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Note 11 NIS NIS
CREDITORS | CREDITORS (TRADE) 12,805,599 12,125,033
BANDEROLL 29,405,264 18,208,250
OTHER CREDITORS 680,875 5,575,711
V.A.T. 2,572,357 3,229,420
45,464,095 39,138,414

Note 12
INCOME

TAX
ACCOUNT

BALANCE B/FWD 15T JANUARY 2006 2,680,377 1,286,619
ALLOCATED THIS YEAR 4,631,572 1,393,758

7,311,949 2,680,377
LESS PAID THIS YEAR 1,183,758 -
BALANCE DUE 315" DECEMBER 2006 6,128,191 2,680,377

Note 13

ACCRUALS

SALARIES 799,992 799,992
CREDITORS 13,228,675 653,911
DIRECTORS FEES 391,770 195,210

14,420,437 1,649,113

Note 14

RESERVES
(MANDATORY)

MANDATORY RESERVES B/FWD 1ST
JANUARY 2006

9,658,170

9,658,170

BALANCE C/FWD 31ST DECEMBER 2006

9,658,170

9,658,170

Note 15

RESERVES
(VOLUNTORY)

VOLUNTARY RESERVE B/FWD 1ST

JANUARY 2006 11,304,242 11,304,242
TRANSFER TO EMPLOYEE INCOME TAX 52,417 -

11,251,825 11,304,242
ALLOCATION FOR YEAR 2,315,098 -
BALANCE C/FWD 31ST DECEMBER 2006 13,566,923 11,304,243
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NOTE 7

FIXED ASSETS AS AT Land & Fixtures & Plants & Motor
31st DECEMBER 2006 Buildings Fittings Machinery Vehicles
Cost
B/Fwd 1* January 2006 11,437,919 3,518,539 | 34,371,940 3,697,350 | 53,025,748
Additions 4,141,635 682,051 162,250 - 4,985,936
Less Sales - - - 155,349 155,349
Total 15,579,554 4,200,590 | 34,534,190 3,542,001 | 57,856,335
Depreciation
B/Fwd 1* January 2006 1,999,950 2,832,211 | 28,234,815 2,381,499 | 35,448,475
This Year 305,703 274,979 1,192,279 318,191 2,091,152
Less Sales - - - 155,349 155,349
Total 2,305,653 3,107,190 | 29,427,094 2,544,341 | 37,384,278
Net Book Value 13,273,901 1,093,400 5,107,096 997,660 | 20,472,058
Notes Description 2006 2005
Note 8 NIS NIS
DEBTORS | DEBTORS (TRADE) (4,274,717) (733,515)
POSSIBLE BAD DEBTS - 375,958
OTHER DEBTORS 8,193,258 7,888,533
3,918,541 7,530,976

Note 9
STOCKS

RAW MATERIALS 31,238,461 17,841,658
WORK IN PROGRESS 936,231 737,388
BANDEROLL 44,164,436 13,940,132
FINISHED GOODS 9,923,795 7,095,420

86,262,923 39,614,598




Notes on Accounts

Notes

Note 1
FACTORY

SALARIES

Description 2006 2005

NIS NIS
FACTORY STAFF SALARIES 5,818,822 4,861,325
FACTORY STAFF COMPENSATION 242,725 493,998
6,061,547 5,355,323

Note 2
FACTORY

EXPENSES

SPARE PARTS 1,051,992 1,792,480
FACTORY OVERHEADS 971,193 1,042,294
PROTECTIVE CLOTHING 13,814 6,971

2,036,999 2,841,745

Note 3
SALARIES

ADMINISTRATIVE STAFF SALARIES 3,478,069 3,438,444
ADMINISTRATIVE STAFF COMPENSATION 1,273,423 1,892,124
TRANSPORT STAFF SALARIES 481,708 420,125
TRANSPORT STAFF COMPENSATION 18,278 112,330

