.469 26.929.168

Shares Shares

Weightedaveragesubscribedshares 100.000.000 100.000.000

U.S.$ U.S.$

Basicanddilutedearningspershare 0.30 0.27
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.34 RelatedPartyTransactions

Relatedpartiesrepresentmajorshareholders,theboardofdirectors,keymanagementpersonneloftheBank,and
entities controlled, jointly controlledor significantly influencedby suchparties. Transactionswith relatedparties
duringtheyearrepresentedbydepositsandcreditfacilitiesareasfollows:

Boardofdirectorsand
executivemanagement Majorshareholders Others Total

U.S.$ U.S.$ U.S.$ U.S.$

2010
Statementoffinancial
positionitems:

Directcreditfacilities 5.910.329 4.500.000 4.882.491 15.292.820

Deposits 1.266.173 - 1.243.587 2.509.760

Commitmentsand
contingencies:

Lettersofcredit 50.457 - - 50.457

Lettersofguarantees 177.486 - - 177.486

Unutilizedcredit 3.841.718 - 243.499 4.058.217

2009
Statementoffinancial
positionitems:

Directcreditfacilities 1.624.857 4.500.000 4.730.382 10.855.239

Deposits 1.038.868 - 8.361.560 9.400.428

Commitmentand
contingencies:

Lettersofcredit 1.163.428 - - 1.163.428

Lettersofguarantees 298.224 - 10.860 309.084

Unutilizedcredit 1.712.914 - 316.441 2.029.355

2010
Incomestatement
items:
Interestandcommissions
earned 84.619 431.220 232.755 748.594

Interestandcommissions
paid 4.510 - 13.968 18.478

2009
Incomestatement
items:
Interestandcommissions
earned 176.971 - 168.599 345.570

Interestandcommissions
paid - - 21.349 21.349

•	 Netdirect credit facilitiesgranted to relatedparties asatDecember2010,31and2009 represent3%and
.facilitiescreditdirectnetthefromrespectively3.16%

•	 NetdirectcreditfacilitiesgrantedtorelatedpartiesasatDecember2010,31and2009represent16%and
.capitalregulatoryBank’sthefromrespectively12%

•	 InterestonU.S.$directcreditfacilitiesrangesbetween2%to14.4%.

•	 InterestonILSdirectcreditfacilitiesrangesbetween10%to16%.

•	 InterestonU.S.$depositsrangesbetween0.75%to1.25%.
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Compensationofkeymanagementpersonnel:

2010 2009

U.S.$ U.S.$

GeneralManager 388.549 388.242

Executivemanagementsalariesandrelatedbenefits 692.520 566.074

Executivemanagementendofserviceindemnity 196.782 124.299

Boardofdirectors’bonuses 990.000 1.438.906

Boardofdirectors’meetingallowance 3.863 21.476



.35 FairValueofFinancialInstruments
Thetablebelowrepresentsacomparisonbetweenthecarryingamountsandfairvaluesoffinancialinstru-
mentsasatDecember2010,31and2009:

Carryingamount Fairvalue

2010 2009 2010 2009

U.S.$ U.S.$ U.S.$ U.S.$

Financialassets:

CashandbalanceswithPMA 320.225.462 284.176.154 320.225.462 284.176.154

Balancesatbanksandfinancial
institutions 361.818.124 381.450.254 361.818.124 381.450.254

Held-for-tradinginvestments 9.620.467 17.512.124 9.620.467 17.512.124

Directcreditfacilities 545.026.391 343.311.230 545.026.391 343.311.230

Available-for-saleinvestments:

Quotedstocks 16.255.732 10.479.545 16.255.732 10.479.545

Unquotedstocks 4.000.000 3.850.000 4.000.000 3.850.000

Quotedbonds 156.060.508 - 156.060.508 -

Investmentportfolios 531.429 4.078.145 531.429 4.078.145

Governmentaltreasurybills 76.477.965 - 76.477.965 -

Held-to-maturityinvestments - 197.962.375 - 197.962.375

Otherfinancialassets 7.656.514 6.157.476 7.656.514 6.157.476

Totalassets 1.497.672.592 1.248.977.303 1.497.672.592 1.248.977.303

Financialliabilities

PMAdeposits 41.867.735 65.376.237 41.867.735 65.376.237

Banksandfinancial
institutions’deposits 19.926.307 2.420.979 19.926.307 2.420.979

Customers’deposits 1.205.950.955 978.947.595 1.205.950.955 978.947.595

Cashmargins 45.531.980 37.736.181 45.531.980 37.736.181

Otherfinancialliabilities 22.150.932 14.351.590 22.150.932 14.351.590

Totalliabilities 1.335.427.909 1.098.832.582 1.335.427.909 1.098.832.582
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Thefairvalueofthefinancialassetsandliabilitiesareincludedattheamountatwhichtheinstrumentscouldbe
exchangedinacurrenttransactionbetweenwillingparties,otherthaninaforcedorliquidationsale.

FairvaluesofbalanceswithPMA,balancesatbanksandfinancialinstitutions,otherfinancialassets,duetobanks
andfinancialinstitutions,customers’deposits,cashmargins,andotherfinancialliabilitiesapproximatetheircarrying
amountslargelyduetotheshort–termmaturitiesoftheseinstruments.

•	 Thefairvaluesofthequotedavailableforsaleinvestmentsandheld-for-tradinginvestmentsarebasedonprice
quotationsatthereportingdate.

•	 Unquotedavailable-for-sale investments are statedat cost less accumulated impairmentas their fair values
cannotbereliablydetermined.

Thehierarchyoffairvalues:

TheBankuses the followinghierarchy fordetermininganddisclosing the fair valueof its financial
instruments:

•	 Level:1Quoted(unadjusted)pricesinactivemarketsforidenticalassetsorliabilities.

