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Disclaimer

The information contained in this presentation or document (“"presentation”) is for general guidance on matters of
interest only. It is provided on the basis that OQR and OQR advisers are not engaged in rendering any professional
advice and/or services of any kind. As such, it should not be used as a substitute for consultation with professional
accounting, tax, legal or any other advisers, nor should it be relied on in any way.

While the OQR has made every attempt to ensure that the information contained in this presentation has been
obtained from reliable sources, OQR is not responsible for any errors or omissions, accuracy, impressions or
otherwise, or for any results which are consequential directly or indirectly from the use of this information. All
information in this presentation is provided "as is", with no guarantee of completeness, accuracy, timeliness or of the
results obtained from the use of this information, and without warranty of any kind, express or implied, including, but
not limited to warranties of performance and fitness for a particular purpose.

In no event will OQR, its advisers, agents or employees thereof be liable for any decision made, action taken or

omission of an action in reliance on the information in this presentation and/or any discussions that followed it or for
any consequential, special or other damages.

Proprietary: Office of the Quartet Representative



Office of the
Quartet Representative
A\ Tony Blair

Overview and current situation

a

Proprietary: Office of the Quartet Representative



Office of the .
Quartet Representative
\* Tony Blair

Overview of light manufacturing sector

* Represents ~4% of GDP, at $453M!
Accounts for ~4% of employment, at ~45K jobs!

* Diverse group of subsectors:
— Fabricated metal, 21% of sector GDP and 19% of sector employment;
— Furniture, 15% of sector GDP and 21% of sector employment;
— Pharmaceuticals, 15% of sector GDP and 3% of sector employment;
— Clothing & Textiles, 10% of sector GDP and 25% of sector employment,
— Other subsectors each account for less than 10% of sector GDP & employment.
* With some barriers to growth:
Sector — Facilities built to use available space, not for optimal productivity (land)
description — Low equipment utilization (capacity)
— Limited manufacturing expertise and marketing efforts (connectivity)
— Unpredictable and expensive import and export processes (infrastructure)
* And untapped strengths conducive to growth:
— Unique bilateral trade agreements with large markets; high level of education
and trainable skills; and strategic geographic location (including proximity to
Israel and the GCC).
* Imports in light manufacturing exceeded exports by ~$1.1B in 20112

* Light manufacturing has seen bursts of rapid growth across the Middle East in
recent years, especially after discontinuity in trade environment (e.g., EU free
trade agreements)

— Egypt, 38% annual export growth3 '04-07
— Jordan, 35% annual export growth3 '96-99
— Turkey, 31% annual export growth3 '01-04

Current size
of the sector

Benchmarks

1 2011 GDP and employment (excludes Agribusiness, Stone and Marble)
2 Excludes industries involved in the manufacture of non-metallic mineral products, food products, tobacco products, beverages, and other mining and
3 quarrying; these industries are covered by other sector teams. Reference: PCBS import and export data, 2011

3 3-year Compound Annual Growth Rates Proprietary: Office of the Quartet Representative
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Palestinian light manufacturing industries employed 45K
employees and contributed ~$453M to GDP in 2011

2011 Sector GDP Sector Employees

Industry!? Percent Percent Miscellaneous industry details
) o o * ~120 small firms producing metal

Fabricated metal 21% 19% doors, aluminium windows, scales, etc.
Furniture 15% 21% * 97% of firms employ 1-9 people; 3%
e e e ETPIOY 1050
Pharmaceuticals 15% 30 * Six firms producing generics; exporting
i ... toGermany and Africa
Clothes & textiles 10% 250/, * 200 large shops; 1,000 small home
e e NOTKSROPS

. * Four companies with 50+ employees;

(0] o) ’

Rubberandplastics L..n®* 1.1 % othersare ~5-20employees '
Leather & shoes 5% 5% * ~230 firms
Machinery and equipment 5% 1%
Paper 5% 2%
Chemicals 3% 2%
Others? 13% 18%

100% = ~$453M 100% = 45K employees

1 Excludes industries including manufacture of non-metallic mineral products, food products, tobacco products, beverages,
and other mining and quarrying; these industries are covered by other sector teams 2 Includes miscellaneous electrical
equipment, wood and wood products, basic metals, and motor vehicles

Reference: PCBS manufacturing sub-sector data

4 Proprietary: Office of the Quartet Representative
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Imports in light manufacturing exceeded exports by ~$1.1B

Industry!

in 2011

2011 Exports 2011 Imports

USD M USD M

Fabricated metal

............................................................................................................

............................................................................................................

............................................................................................................

............................................................................................................

............................................................................................................

............................................................................................................

............................................................................................................

.................................................................................................................

.................................................................................................................

.................................................................................................................

.................................................................................................................

.................................................................................................................

.................................................................................................................

.................................................................................................................

.................................................................................................................