5,251,478 5,863,023

Note 4
PROMOTIONAL
COSTS

PROMOTIONAL CIGARETTES 663,644 309,852
OTHER PROMOTIONAL ITEMS 20,793 31,528
684,437 341,380

NON SALE OF INVESTMENTS - 1,227,814
TRADING | COST OF INVESTMENTS - 548,271
INCOME GAIN ON SALE OF INVESTMENTS - 679,543
DIVIDEND RECEIVED 18,862 145,164

TOTAL NO TRADING INCOME 18,862 824,707

INCOME TAX | TAXABLE PROFIT 16,545,285 9,291,719
PROVISION | INCOME TAX PAYABLE @ 15% 2,481,793 1,393,758




Jerusalem Cigarette Co. Ltd.

Profit & Loss Statement Year Ended 31% December 2006

Description Notes 2006 2005
NIS NIS
Sales Trade 309,819,759 274,380,438
Bandaroll (Excise) 234,545,490 215,131,008
Net Sales 75,274,269 59,249,430
Raw Material Costs 35,240,695 27,402,134
Gross Profit 40,033,574 31,847,296
Expenses
Factory Salaries 1 6,061,547 5,355,323
Factory Expenses 2 2,036,999 2,841,745
8,098,546 8,197,068
Trading Profit 31,935,028 23,650,228
Overheads
Salaries 3 5,251,478 5,863,023
Transport Costs & Maintenance 963,316 745,627
gost_age, Telecommunications & 636,286 581,051
tationery
Power, Water & Sewage 1,597,943 1,120,994
Bank Interest & Charges 878,745 1,022,318
Insurance 487,514 576,894
Donations 198,077 171,806
Distribution Costs 620,616 616,481
Travel Costs 277,200 304,260
Depreciation 2,091,152 2,085,988
Promotional Costs 4 684,437 341,380
Bad Debt Write Off 375,279
Warehouse Rental 49,190 105,167
Audit, Legal & Professional Fees 664,471 291,872
Miscellaneous 230,729 170,393
Advertising 22,568 110,839
Commissions - 49,388
Property Repairs 360,742 202,341
15,389,743 14,359,822
Net Trading Profit 16,545,285 9,290,406
Rental Income - 1,313
Net Profit 16,545,285 9,291,719
Non Trading Income 5 18,862 824,707
Total Profit 16,564,147 10,116,426
Profit For Disposal 16,564,147 10,116,426
Income Tax Provision 6 2,481,793 1,393,758
Income Tax Settlement (1995-98) 921,847 -
Income Tax Settlement (1999-04) 1,227,932 -
Dividend 7,000,000 -
Retained Profit - 7,000,000
Voluntary Reserves 2,495,038 -
Investment Provision 2,315,097 2,197,580
Directors Fees & Expenses 49,500 53,625
Compensation Provision 72,940 (528,537)
16,564,147 10,116,426
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Jerusalem Cigarette Co. Ltd.
Balance Sheet as at 31° December 2006

Description Notes 2006 2005
Fixed Assets NIS NIS
Land, Buildings & Equipment 7 20,472,058 17,577,273
Current Assets
Debtors 8 3,918,541 7,530,976
Stocks 9 86,262,923 39,614,598
Investments 10 52,052,511 51,469,967
Advance Payments 82,500 187,082
142,316,475 98,802,623

Total Assets 162,788,533 116,379,896
Current Liabilities
Cash & Bank Balances 25,270,036 9,748,727
Creditors 11 45,464,095 39,138,414
Income Tax Liability 12 6,128,191 2,680,377
Unpaid Dividend 2,269,966 3,319,547
Employees and Compensation 2,039,964 1,910,555
Accruals 13 14,420,437 1,649.113
Total Liabilities 95,592,689 58,446,733
Net Assets 67,195,844 57,933,163
Capital & Reserves
Share Capital 29,970,751 29,970,751
Dividend 14,000,000 -
Retained Profit - 7,000,000
Reserves - Mandatory 14 9,658,170 9,658,170
Reserves - Voluntary 15 13,566,923 11,304,242
Total Capital & Reserves 67,195,844 57,933,163
Total Liabilities &

Capital/Reserves 162,788,533 116,379,896




legitimate importers and producers of cigarettes in Palestine.

