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JERUSALEM CIGARETTE COMPANY LTD.
BETHANY/ JERUSALEM
Statement 4
Consolidated Statement of cash flows for the year ended 31 December 2016

2016 2015

JOD JOD

Cash flows from (used in) operating activities
Profit for the year before income tax- statement 2 (362732) 90461
Subsidiary balances 93) 1210368
Impact of reclassification of property depreciation - (80552)
Adjustments:
Non-cash items:
Depreciation 709294 717455
Excluding subsidiary accumulated depreciation balance - (286193)
Severance provision net of subsidiary balance - (144914)
Reserved for severance pay 16129 -
Changes in fair value - 1735904
Currency translation into JOD (209201) 72880
Investment property revaluation surplus 447665 -
Non-controlling interest (195558) 580777
Changes in working capital:
Accounts receivable (541577) (1959184)
Inventory 757196 1940834
Other current assets (545806) (24998)
Accounts payable (1126977) (2252757)
Other current liabilities 1063308 669455
Income tax —paid (377325) (33364)
Severance pay- paid - 14127)

Net cash flows from (used in) operations (365677) 2222045
Cash flows from (used in) investing activities
Purchases of property, plant and equipment (145535) 779972
Selling of property, plant and equipment 216951 -
Net addition to investments (369340) (439439)

Net cash flows from (used in) investing activities (297924) 340533
Cash flows from (used in) financing activities
Increase in Postdated checks and loans 1279494 (2719868)
Treasury stock (100) (9490)

Net cash flows from (used in) financing activities 1279394 (2729358)
Net increase (decrease) in cash and cash equivalents 615793 (166780)
Cash and cash equivalent, beginning of year 268274 435054
Cash and cash equivalent, end of year 884067 268274

The accompanying notes form an integral part of these financial statements and are read with it.
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JERUSALEM CIGARETTE COMPANY LTD.
BETHANY/ JERUSALEM

Statement 3
Consolidated Statement of comprehensive income for the year ended
31 December 2016

2016 2015

JOD JOD
Profit (loss) for the year- statement 2 (379384) 18671
Other comprehensive income:
Items that will be reclassified to profit or loss:
Currency translation into Jordanian Dinar (209201) 72880
Changes in fair value 1119664 1735904
Total comprehensive income for the year 531079 1827455
Attributable to:
Owners of the company 460679 1676730
Non-controlling interest 70400 150725
Total 531079 1827455

The accompanying notes form an integral part of these financial statements and are read with it.




JERUSALEM CIGARETTE COMPANY LTD.
BETHANY/ JERUSALEM

Statement 2
Consolidated Statement of profit or loss for the year ended 31 December 2016

2016 2015

JOD JOD
Sales of cigarettes 36669530 37620707
Cost of sales (35419295) (36466554)
Gross profit 1250235 1154153
Net revenues of leased property 374903 360940
Other revenues 152419 1244828
Selling and distribution expenses (204600) (146943)
General and administrative expenses (1010449) (831648)
Bank charges (390471) (461878)
Other expenses (87104) (1559423)
Write-off of unnecessary provisions - 330432
Share of profit of associates (447665) -
Profit for the year before income tax (362732) 90461
Income tax expense (16684) (71790)
Income tax — previous years 32 -
Profit for the year (379384) 18671
Attributable to:
Owners of the company (449784) (132054)
Non-controlling interacts 70400 150725
(379384) 18671
Earnings per share (0.045) 0.013)

The accompanying notes form an integral part of these financial statements and are read with it.




JERUSALEM CIGARETTE COMPANY LTD.
BETHANY/ JERUSALEM

2016 2015

JOD JOD

Liabilities and equity
Current liabilities
Due to banks 5783370 4363038
Accounts payable 3125694 4252671
Accrued expenses and other liabilities 588243 345139
Cigarette banderol - Palestine 3481579 3649738
Cigarette banderol - Israel 800966 758958
Income tax - 32530
Value added tax 2891721 1938269
Board of directors remuneration 40667 47764

Total current liabilities 16712240 15388107
Non-current liabilities
Bank loans 751092 891930
Provision for severance pay 307507 252207
Total non-current liabilities 1058599 1144137
Total liabilities 17770839 16532244
Equity
Issued capital 10000000 10000000
Treasury stock (1120651) (1120551)
Statutory reserve 2745289 2745289
Voluntary reserve 3672098 3672098
Special reserve (repayment of loans and overdraft) 1000000 1000000
Retained earnings 1353511 1842559
Changes in fair value 240215 (879449)
Currency translations into Jordanian Dinar 854644 1063845
Total equity attributable to parent 18745106 18323791
Non-controlling interest 3632986 3758144

Total equity 22378092 22081935
Total liabilities and equity 40148931 38614179

The accompanying notes form an integral part of these financial statements and are read with it.