•	 Level:2Usinginputsotherthanquotedpricesthatareobservable,eitherdirectlyorindirectly.

•	 Level:3Usinginputthatarenotbasedonobservablemarketdata.

During theyear, theBankusedonlyLevel1 todetermineanddisclose the fair valuesof the investmentsheld-for-
tradingandavailable-for-saleinvestment.Levels2and3werenotusedduringtheyear.
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.36 ConcentrationofAssetsandLiabilities
FollowingisbreakdownoftheBank’sassets,liabilitiesandcommitmentsandcontingenciesby
geographicalarea:

Palestine Jordan Israel Europe USA Others Total

2010

BalanceswithPMA 320.225.462 - - - - - 320.225.462

Balancesatbanksand
financialinstitutions - 114.826.227 71.564.588 128.475.551 23.319.368 23.632.390 361.818.124

Held-for-trading
investments 7.794.199 1.826.268 - - 9.620.467

Directcreditfacilities 538.172.477 528.914 - - - 6.325.000 545.026.391

Available-for-sale
investments 4.000.000 74.618.437 - 44.450.782 90.545.488 39.710.927 253.325.634

Investmentinan
associate 9.422.627 - - - - - 9.422.627

Investmentproperties 671.413 - - - - - 671.413

Property,plantand
equipment 31.168.875 - - - - - 31.168.875

Otherassets 11.665.911 664.625 414.222 743.628 134.975 135.668 13.759.029

923.120.964 190.638.203 71.978.810 175.496.229 113.999.831 68.803.985 1.545.038.022

Commitmentand
Contingencies:

Lettersofguarantees 99.312.333 - 2.264.356 - - - 101.576.689

Lettersofcredit 853.455 726.744 429.716 17.627.941 417.791 2.887.993 22.943.640

Acceptances - 164.755 - 6.297.687 119.685 416.878 6.999.005

Unutilizedcreditfacilities
limits 9.600.498 - - - - - 9.600.498

109.766.286 891.499 2.694.072 23.925.628 537.476 3.304.871 141.119.832

2009

BalanceswithPMA 284.176.154 - - - - - 284.176.154

Balancesatbanksand
financialinstitutions - 80.067.524 84.326.278 147.587.555 21.108.473 48.360.424 381.450.254

Held-for-trading
Investments 14.886.830 - - 1.777.915 397.237 450.142 17.512.124

Directcreditfacilities 337.517.860 705.219 - - - 5.088.151 343.311.230

Available-for-sale
investments 11.271.440 - - 3.817.883 2.270.588 1.047.779 18.407.690

Held-to-maturity
Investments - 48.236.953 - 34.384.000 91.141.421 24.200.001 197.962.375

Investmentproperties 671.413 - - - - - 671.413

Property,plantand
equipment 29.040.311 - - - - - 29.040.311

Otherassets 2.728.782 286.575 - 818.918 2.708.283 3.943.393 10.485.951

680.292.790 129.296.271 84.326.278 188.386.271 117.626.002 83.089.890 1.283.017.502

Commitmentand
contingencies

Lettersofguarantees 80.490.249 - 2.513.412 - - - 83.003.661

Lettersofcredit - 242.783 566.404 6.879.054 5.727.885 1.061.230 14.477.356

Acceptances - 112.160 - 2.459.983 - 5.401.319 7.973.462

Unutilizedcreditfacilities
limits 6.377.594 - - - - - 6.377.594

86.867.843 354.943 3.079.816 9.339.037 5.727.885 6.462.549 111.832.073
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.37 RiskManagement

TheBankdisclosesinformationtohelptheusersofthefinancialstatementstoassessthenatureandlevelofrisk
theBankisexposedtoasaresultofitsfinancialinstrumentsasofthedateoftheconsolidatedfinancialstatements.

Riskmanagementframework

RiskrelatedtotheBank’sactivitiesaremeasuredandmonitoredcontinuouslytokeepwithinacceptablelimits.Due
tosensitivityofriskmanagementonthebankresultsofoperationsriskmanagementrolesandcontrolsactivitiesare
distributedamongtheBank’spersonnel.

Riskmanagementprocess

Theboardofdirectorsandtheriskmanagementandcreditcommitteeareresponsibleforidentifyingandcontrolling
risks;inaddition,thereareseveralpartieswhichareresponsibleformanagingandmonitoringrisksintheareain
whichtheBankoperates.

Riskandcreditmanagementcommittee

Riskandcreditmanagementcommitteeisresponsiblefordevelopingrisksstrategiesandapplyingtheprinciples,
generalframeworkandallowedlimits.

Riskmeasurementandreportingsystem

MonitoringandcontrollingrisksisprimarilyperformedbasedonlimitsestablishedbytheBank.Theselimitsreflect
thebusinessstrategyandmarketenvironmentoftheBankaswellasthelevelofrisktheBankiswillingtoaccept.
Information is collected from different departments and analyzed for early identification of potential risks. This
information is presented to the Bank’s board of directors, the risk and credit management committee and the
executivedepartmentsresponsibleforriskmanagement.

Risks

The Bank follows different policies in managing various risks as part of determined strategies. The Bank’s risk
departmentsmonitorandcontrolrisksandoptimizestrategicdiversificationoffinancialassetsandfinancialliabilities.
Risksincludecreditrisk,marketrisk(Interestraterisk,foreigncurrencyrisk,equitypricerisk)andliquidityrisk.