Third, JCC has embarked on a strategy of diversification away from tobacco
products into the importation and marketing of non-tobacco products. In this
strategy, JCC will benefit from its experience and capabilities in the field of direct
sales of cigarettes which it has built up over the past seven years. The synergy in
terms of economies of scale, shared expertise, shared personnel, familiarity with
markets and market participants will be of considerable benefit to both divisions
of JCC, tobacco and non-tobacco. In pursuit of this, as well as being a part of its
long-term strategy of investment in real estate, JCC has purchased land adjacent
to its current site (¢ 1,100 square meters) at a cost of NIS 2.32 million. This land
has enabled JCC, for the first time, to have a direct frontage on the main street of
Azariyeh. In addition, JCC is now constructing storage and distribution facilities

on its site in order to facilitate this diversification strategy.

JCC Board of Directors is recommending the payment of Dividends of NIS 1.00
per share, making up a total of NIS 7 million. The balance of post-tax profits
will be allocated to voluntary reserves and various provisions as shown in the

accompanying accounts.
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Authority, and the fear that this strike might recur at any time, JCC had to buy
from the Palestinian Customs & Excise Department (against post dated cheques)
additional quantities of banderole stamps that were over and above its immediate
needs. The decision to build up these “reserves” of raw material and banderole
stamps have naturally placed a considerable strain on JCC’s finances. This explains
the delay in the actual date of payment to JCC’s shareholders of the dividends

authorized by the previous AGM covering the year 2005.

Nevertheless, the year 2006 has not been all gloom and doom for JCC. We are
pleased to report a number of positive developments. First, JCC has managed
not only to maintain its sales, but to increase them over the previous by 12% in
value terms. At the same time JCC kept its administrative and production costs at
or near the level of previous years, resulting in a significant rise in net profit from
approximately NIS 9.3 million in 2005 to approximately NIS 16.5 million in 2006.
The rise in sales has obviously resulted in increased payments to the Palestinian
Authority, reaching the level of approximately NIS 235 million in excise duty on
goods actually sold to retailers and wholesalers (and considerably more in duty on

cigarettes produced but not yet sold by the end of 2006).

Second, the close co-ordination between the Palestinian Department of Customs
& Excise (part of the Ministry of Finance) and JCC to combat the pervasive
smuggling of cigarettes has succeeded in drastically limiting this smuggling, but
not, unfortunately, eliminating it altogether. This appreciable, but incomplete,

success has certainly been to the benefit of the Palestinian Authority and the

4]




SUMMARY OF ANNUAL REPORT
2006

Dear Shareholders,

As you are all aware, the general circumstances of the country have gone
from bad to worse. The security situation, financial siege, the inordinately long
period of strikes of public sector employees, as well as the general atmosphere
of war, strife and uncertainty could not but impact negatively on the overall
business environment. The purchasing power of Palestinian consumers was
severely eroded from a base that was depleted in the first place due to the
cumulative effect of years of siege and repression. Simple business operations
that are taken for granted in other countries have become very difficult. Physical
movement of goods and personnel from one place to another has become a
severe constraint as has the ability to import raw materials through Israeli ports

(the only access to the outside world for goods and raw materials).

This has forced Jerusalem Cigarette Company Ltd to adopt certain measures that
it would not have done otherwise. First among these is to increase its holdings
of raw materials, especially raw tobacco. The value of the latter has increased
from 18 million Shekels at the end of 2005 to 31 million at the end of 2006.

Secondly, because of the extended strike of the employees of the Palestinian
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