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that the group’s exposure to risks arising from trade receivables is reduced through
cash or check payments. The group also periodically reviews tenant receivables and
takes legal measures against the defaulters in a way that guarantees the right of the
group.

The group periodically follows up on related party loans payments.

(i1) Interest rate risk: The group is exposed to interest rate risks since it obtained banking
facilities in the form of overdraft from local banks at an interest rate that varies between
5%-9% per annum, it also borrowed funds from local banks at interest rate of 5% - prime
plus 8.4% per annum, and this results in committing to payment of high interest rates.

(iii) Liquidity risk: Liquidity risk constitutes the group’s inability to maintain adequate
funding to settle its obligations on due dates. To mitigate these risks, the group tends
to diversify its funding sources, match the maturity profile of its assets and liabilities,
and maintain adequate balances of cash and cash equivalents.

(iv) Equity securities price risk: Equity price risk arises from changes in fair value of financial
assets and investments in equity securities. To mitigate these risks, the group deliberately
diversifies its investments in several geographical regions and economic sectors.

The effect on comprehensive income and, consequently, equity when there is a possibility
of a change in the quoted share prices, assuming all other factors remain unchanged is

as follows:
2020 2019
Changes. in Impact on equity Changes. in Impact on
price price equity
% JOD % JOD
Listed
. +/-10% 60,398 +/-10% 59,201
investments

(v) Exchange rate risk: The company is exposed to exchange rate risks due to having
the parent’s purchases of tobacco and raw materials in foreign currencies: US dollars,
euros and sterling pounds, while its sales are in ILS.

(vi) Risk of raising the price of tariffs and banderol on cigarettes: The parent is exposed
to the risk of raising the price of excise on manufactured cigarettes by the Customs and
Excise Department, which affects its sales in absolute terms.

39- The Board of Directors approved the attached consolidated financial statements for
the year ended December 31, 2020 on it’s meeting held on April 19, 2021, and which shall
be presented to the General Assembly at its annual ordinary meeting for approval on these
consolidated financial statements.




36- Operating Segments:

The group is in the business of producing and marketing cigarettes, starting a palm plantation,
managing unconsolidated subsidiaries and associates, investing in companies’ share capital
and managing leased and non-leased property, the results of which were as follows:

Palm Management Uizl
Production 7 g inequity & Total 2020  Total 2019
plantation fees
property
JOD N[0))) JOD
Revenues 56,928,845 - - - 56,928,845 53,561,534
Cost of sales (54,638.830) - - (54,638,830) (51,448,501)

Rent revenues - - - 449577 449,577 396,341
Other revenues - 193,021 161,383 354,404 327,088
Investment revenues - 2,309,000 2,309,000 73,267

Administrative expenses  (1,147,690) (245 ,346) - (201,615) (1,594,651) (1,512,802)

Selling expenses (477,037) - - - (477,037) (443,771)
flj‘;‘rl;gtem‘ g (669209)  (801) . (548) (670558) (435,050)
Other expenses (74,511) (130499) (183829) (89.684) (478,523) (357.273)
sggf‘ (loss) for the (18432) (376,646) 9,192 2,628,113 2,182227 160,833

37- Scope of assets and liabilities:

The group’s scope of assets and liabilities are concentrated mainly in Palestine, including
Jerusalem. The group has investments in Israel and Canada.

38- Financial instruments:
a. Capital management:

The group manages its capital to ensure that it will be able to continue as a going concern while
maximizing the return to its shareholders. The group’s overall strategy remains unchanged
from the previous year.

The capital structure of the group consists of equity, which comprises issued capital, reserves,
and retained earnings (losses), in addition to loans after the offset of cash and cash equivalent.

e The Group is not subject to any externally imposed capital requirements.

b. Risk management:

Risk management is based on information that may hinder the group’s ability to reach its
objectives due to its presence in an unstable political environment which has a direct impact
on its activities. These risks are summarized below:

(1) Credit risk: Financial assets that expose the group to credit risk are accounts
receivable whether trade receivables or due from related parties. Management believes



33- Earnings per share for the year:

2020 2019
JOD JOD
Profit attributable to owners of the parent 2,013,500 184,273
Number of share 10,000,000 10,000,000
Basic earnings per share for the year 0.201 0.018

34- Related parties transactions:

The group considers any unconsolidated subsidiary or associate, board members and main
employees of the group as related parties.