I. Credit Risks
Credit risksare those risks resulting fromthedefaultofcounterparties to thefinancial instrument to repay their
commitmenttotheBank.TheBank,throughcreditriskmanagement,setsceilingsfordirectcreditfacilities(retailor
corporate)andtotalloansgrantedtoeachsectorandeachgeographicalarea.TheBankalsomonitorscreditrisks
andcontinuouslyevaluates thecredit standingofcustomers.TheBankalsoobtainsappropriatecollaterals from
customers.
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Exposurestocreditrisks

2010 2009

U.S.$ U.S.$

ConsolidatedstatementoffinancialpositionItems

BalanceswithPMA 141.812.788 151.652.990

Balancesatbanksandfinancialinstitutions 361.818.124 380.538.054

Held-for-tradinginvestment 9.620.467 17.512.124

Directcreditfacilities:

Retail 217,178,753 134.144.674

Corporate 175,475,602 129.094.062

Smallandmediumcompanies 10.734.668 272.753

Governmentandpublicsector 149.079.692 86.974.186

Available-for-saleinvestments 253.325.634 18.407.691

Held-to-maturityinvestments - 197.962.375

Otherassets 7.656.514 7.069.676

1.326.702.242 1.123.628.585

Commitmentsandcontingencies

Lettersofguarantees 101.576.689 83.003.661

Lettersofcredit 22.943.640 14.477.356

Acceptances 6.999.005 7.973.462

Unutilizedcreditfacilitieslimits 9.600.498 6.377.594

141.119.832 111.832.073
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Creditriskexposureforeachriskrating

Creditriskexposureforeachriskratingisdistributedasfollows:

Retail Corporate Governmentandpublic
sector Total

U.S.$ U.S.$ U.S.$ U.S.$

December2010,31

Performing 6.178.859 65.087.968 149.079.691 220.346.518

Acceptablerisk 206.320.398 117.890.560 - 324.210.958

Fromwhichisdue:

Until30days 7.148.614 - - 7.148.614

Watchlist 770.011 692.736 - 1.462.747

Non-performing:

Substandard 1.850.326 942.197 - 2.792.523

Doubtful 3.883.196 327.456 - 4.210.652

Total 219.002.790 184.940.917 149.079.691 553.023.398

Suspendedinterest (554.683) - - (554.683)

Provisionforcredit
facilities (6.172.671) (1,269,653) - (7.442.324)

212.275.436 183.671.264 149.079.691 545.026.391

December2009,31

Performing 3.654.534 38.812.061 86.974.186 129.440.781

Acceptablerisk 130.999.469 83.076.848 - 214.076.317

Fromwhichisdue:

Until30days 5.164.418 - - 5.164.418

Watchlist 2.851.475 16.934 - 2.868.409

Non-performing:

Substandard 1.881.113 952.336 - 2.833.449

Doubtful 2.868.222 443.738 - 3.311.960

Total 142.254.813 123.301.917 86.974.186 352.530.916

Suspendedinterest (2.045.241) - - (2.045.241)

Provisionforcredit
facilities (5.904.792) (1.269.653) - (7.174.445)

134.304.780 122.032.264 86.974.186 343.311.230
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Distributionofcollateralsfairvalueagainstcreditfacilitiesisasfollows:

Retail Corporate Smallandmedium
companies Total

U.S.$ U.S.$ U.S.$ U.S.$

December2010,31

Collateralsagainst:

Performing 6.178.859 65.087.968 149.079.692 220.346.519

Acceptablerisk 22.462.023 31.910.415 - 54.372.438

Watchlist 100.000 230.000 - 330.000

Non-performing:

Substandard 43.779 550,000 - 593.779

Doubtful 731.561 313.822 - 1.045.383

Total 29.516.222 98.092.205 149.079.692 276.688.119

Comprising:

Cashmargins 5.780.379 6.588.042 - 12.368.421

Preciousmetals 221.863 9.257 - 231.120

Quotedstocks 358.072 25.694.293 - 26.052.365

Vehiclesandequipment 10.471.274 5.861.502 - 16.332.776

Realestate 12.684.634 27.142.735 - 39.827.369

Governmental
guarantees - 32.796.376 149.079.692 181.876.068

29.516.222 98.092.205 149.079.692 276.688.119

December2009,31

Collateralsagainst:

Performing 3.654.534 38.812.061 86.974.186 129.440.781

Acceptablerisk 11.593.780 20.115.790 - 31.709.570

Watchlist 330.460 - - 330.460

Non-performing:

Substandard 43.779 550.000 - 593.779

Doubtful 731.562 313.822 - 1.045.384

Total 16.354.115 59.791.673 86.974.186 163.119.974

Comprising:

Cashmargins 2.261.708 5.349.338 - 7.611.046

Preciousmetals 49.628 - - 49.628

Quotedstocks 1.344.395 17.795.177 - 19.139.572

Vehiclesandequipment 3.474.754 2.142.145 - 5.616.899

Realestate 9.223.630 18.837.467 - 28.061.097

Governmental
guarantees - 15.667.546 86.974.186 102.641.732

16.354.115 59.791.673 86.974.186 163.119.974
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Concentrationofriskexposuresaccordingtothegeographicalareaasfollows:

Palestine ArabCountries Israel Europe USA Others Total

2010 U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$

Cashandbalances
withPMA 141.812.788 - - - - - 141.812.788

Balancesatbanks
andfinancial
institutions

191.354 144.398.765 71.564.588 107.312.148 28.319.368 10.031.901 361.818.124

Held-for-trading
investments 7.794.199 - - 1.826.268 - - 9.620.467

Directcredit
facilities 546.143.715 6.325.000 - - - - 552.468.715

Available-for-
saleinvestments 4.000.000 90.127.008 - 45.722.470 92.109.718 21.366.438 253.325.634

Otherassets 6.728.505 928.009 - - - - 7.656.514

Totalasat
December2010,31 706.670.561 241.778.782 71.564.588 154.860.886 120.429.086 31.398.339 1.326.702.242