~$1,500M

1 Excludes industries involved in the manufacture of non-metallic mineral products, food products, tobacco products,

beverages, and other mining and quarrying; these industries are covered by other sector teams
2 Includes miscellaneous manufactured articles, essential oils and perfumes
Reference: PCBS import and export data, 2011

Proprietary: Office of the Quartet Representative
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Over the past two decades, regional competitors were able to
grow light manufacturing exports at maximum 3-year CAGRs?2
averaging 30%

Light manufacturing3® exports
Growth indexed to 100 at year 1 of max 3-year growth period Max export 3-year CAGRs?, %
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Years 0-3 represent each country’s maximum growth periods

1 Represents highest three-year CAGRs achieved in light manufacturing exports from 1990 to 2011
2 CAGR - compounded annual growth rate
3 Includes only light manufacturing sub-sectors analysed by this team (e.g., all manufacturing excluding building materials, agribusiness, and oil products)

Reference: Global Insight manufacturing exports data

Proprietary: Office of the Quartet Representative
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If Palestinian Territories light manufacturing exports similarly
grow at 30% for three years, GDP from exports would
increase up to ~$215M by 2016

Potential Light Manufacturing exports

USD in millions

936
723
558

431

2013 2014 2015 2016
GDP from
exports? 162 216 287 378
USD M I |

Increase in GDP from exports up to ~$215M from 2013-16 at 33% per year

1 Assumes light manufacturing exports grow at same 30% average 3-year CAGR achieved by regional competitors
2 Assumes ~40% of exports contributes to GDP, in line with estimates from global industry experts

Reference: Global Insight exports manufacturing data, PCBS light manufacturing GDP data
Proprietary: Office of the Quartet Representative
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Competitiveness of Palestinian Territories

Competitiveness

0O ©O

Preliminary assessment! of Palestinian Territories competitiveness Rationale for assessment

‘/ Competitive wages compared to regional competitors

‘/ Low operational costs

Loyal workforce with low attrition rate

<

No advanced manufacturing experience or heritage; diverse,
basic skill set

‘/ Strong universities and vocational tech. programs - strong
ability to learn

Access and proximity to both Israeli and Arab markets

Limited warehousing and land

Import/exports not seamless and predictable

Location &
Infrastructure
8 8 N

Insufficient / expensive energy and water

Competitive government incentives (e.g., tax cuts)

Incentives and insurance (e.g., risk insurance, long-term loans)

Border/supply disruptions, safety concerns, political instability

Country/
Government

Access for foreign investors, especially Palestinian diaspora

e Gaza Jordan Israel Turkey Eastern China Key takeaways
urope .

Bank

LR

1 Based on in-depth site location analysis conducted with leading multinational manufacturing corporation

2 Approximate wages: West Bank and Gaza ~$2.50/hr, Jordan ~$2.30-3/hr, Israel ~$6.50/hr, Turkey ~$2.50/hr, Eastern
Europe ~7.30/hr, China ~$1.90-3/hr

Reference: Stakeholder interviews

Infrastructure and political risks seen as biggest barriers
* Palestinian Territories less likely to be globally competitive;
* 1 suggests regional focus on Israel, Jordan, and GCC
’ * Jordan will be a strong competitor for MNC investment -
marketing and incentives should address this

Proprietary: Office of the Quartet Representative
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The light manufacturing sector could potentially grow from
$453M in GDP and 45K jobs to ~$730M and ~60-65K
employees in three years

Starting point? In three years In six years?
+17% p.a. — ~
GDP — °P ~730 890
($ M) 453

— +11% p.a. —
Employ- * 70-75
~60-65
ment 45
(*000 FTEs)

New
invest-
ment3 ~1405

($ M)

1 Estimated 2013 GDP and employment taken as reference year for calculating impact numbers
2 Six year projection reflects three additional years of historical manufacturing GDP CAGR of ~6.75% (from PCBS 2009-2012) after
implementation of 3-year strategy 3 Cumulative investment in each time period 4 Total new investment is driven
by production facilities (~$265M, equivalent to ~4-7 large plants, or up to ~20-25 small plants), marketing (~$45M over three
10 years), and training and human capital development (~$20M) 5 Calculated as investment needed for ~6.75% p.a. growth
Reference: PCBS data, 2009-2011 Proprietary: Office of the Quartet Representative
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Potential figures for GDP and employment
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GDP
from
exports
($216M)

GDP
from
local
consum-
ption
($63M)

Investment
from multi-
national
corpora-
tions

Develop-
ment of
existing
SMEs

Natural
growth of
locally-
consumed
production

natural growth
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The ~$280M aspiration could be driven through multinational
corporation investment, development of existing SMEs, and