JERUSALEM CIGARETTE COMPANY LTD.
BETHANY/ JERUSALEM

Statement 1

Consolidated Statement of Financial Position as at 31 December 2016

2016 2015

JOD JOD
Assets
Current assets
Cash and cash equivalents 884067 268274
Accounts receivable 10606707 10065130
Inventory 5197994 5955190
Prepaid expenses 605910 60104
Income tax 328143 -
Total current assets 17622821 16348698
Non- current assets
Property, plant and equipment 6668370 7449080
Investment property 12535170 11246171
Available for sale investments 998 1000
Investments in companies’ shares 3321572 3569230
Total non-current assets 22526110 22265481

Total assets 40148931 38614179
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We communicate with management regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

We also provide management with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with management, we determine those matters
that were of most significance in the audit of the financial statements of the
current year and are therefore the key audit matters. We describe these matters
in our auditor’s report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of
such communications.

Report of Regulatory Requirements:

The company maintains duly organized accounting records that comply with
applicable laws and related regulations.

C(a Hfl"‘j’/L

Abla S. Maayah, CPA Ramallah on March 29,2017
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not guarantee that an audit conducted in accordance
with International Standards on Auditing will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with International Standards on Auditing, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

e Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company’s internal control.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by management.

¢ Conclude on the appropriateness of management’s use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt
on the company’s ability to continue as a going concern. If we conclude that
a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events
or conditions may cause the Company to cease to continue as a going concern.

*  Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.
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Key audit matters that we focused on in our audit included:
. Banderol:

This item was emphasized because it represents the largest proportion of the
cost of producing cigarette packs. Purchased balances used in production and
the year-end balance were matched to the balances of the resident customs’
officers.

. Loans to subsidiaries and associates:

This item was emphasized to ensure collecting interest from the borrowing
companies according to the effective interest rate as obtained from local banks.

Interest and loans between the parent and the consolidated subsidiaries were
eliminated.

. Accounts Receivables:

Trade receivables were reviewed and analyzed in addition to management’s
collection procedures.

Provision for doubtful accounts was reviewed for any non-collection.
. Investment Property:

This item was emphasized because it forms 21.66% of the total non-current
assets of the group. We reviewed the valuation of these investments at fair
value or cost taking into consideration management’s intention of use.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is responsible for assessing the
company’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the company or to cease operations, or has no
realistic alternative but to do so.

Management is responsible for overseeing the company’s financial reporting process.
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Independent Auditors' Report

To the Shareholders of
Jerusalem Cigarette Company Ltd.

We have audited the financial statements of Jerusalem cigarette Company Ltd. (the
company), which comprise the statement of financial position as at December 31,
2016, statement of profit and loss, statement of comprehensive income, statement of
changes in equity and statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the Company as at 31 December 2016 and its
financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing.
Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with the International Ethics Standards
Board for Accountant’s, Code of Ethics for Professional Accountants together with
the ethical requirements that are relevant to our audit of the financial statements in
Palestine, and we have fulfilled our other ethical responsibilities in accordance with
these requirements. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of
most significance in our audit of the financial statements of the current year. These
matters were addressed in the context of our audit of the financial statements as
a whole, and in forming our opinion thereon ,and we do not provide a separate
opinion on these matters.




Board of Directors Recommendations:

1. The approval of the Board of Directors report and the financial statements for the year 2016.

2. Approving the financial statements prepared by the Company’s legal auditor for 2016.

May 29, 2017 “Mohammad Ali” M. Alami, Ph.D.
Bethany, Jerusalem Chairman of the Board




JERUSALEM CIGARETTE COMPANY LTD.
JERUSALEM

ANNUAL GENERAL MEETING
held at the main office

On Monday the 17th of July 2017

Agenda:
1. Presentation of the Board of Director’s report for the year ending 31 December
2016 for approval by the Annual General Meeting.
2. External Auditor’s report for the year 2016.

3. Presentation of the financial statements for the year 2016 for approval by the
Annual General Meeting.

4. Presentation of the recommendations of the Board of Directors for approval by the
Annual General Meeting.

5. Election of the External Auditor for the Year 2017.




BOARD OF DIRECTORS

Chairman “Mohammad Ali” M. Alami, Ph.D.

Deputy Chairman Jerusalem Investment Co. Ltd.
Represented by Issa M. Alami, Ph.D.

Members Ghazi Hana Hanania , Ph.D.
Ayoub Y. A. Rabah
Walid Abdel Jabbar Badarneh
Saleem Baker Hashem
Bashar Yousef Barghouti

Arab Investors Co. Ltd.
Represented by Adnan A. Abdellatif

Arab Investors Co. Ltd.
Represented by Dr. Bassam Salem Hanania

Jerusalem Investment Co. Ltd.
Represented by Mustafa M. Alami

Jerusalem Investment Co. Ltd.







Jerusalem Cigarette Company Ltd.

Annual Report 2016
And Financial Statements ending 31 December 2016

Presented to
The Annual General Meeting
On Monday the 17" of July 2017
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