Totalasat
December2009,31 614.926.927 152.082.617 72.761.579 148.782.069 99.316.866 35.758.527 1.123.628.585

Concentrationofriskexposuresaccordingtoeconomicsectors:

Financial Industrial Commerce Realestate Financial
securities

Government
andpublic

sector
Others Total

2010 U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$

Cashandbalances
withPMA 141.812.788 - - - - - - 141.812.788

Balancesatbanks
andfinancial
institutions

361.818.124 - - - - - - 361.818.124

Held-for-trading
investments - - - - 9.620.467 - - 9.620.467

Directcredit
facilities 36.504.154 22.804.557 35.406.246 46.206.873 - 269.297.514 142.249.371 552.468.715

Available-for-
saleinvestments - - - - 253.325.634 - - 253.325.634

Otherassets 2.093.119 - - - 5.361.356 - 202.039 7.656.514

Totalasat
December2010,31 542.228.185 22.804.557 35.406.246 46.206.873 268.307.457 269.297.514 142.451.410 1.326.702.242

Totalasat
December2009,31 595.056.093 16.578.241 30.156.394 43.332.680 202.393.682 163.789.825 72.321.670 1.123.628.585
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II. Market Risk
Marketriskarisesfromchangesininterestrates,exchangeratesofforeigncurrenciesandstockprices.TheBank’s
boardofdirectorssetsthelimitsforacceptablerisks.ThisisperiodicallymonitoredbytheBank’smanagement.

Interestraterisk

Interestrateriskarisesfromtheeffectsofchangesininterestratesonthevalueoffinancialinstruments.TheBank
is exposed to interest rate risk as a result of mismatch or the existence of a gap between assets and liabilities
accordingtotheirmaturities,orre-pricinginterestratesincertainperiods.TheBankmanagesthisriskbyreviewing
theinterestrateonassetsandliabilitiesthroughitsstrategyonriskmanagement.

InterestratesonassetsandliabilitiesarereviewedperiodicallyandtheBankregularlyfollowsuptheactualcostof
fundsandtakesappropriatedecisionsregardingpricingbasedontheprevailingprices.

Theeffectofdecreasesininterestrateisexpectedtobeequalandoppositetotheeffectoftheincrease
shownbelow:

2010 2009

increaseininterest
rate

Interestincome
sensitivity(profit

andloss)

increaseininterest
rate

Interestincome
sensitivity(profit

andloss)

(basispoints) U.S.$ (basispoints) U.S.$

Currency

USDollar 10+ (2.779) 10+ (16.272)

JordanianDinar 10+ (682) 10+ 13.285

IsraeliShekels(ILS) 10+ 2.221 10+ 1.951

EURO 10+ 820 10+ 396

Othercurrencies 10+ 420 10+ 640
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Interestratere-pricingsensitivitygap

Lessthan1
Month

From1month
to3months

From3months
to6months

From6months
to1year

Morethana
year

Non-interest
bearing Total

December,31
2010 U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U,S,$

Assets

Cashandbalances
withPMA 2.695.000 - - - - 317.530.462 320.225.462

Balancesatbanksand
financialinstitutions 244.236.409 36.748.672 12.202 - - 80.820.841 361.818.124

Held-for-trading
investments - - 1.826.268 - - 7.794.199 9.620.467

Directcredit
facilities

77.038.086 26.922.365 152.947.512 62.236.534 225.881.894 - 545.026.391

Available-for-sale
investments

- 22.103.361 1.019.600 8.088.280 201.327.232 20.787.161 253.325.634

Investmentinan
associate - - - - - 9.422.627 9.422.627

Investment
properties - - - - - 671.413 671.413

Property,plant
andequipment - - - - - 31.168.875 31.168.875

Otherassets - - - - - 13.759.029 13.759.029

TotalAssets 323.969.495 85.774.398 155.805.582 70.324.814 427.209.126 481.954.607 1.545.038.022

Liabilities

PMAdeposits 41.867.735 - - - - - 41.867.735

Banksandfinancial
institutions’
deposits

14.000.000 - - - - 5.926.307 19.926.307

Customers’
deposits

228.590.815 14.885.962 19.142.084 26.801.730 54.784 916.475.580 1.205.950.955

Cashmargins 38.039 - - - - 45.493.941 45.531.980

Sundry
provisions - - - - - 9.902.447 9.902.447

Taxprovisions - - - - - 25.803.117 25.803.117

Otherliabilities - - - - - 32.171.231 32.171.231

TotalLiabilities 284.496.589 14.885.962 19.142.084 26.801.730 54.784 1.035.772.623 1.381.153.772

Equity

Paid-inshare
capital - - - - - 100.000.000 100.000.000

Additionalpaid-in
capital - - - - - 9.034.692 9.034.692

Statutoryreserve - - - - - 16.407.381 16.407.381

Voluntarily
reserve 88.418 88.418

Generalbanking
risksreserve - - - - - 8.907.852 8.907.852

Pro-cyclicality
reserve - - - - - 4.604.991 4.604.991

Available-for–sale
investmentreserve - - - - - 3.227.041 3.227.041

Retained
earnings - - - - - 21.039.536 21.039.536

NetEquity - - - - - 163.309.911 163.309.911

Non-controlling
interests 574.339 574.339

Totalliabilities
andequity 284.496.589 14.885.962 19.142.084 26.801.730 54.784 1.199.656.873 1.545.038.022

Interestratere-
pricingsensitivitygap 39.472.906 70.888.436 136.663.498 43.523.084 427.154.342 (717.702.266) -
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Lessthan1
Month