GDP Employment
Description Rationale $M # of jobs (K)
Al Attract multinational -+ With risks mitigated and proper incentives available, ]
corporation Palestinian Territories could be a competitive investment
investment site with an abundance of educated labour and access
and proximity to both Israeli and Arab markets
* Attractive trade agreements (Arab world, EU)
* Strong good will for aiding Palestinian Territories 150- 3-51
2001
A2 Grow SME production °* MNC plants typically require complementary local
to support MNCs industry (e.g., a wire harness factory could justify a local
copper wire facility)
B1 Restore Gazan ¢ Gazan furniture/textile shipments dropped from ~3,700 35 4-6
furniture and textiles truckloads in 2005 to ~0 in 2012; shipments to WB and
exports/transfers Israel could likely resume at previous levels due to Gazan
advantages over competitors in Turkey and China2
B2 Open access to GCC ¢ Palestinian generics meet international standards and are 25 0.5-1
generics pharma sold in Germany, North Africa and Yemen; high generics
market growth forecasted in GCC
C Facilitate natural * Production for the local market is projected to continue ~65 5-73
growth of production growing at historical rates
for local consumption
Total $275- 13-19K
325M

1 Based loosely on MNC building block detailed by global experts — each “block” facility represents ~$20M in revenue, $8M to GDP, and ~130 employees;
includes uptick in local SME GDP and employment due to “"MNC spill over effect” (e.g., MNC plants will spur the growth of complementary SME
industries/facilities)

2 Based on interviews with Gazan furniture and textile manufacturers and Palestinian National Export Strategy Report, 2012

3 Assumes ~$10,115 value-add per light manufacturing employee in existing industries (from PCBS 2011 data)

Reference: PCBS manufacturing data, Palestinian National Export Strategy 2012, stakeholder interviews
Proprietary: Office of the Quartet Representative
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The full ~$280M increase in GDP could increase light mfr.
from 4.3% to 6.3% of GDP in Palestinian Territories, in line
with regional competitors

Light manufacturing as a share of GDP!
Percent

11.6

Short-term:
* Grow Palestinian

Regional competitors’ 8.7 Territories light

rere ) chars of GDP from

6.5 4.3 to 6.3%

Long-term:

* Grow light
manufacturing
share of GDP to
~7.4%, the
average for non-oil
rich nations near
the Mediterranean

4.4

Palestinian Egypt Morocco PalestinianTurkey Jordan Tunisia
Territories Territories
(current)? (3-year
aspiration)
1 Assumes non-light manufacturing GDP grows at 2009-2012 historical CAGR of ~9%

2 Current reflects 2013 data; end of 2016 reflects post three-year plan
Reference: Global Insight GDP manufacturing data; World Bank GDP data

Proprietary: Office of the Quartet Representative
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A Analysis of light manufacturing sub-sectors likely to attract
MNC investment

40 manu-
facturing
sub-
sectors

Excluded
industries

1 Likely dominated by low-wage Asian competitors
Territories local market not large enough to support MNC investment

High demand
(high Middle East
import growth)

Low import growth
(less than $850M from 2014-16)

Specialty chemicals

TV and radio equipment
Plastic products
Structural metals
Machine-tools

Leather footwear
Synthetic fibres

Paints and varnishes
Metallurgy machinery
Wood products
Photographic equipment
Railway and equipment
Printing and publishing
Agricultural machinery
Watches and clocks
Fertilizers

Pesticides, ag. chemicals

Feasible for Palestinian Territories
(PT environment suitable and products a
good match for regional production)

Labour intensive and
actively traded globally?

Perspective of senior
industry experts?*

* Wearing apparel

* Textiles

* Furniture

¢ Jewellery, toys, sporting
goods and other

* Other transport equip.

Energy intensive?2

* Paper and pulp

Regional processing?3

* Metal coatings
* Rubber products

e Lifting and handling
equipment

2 Hindered by PT energy availability and cost

* Motor vehicles
* Engines and turbines

¢ Computers and office
machinery

* Transmitters and
routers

* Semi-conductors
¢ Aircraft and spacecraft
* Specialty chemicals

Industries with highest

potential for MNC
investment:

* Medical and measuring
equipment, e.qg., industrial
process controls, surgical
equipment

* Pharmaceuticals, e.g.,
generic and proprietary
drugs

* Wire, cable and
batteries, e.g.,
accumulators, primary cells

* Electricity distribution
and control, e.g.,
switches, fuses, voltage
limiters

* Soap, cleaning and
cosmetics, e.g.,
detergents, shampoos,
deodorants

* Parts and accessories for
motor vehicles, e.g., wire
harnesses, steering wheels

* Domestic appliances,
e.g., microwaves,
refrigerators, space
heaters, sewing machines

3 Likely produced just for local markets; Palestinian
4 Industries requiring non-existent complementary supporting industries, large

investments (e.g., semiconductors), advanced manufacturing expertise and heritage; industries associated with national defence

Reference: IHS forecasted import data for ME, 2014-2017
Proprietary: Office of the Quartet Representative
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A Attracting several plants in these sub-sectors could achieve
the potential $150-200M MNC-contributed GDP aspiration

Priority sub-sectors Middle East import Examples of active plants built in each of the priority sub-sectors
projections from 2014 to 2016 in the past 15 years®