From1month
to3months

From3months
to6months

From6months
to1year

Morethana
year

Non-interest
bearingitems Total

DECEMBER,31
2009 U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U,S,$

Totalassets 602.428.093 29.024.614 59.330.369 62.742.230 334.745.381 194.746.815 1.283.017.502

Totalliabilities
andequity 172.614.940 127.746.941 3.549.703 5.779.001 8.696 973.318.221 1.283.017.502

Interestrate
re-pricing
sensitivitygap

429.813.153 (98.722.327) 55.780.666 56.963.229 334.736.685 (778.571.406) -

Foreigncurrencyrisk

Thesearetherisksofthechangeinvalueoffinancialinstrumentsresultingfromthechangeinforeignexchange
rates.TheUSDollar isthefunctionalcurrencyoftheBank.Theboardofdirectorsannuallysetsthe limitsofthe
financialpositionforeachcurrency,andsuchpositionismonitoredonadailybasisandhedgingstrategiesareused
toensuremaintainingtheforeigncurrencypositionwithinthesetlimits.

TheJordanianDinar(JOD)exchangerateispeggedtoUSDollarexchangerate,soforeigncurrencyriskofJODisnot
materialontheBank’sconsolidatedfinancialstatements.

Theeffectoftheexpecteddecreaseinexchangeratesisequalandoppositetotheeffectoftheincrease
statedbelow:

2010 2009

Increasein
currencyrate

Effectonprofitand
loss

Increasein
currencyrate

Effectonprofitand
loss

(%) U.S.$ (%) U.S.$

Currency

ILS 10+ 224.408 10+ 58.749

EURO 10+ 81.964 10+ 8.341

Othercurrencies 10+ 109.795 10+ 79.592
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FollowingistheforeigncurrenciespositionoftheBank:

JOD EURO ILS Others Total

December2010,31 U.S.$ U.S.$ U.S.$ U.S.$ U.S.$

Assets

Cashandbalanceswith
PMA 32.613.209 6.184.670 198.932.531 - 237.730.410

Balancesatbanksand
financialinstitutions 136.215.012 43.121.292 70.776.833 12.519.373 262.632.510

Held-for-trading
investments 6.338.908 - - - 6.338.908

Directcreditfacilities 13.119.774 4.326.096 220.542.562 10.736 237.999.168

Available-for-sale
investments 74.618.438 7.607.822 - 1.500.640 83.726.900

Otherassets 1.107.800 431.202 1.296.452 811.066 3.646.520

TotalAssets 264.013.141 61.671.082 491.548.378 14.841.815 832.074.416

Liabilities

PMAdeposits - 879.393 40.988.342 - 41.867.735

Banksandfinancial
institutions’deposits 5.788.807 - - 14.862 5.803.669

Customers’deposits 255.175.440 54.779.456 427.155.031 13.219.691 750.329.618

Cashmargins 2.628.225 4.955.824 8.053.463 367.843 16.005.355

Otherliabilities 1.102.832 236.766 13.107.462 141.472 14.588.532

TotalLiabilities 264.695.304 60.851.439 489.304.298 13.743.868 828.594.909

Statementoffinancial
positionconcentration (682.163) 819.643 2.244.080 1.097.947 3.479.507

Commitmentsand
contingencies 3.367.765 38.926.308 18.760.071 500.460 61.554.604

December2009,31

Totalassets 224.843.671 46.595.805 392.330.955 19.872.231 683.642.662

Totalliabilitiesand
Equity 211.868.332 46.512.391 391.743.467 19.076.316 669.200.506

Statementoffinancial
positionconcentration 12.975.339 83.414 587.488 795.915 14.442.156

Commitmentsand
contingencies 3.024.015 - 11.236.572 14.070.761 28.331.348
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Equitypricerisk

Equitypriceriskresultsfromchangesinfairvalueofequityinstruments.Theeffectoftheexpected
decreaseinequityinstrumentpricesisequalandoppositetotheeffectoftheincreasestatedbelow:

2010 2009

Increasein
Indicator

Effectonprofitand
loss

Effectonequity
Effectonprofitand

loss
Effect

onequity

(%) U.S.$ U.S.$ U.S.$ U.S.$

Market

PalestineExchange 10+ 779.420 - 1.488.683 925.924

Foreignmarkets 10+ - 1.678.716 - 529.845

III. Liquidity Risk
LiquidityriskistheriskthattheBankwillbeunabletomeetitspaymentobligationswhentheyfalldue.Tolimitthis
risk,managementhasarrangeddiversifiedfundingsources,managesassetswith liquidity inmind,andmonitors
futurecashflowsand liquidityandmaintainssufficientamountofcashandcashequivalentsand liquidfinancial
investments.
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Thetablebelowsummarizestheassetsandliabilitiesonthebasisoftheremainingcontractualmaturitiesas
atDecember2010,31and,2009respectively:

Lessthan1
month

From1month
to3months

From3
monthsto6

months

From6
monthsupto

year1

From1year
to3years

Morethan3
years

Without
maturity Total

December,31
2010 U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U,S,$ U,S,$

Assets

Cashandbalances
withPMA 203.797.730 - - - - - 116.427.732 320.225.462

Balancesatbanksand
financialinstitutions 324.456.492 36.748.672 12.202 - - - 600.758 361.818.124

Held-for-trading
investments - 1.826.268 - - - - 7.794.199 9.620.467

Directcredit
facilities 77.038.086 26.922.365 152.947.512 62.236.534 116.663.323 109.218.571 - 545.026.391

Available-for-
saleinvestments - 22.103.361 1.019.600 8.088.280 85.205.347 116.121.885 20.787.161 253.325.634

Investmentinan
associate - - - - - - 9.422.627 9.422.627

Investment
properties - - - - - - 671.413 671.413

Property,plant
andequipment - - - - - - 31.168.875 31.168.875

Otherassets 3.514.853 2.488.507 551.165 1.101.989 - - 6.102.515 13.759.029

Totalassets 608.807.161 90.089.173 154.530.479 71.426.803 201.868.670 225.340.456 192.975.280 1.545.038.022

Liabilities:

PMAdeposits 41.867.735 - - - - - - 41.867.735

Banksandfinancial
institutions’deposits 19.926.307 - - - - - - 19.926.307

Customers’
deposits 589.117.557 196.829.133 173.793.779 154.584.582 91.007.380 618.524 - 1.205.950.955

Cashmargins - - 3.982.571 2.364.806 33.984.683 5.199.920 - 45.531.980

Sundry
provisions - - - - - - 9.902.447 9.902.447

Taxprovisions - - - - - - 25.803.117 25.803.117

Otherliabilities 22.150.932 -  -  10.020.299  -  -  -  32.171.231

Totalliabilities 673.062.531 196.829.133 177.776.350 166.969.687 124.922.063 5.818.444 35.705.564 1.381.153.772

Equity:

Paid-inshare
capital - - - - - - 100.000.000 100.000.000

Additionalpaid-
incapital - - - - - - 9.034.692 9.034.692

Statutoryreserve - - - - - - 16.407.381 16.407.381

Voluntarilyreserve 88.418 88.418

Generalbanking
risksreserve - - - - - - 8.907.852 8.907.852

Pro-cyclicality
reserve - - - - - - 4.604.991 4.604.991

Available-for–sale
investmentreserve - - - - - - 3.227.041 3.227.041

Retained
earnings - - - - - - 21.039.536 21.039.536

Totalequity - - - - - - 163.309.911 163.309.911

Non-controlling
interests - - - - - - 574.339 574.339

Netequity - - - - - - 163.884.250 163.884.250

Totalliabilities
andequity 673.062.531 196.829.133 177.776.350 166.969.687 124.992.063 5.818.444 199.589.814 1.545.038.022

Maturitygap (64.255.370) (106.739.960) (23.245.871) (95.542.884) 76.876.607 219.522.012 (6.614.534) -

Cumulativegap (64.255.370) (170.995.330) (194.241.201) (289.784.085) (212.907.478) 6.614.534 - -
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Lessthan1
month

From1month
to3months

From3
monthsto6

months

From6
monthsupto

year1

From1year
to3years

Morethan3
years

Without
maturity Total

December,31
2009 U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$

Assets:

Cashandbalances
withPMA 194.072.430 - - - - - 90.103.724 284.176.154

Balancesatbanksand
financialinstitutions 381.000.254 13.000 - - - - 437.000 381.450.254

Held-for-trading
investments - - - 2.625.294 - - 14.886.830 17.512.124

Directcredit
facilities 64.041.729 19.747.477 50.828.183 51.212.230 68.654.441 88.827.170 - 343.311.230

Available-for-sale
investments - - - - - - 18.407.690 18.407.690

Held-to-maturity
investments - 2.000.000 8.052.186 13.646.422 137.203.748 37.060.019 - 197.962.375

Investment
properties - - - - - - 671.413 671.413

Property,plant
andequipment - - - - - - 29.040.311 29.040.311

Otherassets 3.072.104 2.226.890 300.230 558.252 - - 4.328.475 10.485.951

Totalassets 642.186.517 23.987.367 59.180.599 68.042.198 205.858.189 125.887.189 157.875.443 1.283.017.502

Liabilities:

PMAdeposits 65.376.237 - - - - - - 65.376.237

Banksandfinancial
institutions’deposits

2.420.979 - - - - - - 2.420.979

Customers’
deposits 420.787.008 520.174.885 14.454.093 23.531.609 - - - 978.947.595

Cashmargins - 11.925.348 7.102.253 10.687.837 8.020.743 - - 37.736.181

Sundry
provisions - - - - - - 9.241.246 9.241.246

Taxprovisions - - - - - - 18.420.941 18.420.941

Otherliabilities 14.351.590 -  -  5.727.269  -  -  -  20.078.859

Totalliabilities 502.935.814 532.100.233  21.556.346  39.946.715  8.020.743  -  27.635.187  1.132.195.038

Equity

Paid-inshare
capital - - - - - - 100.000.000 100.000.000

Additionalpaid-
incapital - - - - - - 9.034.692 9.034.692

Statutoryreserve - - - - - - 13.395.184 13.395.184

Voluntarily
reserve 87.047 87.047

Generalbanking
risksreserve - - - - - - 5.726.755 5.726.755

Available-for–
salereserve - - - - - - (1.115.276) (1.115.276)

Retained
earnings - - - - - - 23.117.225 23.117.225

Totalequity - - - - - - 150.245.627 150.245.627

Non-controlling
interests - - - - - - 576.837 576.837

Netequity - - - - - - 150.822.464 150.822.464

Totalliabilities
andequity 502.935.814 532.100.233 21.556.346 39.946.715 8.020.743 - 178.457.651 1.283.017.502

Maturitygap 139.250.703 (508.112.866) 37.624.253 28.095.483 197.837.446 125.887.189 (20.582.208) -

Cumulativegap 139.250.703 (368.862.163) (331.237.910) (303.142.427) (105.304.981) 20.582.208 - -
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.38 SegmentInformation

InformationontheBank’sbusinesssegments

Formanagementpurposes,theBankisorganizedintothreemajorbusinesssegments:

•	 Retailbanking:Includeshandlingindividualcustomers’deposits,andprovidingconsumertypeloans,overdrafts,
creditcardsfacilitiesandotherservices;

•	 Corporatebanking:Includeshandlingloans,creditfacilities,depositsandcurrentaccountsforcorporateand
institutionalcustomers;

•	 Treasury:IncludesprovidingtradingandtreasuryservicesandmanagingBank’sfundsandinvestment.