Projecte Projected ME

d ME 2014-16 % of Typical Initial

2016 import Plant ME GDP Typical invest-

imports growth revenue import impact! Jobs ment Example MNC in
Sub-sector USD B USD B USD M growth USD M # USD M the industry$
Domestic appliances 6 0.9 502 6% 20 250 43 BOSCH @ LG
s astie and 12 1.9 1054 6% 40 1,100 503 | Eversys @RS
batteries
Motor vehicle parts 9 0.9 80 9% 30 2,500 30 FURUKALLR €22
Egctnicity 11 1.8 50 3% 20 250 16 choson %)
distribution & control ' ° Honeywell g
Pharmaceuticals 14 1.9 75 4% 30 200 50 G2
Medical and % United :

13 2.4 30 1% 12 250 16 e

measuring equip. ° 0 e €2
Eeneomndiand 8 1.1 120 11% 48 200 66 LI Peolr
cosmetics Crifenrens
TOTAL ~$75 ~$11

Attracting 4-7 large plants could achieve the MNC $150-200M GDP and 3-5K employment

aspiration; if more plants were attracted, the MNC aspiration could double or triple

1 Assumes average steady-state GDP contribution of each industry is 40% of revenues (based on conversations with Palestinian companies and

global sector experts regarding the share of inputs that are imported)
2 Assumes annual production of ~115,000 washing machine units at a value of ~$400 each 3 When revenues or investment not available,
assumes the average investment to revenue ratio of other listed industries; when employment not available, assumes average revenue to
employees ratio of other listed industries 4 Assumes a 30% profit margin 5 All numbers taken from actual examples of plants
built in the past 15 years; Example plants do not necessarily apply to every MNC listed on the chart as Example MNCs 6 Sample MNCs in
each sub-sector listed for illustrative purposes, not necessarily investors in the Palestinian Territories

Reference: Factiva listing of recent international investments, industry expert interviews

Proprietary: Office of the Quartet Representative
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A MNC industry case example: Interior construction materials
(e.g., electricity controls)

Housing construction is expected to ramp up
significantly for the next 10+ years...

* Recent housing construction of only 5-10K units
per year has led to increased household size
and pent-up housing demand in the Palestinian
Territories

* As restrictions on building materials and land
are lifted, this demand will be met with
increased construction activity, expected to last
10+ years

Likely annual steady-
state demand

Location # of housing units (K)
West Bank* ~20
Gaza ~10
Total ~30

... and represents an opportunity for locally-
produced interior housing goods

* The majority of interior housing supplies are
currently imported from Israel and other
nations, but could be produced locally

* A typical Palestinian home requires ~$6003 in
interior supplies, e.g., thermostat, electrical
wiring devices, smoke alarms, doorbell chimes

* Producing these supplies ($18M annual
production required) locally with MNC
investment could generate up to ~$7.5M GDP
and 115 jobs1:2

% of goods

produced GDP Employment
locally usbD (M) # of workers
25% ~2 ~30
50% ~3.5 ~60
75% ~5.5 ~85
100% ~7.5 ~115

1 Assumes average industry cost structure for calculating impact on GDP (40% of local production to GDP); assumes construction of

30,000 homes per year

2 Assumes standard MNC factory for impact on employment (~130 employees for each $20M factory)
3 Includes home intrusion detection system, doorbell chimes, electrical wiring devices, thermostat, smoke alarms

4 Includes East Jerusalem

Reference: Industry experts, population and construction growth estimates

17
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Selected opportunities to expand SME exports and

transfers exist if various restrictions can be addressed

Exports / transfers reduced

Largest sub-sectors due to restrictions

Rationale

Fabricated metals

Limited ability to import certain inputs and
machinery (e.g., lathe machines)

Restricted exports of select goods (e.g., aluminium)
Potential sector for future deep-dive

Gazan exports/transfers dropped significantly post-
2006 following closure of commercial trade

Textiles and furniture, Gaza’s prominent industries, could
likely resume relationships with WB and higher-end

Israeli customers if trade were re-opened

Access to GCC pharma markets extremely limited due
to inability of Arab inspectors to enter the WB

Low-priced products and significant investment in
WB pharma machinery and quality standards would
likely make WB companies competitive in GCC generics

...........................................................................................................................................................................................................................

Could benefit from improved consumer perceptions and
access to certain chemical inputs currently restricted
Potential sector for future deep-dive

Machinery and equipment

Limited mfr. expertise and access to machinery
Potential sector for future deep-dive

............................................................................................................. R R RN R AR AR RN R R R AR R A AR AN AR AN RREEEARRREEREE

Paper industry faring relatively well with current
environment

Proprietary: Office of the Quartet Representative
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B Re-opening Gaza furniture and textile transfers to West
Bank and exports to Israel could add up to ~$35-40M to

GDP and up to ~4-6K jobs

Gazan exports and transfers have fallen substantially
since 2005, but local players retain key advantages...

Gazan manufacturing contributed ~$130M3 to GDP in
2005 but decreased sharply through 2008 to ~$35M3

Gazan exports dropped from ~10,000 truckloads in
2005 to only 254 in 2012

— Furniture truckloads fell from ~1,200 to 5

— Textile truckloads fell from ~1,500 to 2
Nevertheless, Gazan manufacturers likely retain
advantages over competitors in Turkey and China

— High-end designers in Israeli markets require
relatively small, customized orders not handled
well by bulk-order manufacturers

— Quick delivery of specific inputs (e.g., zippers,
buttons) for production

— In-person returns facilitated by proximity to Israeli
market

1 Matches pre-2006 truckload numbers

... and could contribute up to $35-40M in GDP and

4-6K jobs
Potential If exports and transfers of furniture and
impact textiles returned to earlier levels, the result
P could be up to: Potential
Annual Potential GDP2 Employment?2
Subsector Truckloads! UsD (M) Thousands
Furniture 1,200 10 12
Textiles 1,500 25-30 3-5
All 2,700 35-40 4-6
* Access to Israeli and West Bank markets
Enablers * Targeted marketing efforts focused on reviving

former relationships

2Based on cost structures provided by Gazan businesses: for furniture and textiles,50% materials (of which 80% imported), ~25% labour, ~25% profit

3 Represents current prices in 2005 and 2008, respectively

Reference: PCBS national account data, Conversations with Gazan furniture and textile companies, PalTrade Palestinian Trade Center

2010 Gazan exports report

Proprietary: Office of the Quartet Representative
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B Opening access to GCC generic pharmaceuticals markets

Six pharmaceutical manufacturers in the West Bank
Production of more than 1,150 types of generic drugs

Consistently profitable with high investment in
machinery and international standards (GMP)

Currently exporting to North Africa, Yemen, Germany;
US certification pending

Typical products include anti-infective, muscoskeletal, and
alimentary medicines

for WB companies could drive up to ~$25M in GDP and
~500-1000 jobs

... but do not have access to majority of regional
markets...

* Manufacturers are not certified by Arab pharmaceutical
inspectors

* GCC generics market, currently ~$1.2B in size, is expected
to grow ~$600M in total from 2014-2016

1,338 ’
Forecasted GCC 1,168
generics market
by year2
USD in millions 13F 14F 15F 16F

... which could be an attractive opportunity for increasing GDP and employment

20

Potential
impact

Rationale

Enablers

~35M increase in exports

If Palestinian companies capture 2% of the GCC generics market through 2016, the result could be:
~$25M increase in GDP!

~500-1000 new jobs!

Significant investment already made in quality and quality certification (~$50M+ in past 11 years)
Palestinian labour well-educated, relatively inexpensive and abundant

Syrian pharmaceuticals production in the region depressed due to political instability

Achieving GMP standards for GCC (i.e., likely ~$5M investment required for each pharma company)
Access of Arab inspectors/registrars to pharmaceutical production sites

Increased production of current Palestinian generics to supply estimated demand

1 Assumes increased exports match current GDP contribution of existing Palestinian pharmaceuticals industry
2 Forecasted demand obtained from Business Monitor International report, Q2 2013

Reference: Business Monitor International Pharmaceuticals and Healthcare Report; PCBS 2011 manufacturing data;

Palestinian pharmaceutical company interviews, Palestinian Export Strategy
Proprietary: Office of the Quartet Representative



Office of the
Quartet Representative
A\ Tony Blair

Development opportunities
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Three potential development opportunities for light

manufacturing strategy

(1) Industrial zones

* Upgrade existing industrial
zones to Specialised
Economic Zones to
— Provide multinational
corporations with
reliable investment
sites

— Grow existing SMEs
through on-site
development services

— Provide economic,
social, and
environmental benefits
and promote job
creation

12)

* Offer financial
incentives and
insurances to:

— Increase the
competitiveness for of
Palestinian Territories
for attracting MNCs
and local investors
(e.g., political risk
insurance)

— Encourage growth in
existing SMEs (e.g.,
loan guarantees)

* Launch organised
marketing efforts to:

— Promote MNC
investment in the
Palestinian Territories

— Develop a strong
Palestinian brand for
local and international
consumers

Proprietary: Office of the Quartet Representative
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1 Typical benefits of Special Economic Zones

Land

* Land designated for industrial use

* Proximity to commercial crossings
and to major population centres
and communities

* Sufficient space for factories built to
recommended specifications

* 24 /7 on-site security

—_— —_—

Infrastructure
* Transparent and consistent import and

export processes f

* Access to reliable and competitively-
priced electricity and water

* Access to critical inputs currently
restricted due to dual-use potential

* Warehousing, storage and
distribution facilities to cut costs,
improve inventory efficiency, and
provide better access to finance.