FollowingistheBank’sbusinesssegmentsaccordingtooperations:

Total

Retail Corporate Treasury Other 2010 2009

U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$

Grossrevenues 25.450.299 19.187.288 19.759.864 18.731.167 83.128.618 71.583.169

Segmentresults 23.412.590 17.731.706 19.215.147 18.681.694 79.041.137 64.535.751

Unallocatedexpenses (41.309.032) (31.442.448)

Profitbeforetaxes - - - - 37.732.105 33.093.303

Taxexpense - - - - (7.612.636) (6.164.135)

Profitfortheyear - - - - 30.119.469 26.929.168

Othersegment
information:

Depreciation 3.383.350 2.594.179

Capitalexpenditures 5.542.913 7.043.216

2010 2009

Segmenttotalassets 211.006.082 184.940.617 957.434.910 191.656.413 1.545.038.022 1.283.017.502

Segmenttotalliabilities 379.865.161 608.631.572 61.794.042 330.862.997 1.381.153.772 1.132.195.038

Geographicaldistributioninformation

ThefollowingisthedistributionoftheBank’srevenues,assetsandcapitalexpendituresaccordingtogeo-
graphicalsector:

Domestic Foreign Total

2010 2009 2010 2009 2010 2009

U.S.$ U.S.$ U.S.$ U.S.$ U.S.$ U.S.$

Grossrevenues 69.418.573 59.772.006 13.710.045 11.811.163 83.128.618 71.583.169

Totalassets 925.407.234 686.689.676 619.630.788 596.327.826 1.545.038.022 1.283.017.502

Capitalexpenditures 5.542.913 7.043.216 - - 5.542.913 7.043.216
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.39 MaturitiesofAssetsandLiabilities
Thefollowingtabledepictstheanalysisofassetsandliabilitiesaccordingtotheirmaturities:

Upto1year Morethan1year Without
maturity Total

DECEMBER2010,31 U.S.$ U.S.$ U.S.$ U.S.$

ASSETS

CashandbalanceswithPMA 203.797.730 - 116.427.732 320.225.462

Balancesatbanksandfinancialinstitutions 361.217.366 - 600.758 361.818.124

Held–for-tradinginvestments 1.826.268 - 7.794.199 9.620.467

Directcreditfacilities 319.144.497 225.881.894 - 545.026.391

Available-for-saleinvestments 31.211.241 201.327.232 20.787.161 253.325.634

Investmentinanassociate - - 9.422.627 9.422.627

Investmentproperties - - 671.413 671.413

Property,plantandequipment - - 31.168.875 31.168.875

Otherassets 7.656.514 - 6.102.515 13.759.029

TotalAssets 924.853.616 427.209.126 192.975.280 1.545.038.022

LIABILITIES

PMAdeposits 41.867.735 - - 41.867.735

Banksandfinancialinstitutions’deposits 19.926.307 - - 19.926.307

Customers’deposits 1.114.325.051 91.625.904 - 1.205.950.955

Cashmargins 6.347.377 39.184.603 - 45.531.980

SundryProvisions - - 9.902.447 9.902.447

Taxprovisions - - 25.803.117 25.803.117

Otherliabilities 32.171.231 - - 32.171.231

TotalLiabilities 1.214.637.701 130.810.507 35.705.564 1.381.153.772

EQUITY

Paid-insharecapital - - 100.000.000 100.000.000

Additionalpaid-incapital - - 9.034.692 9.034.692

Statutoryreserve - - 16.407.381 6.407.381

Voluntarilyreserve 88.418 88.418

Generalbankingrisksreserve - - 8.907.852 8.907.852

Pro-cyclicalityreserve - - 4.604.991 4.604.991

Available-for-saleinvestmentreserve - - 3.227.041 3.227.041

Retainedearnings - - 21.039.536 21.039.536

- - 163.309.911 163.309.911

Non-controllinginterests - - 574.339 574.339

Netequity - - 163.884.250 163.884.250

TotalLiabilitiesandEquity 1.214.637.701 130.810.507 199.589.814 1.545.038.022

Maturitygap (289.784.085) 296.398.619 (6.614.534) -

Cumulativematuritygap (289.784.085) 6.614.534 - -
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Upto1year Morethan1year Without
maturity Total

DECEMBER2009,31 U.S.$ U.S.$ U.S.$ U.S.$

ASSETS

CashandbalanceswithPMA 194.072.430 - 90.103.724 284.176.154

Balancesatbanksandfinancialinstitutions 381.013.254 - 437.000 381.450.254

Held–for-tradinginvestments 2.625.294 - 14.886.830 17.512.124

Directcreditfacilities 185.829.619 157.481.611 - 343.311.230

Available-for-saleinvestment - - 18.407.690 18.407.690

Held-to-maturityinvestments 23.698.608 174.263.767 - 197.962.375

Investmentproperties - - 671.413 671.413

Property,plantandequipment - - 29.040.311 29.040.311

Otherassets 6.157.476 - 4.328.475 10.485.951

TotalAssets 793.396.681 331.745.378 157.875.443 1.283.017.502

LIABILITIES

PMAdeposits 65.376.237 - - 65.376.237

Banksandfinancialinstitutions’deposits 2.420.979 - - 2.420.979

Customers’deposits 978.947.595 - - 978.947.595

Cashmargins 29.715.438 8.020.743 - 37.736.181

SundryProvisions - - 9.214.246 9.214.246

Taxprovisions - - 18.420.941 18.420.941

Otherliabilities 20.078.859 - - 20.078.859

TotalLiabilities 1.096.539.108 8.020.743 27.635.187 1.132.195.038

EQUITY

Paid-insharecapital - - 100.000.000 100.000.000

Additionalpaid-incapital - - 9.034.692 9.034.692

Statutoryreserve - - 13.395.184 13.395.184

Voluntarilyreserve - - 87.047 87.047

Generalbankingrisksreserve - - 5.726.755 5.726.755

Available-for-saleinvestmentreserve - - (1.115.276) (1.115.276)