Capability
* Knowledge-sharing and process

optimization between manufacturers
On-site training and business
consulting services to help
manufacturers in and around the park
improve performance (e.g., 5S,
visual management)

On-site export assistance program
Catalyst for reforms in regulatory
policy

Connectivity
* Cooperation among on-site businesses

and local organisations

Partnerships with local universities
to provide employee skills training
Bargaining power through co-
operation of peer companies to
optimize procurement and market
access

* Facilitating entry to foreign markets

Proprietary: Office of the Quartet Representative
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1 Three parks at Bethlehem, Jericho and Karni currently
house local and foreign businesses; future park locations

= - A Existing
have been identified industrial park
Bethlehem Potential new
industrial park
* 200,000 m2
* 20,000 m?2 already booked; 7 MOUs signed in various
industries (e.g., paper, printing, wood veneering,
renewable energy, training/capacity building, and logistics)
. * Paper and wood factories starting production soon
Mediterranean Sea . * Sponsored by French gov't; incentives include 50% -
Jenin grant for French machinery and 50% guaranteed Outstanding
loans needs
* Street to Road 356 approved * All sites require
seamless
imports/exports
o Nabl Jericho o Expanded
. . ) operating
Tel Aviv § 1,115,000 m2 with thr.ee phases: hours at critical
- éég,ggg m; aEd |anrIastructturt'e/tro§d ready by June terminals (e.g.,
- , m2 phase II - not starte Tarqumia)
Ramallah ¢ q
- 500,000 m2 phase III - not started . Access to
* Focus on agribusiness and non-pollutant industries closest
A Jericho ° _Sponsored by the Japar_lese government with $8M initial commercial
Jerusalem ¢ d investment; 50% matching grant for infrastructure terminals (e.g.,
ABethIehem * 21 MOUs signed by interested companies (e.g., dairy, Mazmouria
dates, packaging, fertilizers, vegetables, Halal cosmetics) terminal for
Gaza Bethlehem
A . Hebron exports, 1.2 km
T BT . connection
Karni road from
Jericho to the
. 2
480,000 m Allenby Bridge)
Rafah * 35% of area filled with existing companies (e.g., plastic,

furniture, garments, food, Coca Cola)

Infrastructure all complete; on-site generator provides
2.1MW of electricity

Currently rehabilitating an on-site desalinization unit

24 Reference: PIEFZA, site visits, industry expert interviews
Proprietary: Office of the Quartet Representative



Office of the .
Quartet Representative
A\* Tony Blair

1 Description of planned new industrial zone projects in
Gaza, Hebron and Jenin

New Size Outstanding
zones ‘000 m? Description needs
933 * Could serve as a jointly-developed site with Israel * $10M land issue
* Site selected but development on hold to be solved
e German government provided ~$14M in soft loans for before Description of a
infrastructure and expected to provide additional development typical industrial
$40M can continue; zone plant?!
* Managed by Tobb-Bis (Turkish company) Turkey likely to Logistics
Jenin * Turkey interested due to bi-lateral agreements provide funding « ~2,300 m2 per
Palestinian Territories have with US, and select Arab and pIa’nt

European nations
* 1,700 meter street connecting the zone to Jalameh crossing
opened but not yet paved

¢ 470kw of annual
electricity per

plant
Impact
e eeeeeEesss e eeeeeeEasssE e eereeeEesss e eeEfeeERRA AL E e e s AR AL L L £ e £ AR RS e L £ £ £ £ R R e £ E £ £ £ R R AR e e e e e £ R R e r e e e ennnas ¢ Initial ~$7M to
¢ 2 locations identified north and south of Hebron * Development of GDP from capital
Hebron * MOU signed to establish a private company to manage sites necessary land investment
site A * Many Hebron companies planning to transfer facilities * Average revenue
700 to zones of ~$20M
each ° USis currently considering support of industrial zone in contributes ~$8M
Hebron but no confirmed sponsor / donor to GDP
Hebron
site B * ~130 employees
a — ~115 hourly
.................. L — ~15 mgmt.
20,000 Could serve as a jointly-developed site with Israel and Access to .
Egypt external markets (salaried)
Rafah * ~200 dunams in Palestinian Territories (remaining land in
(Gaza) Egypt)

* Sponsored by Qatar

1 Represents typical consumer goods factory

Reference: Industry experts, site visits , PIEFZA
Proprietary: Office of the Quartet Representative
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1 CASE STUDY: Morocco’s industrial zones are each
dedicated to a specific industry, with transport

CasaNearShore
RabatShore
TangerShore

Tangier

Tangier Automotive City
Tangier Electronic City

Nouacer Aeronautics Center
Casablanca/Mohammedia

Rabat,

Casablanca{ - KN

Casablanca
Rabat - Kenitra
Tangier

Fez - Meknes
Settat

* Meknes - Fez

* Gharb

* Souss Massa Draa
* QOriental

* Dakhla
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== Main roads

—— Secondary roads
=== Railways

‘o Ports

X
h

Airports

Thermal power station

Dedicated offshoring zones

Textile zones

Industrial zones: auto, electro, aer
Dedicated "agro-centers"
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CASE STUDY: Industrial zones in Morocco provided the

1 following infrastructure and services

e Recruitment assistance service
One-stop administrative @ Support services

center? _ ¢ Point of contact with national offshoring
—— - . e . profession training centres
— T gt s e sicrolonic . : * Access to database for multi-criteria

searches

* Profiles of graduates from major
business schools, engineering schools,
and other universities

e Park operational services

* Management of water and sanitation,
electricity, telecommunications, road
net-work, waste collection and disposal,
etc.

* Managing contractors for maintenance
and upkeep of the facilities and
common areas, such as green spaces,
air conditioning, fire detection system

Recruitment ‘
assistance service o services

g N

o Support services e Business centre
* Transport * Office equipment * Secretarial service
* Canteens store * Document centre (printing, photocopying, binding,
* Shops * Medical centre and etc.)
* Restaurants pharmacy * Translation and interpreting services
* Fitness centre ¢ Rental car agency * Meeting rooms
* Travel agency ° Bank * Teleconferencing facilities
* Post office * Computer, telephone, fax, etc.

Proprietary: Office of the Quartet Representative 27
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2 Overview of potential incentives and insurance to attract
investors

Example
Description programs

* Expropriation: Protection against reduction or elimination ¢ MIGA, OPIC
of investment ownership by authorities

---------------------------------------------------------------------------------------------------------------------------------------------- saUdi Arabia Offers
*  War, Terrorism & Civil Disturbance: Protection against loss e MIGA, OPIC a varlsty of similar
from damage, destruction or disappearance of tangible incentives
assets . i
POIILICAI FISK o oot Eﬁgf\gncged't'
insurance * Breach of contract: Protection agfain_st losses arising from a * MIGA, OPIC, guaranteés and
government’s breach or repudiation of a contract PA insurance through
the Saudi Export
e e T e Program
* Transfer restriction: Protection against losses arising from e MIGA, OPIC,
inability to legally convert local currency into foreign PA * Financial support
exchange for training and
.............................................................................................................................................. emp|oyment of
* Bank loan guarantees to encourage lending to Palestinian e OPIC, IFC, Saudis from
Financing entrepreneurs and SMEs MEII Human Resources
* Attractive long-term financing options for MNCs Development Fund
* Existing Palestinian investment promotion law * PA * Low-cost loans
— Fixed assets are exempted from taxes and customs frodm Sa_muld|
— Income tax exemption for 5 years at start of g‘ usltrla Fund
Tax incentives production e;l/epoglr_nent un
— Income tax on net gains reaching 10% for an ?: o ’éjmelsﬁlt Fund
additional period of 12 years (investments of 1-5M USD) Ves u

or 16 years (investments 5M+ USD)

Reference: US DoS materials, MIGA West Bank and Gaza Investment Guarantee Trust Fund, Palestinian
Investment Guide 2010, Saudi investment site

Proprietary: Office of the Quartet Representative
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3 Marketing for Palestinian brand: Marketing Palestinian
goods

Perception of quality Palestinian goods
are critical to drive local and
international sales

* Palestinian industries with proven
standards have performed well (e.g.,
Palestinian pharmaceuticals achieved
select GMP standards and penetrated
select international markets)

* However, in some industries, Palestinian
consumers often prefer to buy imported
goods although local quality is on par
with foreign goods (e.g., milk, plastic
food containers)

* Mind set likely driven by:

— Lack of available/enforced
product quality standards in certain
industries

— Limited marketing efforts by
Palestinian companies

Reference: BrandChannel: Mapping a country’s future

There are several approaches to

developing standards and brand, with
broad benefit

* Work with the Palestinian Standards
Institute to implement and enforce
international product and industrial
standards in key industries

* Support launch of marketing
campaigns in select markets (e.g.,
pharma)

* Link quality and marketing initiatives
with other industries to reinforce
messaging and share benefits, e.q.,

— Palestinian brand for agricultural
exports

— Location branding from tourism
strategy

Proprietary: Office of the Quartet Representative
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3 CASE STUDY (Marketing to MNCs): Developing marketing
initiatives for potential MNC investors could increase FDI as
experienced by the Kurdistan Regional Government

The Kurdistan Region is an
autonomous region in federal Iraq
that is bordered by Syria, Iran,
and Turkey; the history of conflict
in this region had resulted in
limited development, with little
international investment

The KRG aspired to increase
investment to provide jobs and
financial stability to the region by
promoting the region as the
“Gateway to Iraq”

Parties involved

Goal/objective of initiative

KRG
Kurdistan’s Board of Investment
Private sector PR firms and lobbyists

Specific initiatives taken

The KRG developed an investment
Board charged with increasing
investment in the region; the
board was given corporate status
and the chairman of the board is a
minister in the government

The Investment Board developed a
Web site to provide information to
and attract investors