Retainedearnings - - 23.117.225 23.117.225

- - 150.245.627 150.245.627

Non-controllinginterests - - 576.837 576.837

Netequity - - 150.822.464 150.822.464

TotalLiabilitiesandEquity 1.096.539.108 8.020.743 178.457.651 1.283.017.502

Maturitygap (303.142.427) 323.724.635 (20.582.208) -

Cumulativematuritygap (303.142.427) 20.582.208 - -
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.40 CapitalManagement

Theprimaryobjectiveof theBank›scapitalmanagement is toensurethat itmaintainsadequatecapital ratios in
ordertosupportitsbusinessandmaximizeshareholdersvalue.

TheBankmanagesitscapitalstructureandmakesadjustmentstoitinlightofchangesinbusinessconditions.The
Bankdidnotmakeanyadjustmentsongoals,policies,andactionsconcerningtocapitalmanagementforcurrent
andprioryear,exceptforincreasingcapitalbyU.S.18,595,863$during2009throughstockdividendstoreachU.S.
meetingextraordinaryaninresolved2010,30AprilonheldassemblygeneralBank’stheadditionIn.million100$
toincreasetheauthorizedsharecapitalto200millionshares.

ThecapitaladequacyratioiscomputedinaccordancewiththePMA’sregulationsderivedfromBasel
Committeeregulationscomputedasfollows:

2010 2009

Amount Percentageto
assets

Percentageto
risk–weighted

assets
Amount Percentageto

assets

Percentageto
risk–weighted

assets

U.S.$ % % U.S.$ U.S.$ %

Regulatorycapital 94.998.297 6.15 12.88 90.472.532 7.05 16.51

Basiccapital 100.000.000 6.47 13.56 100.000.000 7.79 18.25

.41 CommitmentsandContingentLiabilities
The totaloutstandingcommitmentsandcontingent liabilitiesasat theconsolidatedfinancial statements
dateareasfollows:

2010 2009

U.S.$ U.S.$

Lettersofcredit 101.576.689 83.003.661

Lettersofguarantees 22.943.640 14.477.356

Acceptances 6.999.005 7.973.462

Unutilizedcreditfacilities 9.600.498 6.377.594

141.119.832 111.832.073



Inaddition,theBanksubscribedin350,000sharesofAmalCompanyforLoansandMortgagesofU.S.1$parvalue
foreachshare.Asofthedateofconsolidatedfinancialstatements,theBankpaidU.S.150,000$fortheseshares.
Thesesharesarepledgedforthebenefitofotherparties.

TheBankhasacontractualcommitmenttopurchasealandintheamountofU.S.3,680,400$forthepurposeof
buildingcommercialtowerinAl-erasalcenter.

.42 LawsuitsAgainsttheBank

Inthenormalcourseofbusiness,thenumberoflitigationsfiledagainsttheBankasatDecember2010,31and2009
were27and21thatamountedtoU.S.1,252,525$andU.S.,1,133,947$respectively.

TheBank’smanagementandlawyerbelievethatprovisionmadeagainsttheselitigationsissufficient.



108

.43 ConcentrationofRiskinGeographicalArea

TheBankcarriesoutitsactivitiesinPalestine.Thepoliticalandeconomicaldestabilizationintheareaincreasesthe
riskofcarryingoutbusinessandcouldadverselyaffectperformance.

.44 RestatementsofPriorPeriods
Followingaredetailsofrestatementsofprioryears:

•	 During,2009theBankrecordedboardofdirectorsremunerationexpenseamountedtoU.S.,1,460,545$of
whichanamountofU.S.41,639$isrelatedtotheBank’ssubsidiaryfortheyear,2008asanappropriationof
profitinthestatementofchangeinequityratherthananexpenseinincomestatement.TheBankretroactively
restatedtheaccountingtreatment.

•	 TheBank’ssubsidiaryretroactivelychargedemployees’bonustotheyearitbelongs,whichamountedtoU.S.
.2008yearthefor33,499$.U.Sand2009yearthefor57,353$

•	 TheeffectoftherestatementsonequityasofJanuary2009,1:

Beforerestatement restatements
After

restatement

January2009,1 U.S.$ U.S.$ U.S.$

Retainedearnings 19.382.844 (58.833) 19.324.011

Statutoryreserve 10.092.391 (6.537) 10.085.854

Non-controllinginterests 495.831 (9.768) 486.063

•	 Thefollowingisasummaryofrestatementsimpactontheconsolidatedfinancialstatementsforthe
year2009:

Beforerestatement restatements
After

restatement

December31,2009 U.S.$ U.S.$ U.S.$

Profitfortheyear 28.371.928 (1.442.760) 26.929.168

Statutoryreserve 13.531.211 (136.027) 13.395.184

Voluntarilyreserve 93.798 (6.751) 87.047

Retainedearnings 23.013.892 103.333 23.117.225

Non-controllinginterests 594.745 (17.908) 576.837

Otherliabilities 20.021.506 57.353 20.078.859

Basicanddilutedearningspershare 0.28 (0.01) 0.27

.45 ComparativeFigures

Some of corresponding figures for 2009 have been reclassified in order to conform with the presentation for
thecurrentyear.Except foreffectof the restatementsdepicted innote ,(44) such reclassificationsdonotaffect
previouslyreportedresultsandequity.Inaddition,theopeningbalancesfor2009havebeenpresented.
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