The investment board has held a
series of trade conferences and
developed PR material in an effort
to attract leading international
retailers

Worked with international
companies for lobbying, PR, and
other support

Increase investment (both
international and domestic) in
the Kurdistan Region

Become the “Gateway to Iraq”

Results and impact

From August 2006 to 2010,
Kurdistan attracted ~240 new
investment licenses

Major companies entering the
region include:

Carrefour Corporation, the
world’s second largest
retailer, opened two stores in
Kurdistan in September 2010
Etihad Airways announced
direct flights from the UAE;
Lufthansa announced a flight
from Germany to Ebril
Turkey has begun to develop
strong economic relationships in
the region

30

Sources: www.kurdistaninvestment.org/; www.krg.org
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3 CASE STUDY (Marketing for Palestinian Brand): Sri Lanka’s
‘Garments Without Guilt’ campaign made it a winner in

Parties involved

global apparel

Goals/objectives of initiative

i< * Led by the Sri Lanka’s Joint *
Y Apparel Association Forum
(JAAF), which represents all *

SRILANKA

APPAREL
GARMENTS

WITHOUT GUILT

Sri Lanka

As the global quota system for

apparel and textiles came to an end

in 2005, Sri Lanka was positioned to

be a net loser because of the

competitive disadvantages it faced:

— Relatively small size of its
industry

— Lack of scale of its operations

— Lack of strong raw material base

— Uncompetitive labour cost

— Lack of high productivity
capabilities

businesses in Sri Lanka o

sourcing in Asia

Position Sri Lanka as a preferred destination for apparel

Build brand awareness for "Made in Sri Lanka” label
the apparel and textile * Get Garments without Guilt international recognition
Build Sri Lanka Apparel’s Web site as a bridge to connect

the world with the industry and its initiatives

Specific initiatives pursued

Rebrand to highlight corporate social

responsibility advantage

Traditional avenues to brand

building (e.g., trade shows/expos,

promotions, print materials)

Also sought to leverage non-

traditional marketing methods to

make most of limited budget and

need to build brand awareness with

various audiences in humerous

countries, e.g.:

— Viral marketing campaigns

— Social cause evangelization

— Blogging and Vlogging

— Online community building

— Country, city, and
neighbourhood specific online
campaigns

Annual exports increased from

$2.9bn-$3.2bn 2006-2007

Increase in new orders (FY 2007-

08)

— U.S.: 30% increase

— U.K.: 20% increase

— France: 20% increase

— Italy and Germany: 25%
increase

Increase in Web traffic and repeat

visitor base on new site

— 75,000 visitors to Web site over
nine months

— 200-300 average daily visitors

— 50% of visitors are repeat
visitors

Sources: Effie Awards case study; Garments without Guilt Web site

Proprietary: Office of the Quartet Representative
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Enablers
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Permits and licenses

Infrastructure

Institutional
governance

Movement of goods
and people

Enablers for the light manufacturing sector

Current situation

Office of the .
Quartet Representative
\* Tony Blair

Description

¢ Palestinian manufacturing sites not built-to-purpose,
e.g., built on top of homes or in small and inefficient
spaces due to limited and costly land

* High energy costs limit the development and
competitiveness of Palestinian industry

¢ Infrastructure (e.g., roads, warehouse / factory space)
and logistics not sufficiently developed to attract MNCs

Ensure availability of affordable and reliable energy for
Palestinian industry, especially in industrial zones
Provide infrastructure for expansion / relocation of
existing SMEs and attraction of MNCs, centred on
industrial zones

* Expiration of Palestinian Investment Promotion Law in
December 2013 (currently covers exemptions from
customs duties and income taxes, etc.)

Renewal of investment promotion law and expansion to
include additional benefits for companies located within
industrial zones (e.g., property tax exemptions,
training subsidies, customs and VAT exemptions)

* Transfer and export of Gazan goods to West Bank and
Israel currently restricted (annual truckloads declined
from ~10K in 2005 to ~250 in 2012)

* Unpredictable transit time and costs for
imports/exports at ports and points of entry/exit
(exporters estimate 5-20% increased cost)

* Restricted access to chemical inputs and machinery
critical for production in select sub-sectors; e.g.,
sulphuric acid for aluminium and batteries processing;
lathe machines for metal production

* Unpredictable processes for obtaining investor visas,
especially for Arab nationals and Palestinian Diaspora;
limited access and restrictive visa processes for trade
personnel such as pharma inspectors from the GCC

Allow shipments from Gaza (mainly textiles and
furniture) to be transferred to West Bank and exported
to Israel at least at 2005 levels

Establish clear transit time requirements, with defined
arbitration and compensation process for delays;
increase operating hours of existing commercial
crossings (e.g., until 8pm, 7 days per week); open new
commercial crossings to service industrial zones; install
container scanners to expedite inspection and crossing

Permit access to chemical inputs and key equipment for
specialized industries

Consistently apply the visa processes negotiated by
COGAT
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