Transactions and balances with related parties were as follows:

2020 2019
JOD JOD
Balances included within receivables/ payables:

Balances included in accounts receivables 8,449,628 8,047,161
Loans granted to unconsolidated subsidiaries

. 5,315,401 4,387,361
without guarantees
Balances included in accounts payable 611,850 826,080
Inves?ments in unconsolidated subsidiaries and 2572583 2.609.007
associates
Board of directors and main employees:
Employee loan without sufficient guarantee 316,279 271,713
Board of directors expenses (*) 75,627 66,887
Salaries and benefits of senior management 706.965 675328

including severance pay

(*) Each board of directors’ member receives ten thousand US dollars as allowance for transportations and other
expenses based on the number of sessions attended by each.

35- Notes to the cash flow statement:
Non-cash transactions:

During the year, the group lost control of a subsidiary, which was disposed of due to sale. Gain
on the disposal was determined after income tax on capital gain in exchange for postponed
financial assets in the amount of 1,423,685 JOD.




31- Production cost:

2020 2019

JOD A[0)))
Raw materials- beginning of year 2,454,269 2,270,007
Tobacco- beginning of year 2,181,580 1,841,404
Purchases of raw materials 2,640,029 1,569,547
Purchases of tobacco 1,129,476 1,022,548
Raw materials- end of year (2,661,489) (2,454 .269)
Tobacco- end of year (2,253471) (2,181,580)
Cost of raw materials and tobacco used in production 3,490,394 2,067,657
Bendarol- beginning of year 7,653 16,335
Purchases of bendarol 41,684,332 40,324,276
Bendarol-end of year (12,903) (7,653)
Cost of bendarol used in production 41,679,082 40,332,958
Cost of raw materials, tobacco and bandarol used in 45,169,476 42,400,615
production
Work in process- beginning of year 475,979 496,668
Work in process- end of year (409,712) 475,979)
Cost of materials used in production 45,235,743 42 421,304
Salaries, wages and benefits 1,003,091 881,795
Other operating expenses- note (32) 1,544,878 1,395,248
Total production cost 47,783,712 44,698,347

32- Other operating expenses:

2020 2019

JOD A[0)))
Spare parts, maintenance and repairs 197,745 5,250
Postage and telephone 7,087 6,137
Electricity and water 71,691 59,658
Fuel for generator 82,084 36,717
Maintenance and repairs 44,566 29,805
Bank interest and charges 218,521 492,147
Insurance 149217 121,725
Financial consultancy 114,202 26,561
Waste water expenses 9,663 10,505
Transportation 19,297 21,015
Cleaning 4,507 2,782
Workers medication 6,316 1,039
Workers clothing 2,892 273
Training expenses - 270
Hospitality 9,485 17,745
Miscellaneous - 10
Depreciation- note (12) 607,605 563,609

1,544,878 1,395,248




29- General and administrative expenses:

2020 2019

JOD A[0)))

Salaries and other benefits 903,022 858,733
Financial consultancy 57,101 172,649
Professional fees 21,347 24,139
Legal fees and consultations 25,465 15,121
Fees and licenses 44,009 67,804
Palestine stock exchange expenses 12919 9,244
Printing and stationery 14,781 16,380
Postage and telephone 26,032 25,688
Electricity and water 17,586 10,123
Donations 191,045 88,295
Rent 89,938 40,141
Market and appraisal expenses 14,839 5,816
Board of directors expenses 75,627 60,265
Computer maintenance and expenses 26,241 7.835
Maintenance and repairs 5,832 4,520
Travel and transportation 5,374 6,525
Vehicle expenses 25,892 31,300
Advertisement 7,031 590
Hospitality 6,323 11,830
Miscellaneous 1,634 5,344
Depreciation for the year- note (12) 22,613 19,108
1,594,651 1,481,450

30- Cost of sales:

2020 2019
JOD A[0)))
Finished goods- beginning of year 404,081 4,356,839
Purchases of finished goods 6,824,764 2,797,396
Production cost- note (31) 47,783,712 44,698,347
Finished goods- end of year (373,727) (404,081)

54,638,830 51,448,501




26- Property expenses:

2020 2019
110))) A[0)))
Depreciation on leased medical equipment- note(12) - 25,382
Insurance 3,100 3,100
Property tax 21,126 21,510
Municipal fees and licenses 1,440 7,187
Other 1,670 3,578
27,336 61,357

27- Other expenses:
2020 2019
1[0))) A[0)))
Associates expenses 183,829 181,858
Other services expenses 89,684 103,772
Loss on disposal of damaged equipment 1,189 -
Agricultural expenses 10,652 31,352
Currency differential 193,169 71,643
478,523 388,625

28- Selling and distribution expenses:

2020 2019

JOD JOD
Salaries and wages 225,880 203,312
End of service payments 1,764 5,292
Rent 22,968 20,223
Vehicle expenses 156 446 151,940
Vehicle lease expense 35,700 27,672
Postage and telephone 16,835 14,293
Depreciation for the year- note (12) 17 444 21,039

477,037 443,771




22- Contingent liabilities:

The parent tax years 2007- 2008 are still pending before the income tax Court of Appeal ,
According to the company’s legal advisor, no provision needs to be taken.

Due to the state of emergency that prevailed during the year 2020 due to the Covid 19
pandemic, no court sessions were held other than the adjournment sessions, given that the
case was submitted to the decision.

23- Property rental income:

2020 2019
JOD JOD
Rent 55,180 49,285
Clinics lease 410,770 394,310
Property expenses- note (26) (27,336) (61,357)
Net property rental income 438,614 382,238
Car parking income 10,963 14,103
449,577 396,341

24- Other revenues:
2020 2019
JOD JOD
Management fee from unconsolidated associates 193,021 190,951
Service fees collected from tenants 92,792 105,436
Knowledge tax collected from tenants - 14,187
Dividends 5,727 5,676
Gain on sale of vehicles - 6,265
Interest on loans receivable 62,864 -
Unpaid severance pay - 4,573
354,404 327,088

25- Gain on disposal of financial assets and property:

2020 2019
JOD 1[0)))
Gain on sale of the Nuwe’meh land/Jericho (a) 290,401 -
Galp on d}sposal of financial assets net of tax on 1169031 _
capital gain (b)
1,459,432 -
(a) See note (9) (a).

(b) The item represents gain on disposing of the group’s share in Azhar company for real estate Development net of
income tax on capital gain (see note no. (11)).




18- Bank loans:

During the year, the group obtained the following loans:

a. Five hundred thousand US dollar loan from the Arab bank payable on 12 consecutive
monthly installments at interest rate of LIBOR + 4% annually and a minimum rate of 5%.
The loan is secured with a first degree mortgage of the parent company land.

&

One million three hundred thousand US dollar loan from Al-Safa Bank payable on 36
monthly installments according to the Islamic Murabaha system.

The group previously had the following loans:

a. Four million ILS loan payable on 12 monthly installments with a grace period of six
months and at an interest rate of prime +8.40% annually.

&

One million US dollar loan payable on 12 monthly installments with a grace period of
three months and at an interest rate of 5% annually.

The non-current portion of the loans as at December 31, 2020 and 2019 was 1,150,786
JOD and 1,191,098 JOD respectively.

19- Share capital:

The parent authorized, subscribed and paid-up share capital is ten million JOD, divided into
ten million shares, at par value of one Jordanian dinar per share.

20- Statutory reserve:

2020 2019
JOD JOD
Balance- beginning of year 2,824,743 2,308,660
Transferred from this year’s profit 218,223 16,083
Balance- end of year 3,042,966 2,824,743
21- Cumulative losses:
2020 2019
JOD A[0)))
Balance- beginning of year (2,125,279) (2,277,402)
Owners of the parent:
Profit for the year- statement 2 2,013,500 184,273
Difference in severance provision inclusive of (42.815) (16,067)
currency deferential
Transferred to statutory reserve (218,223) (16,083)

(372,817) (2,125,279)




16- Provision for severance pay:

2020 2019
JOD JOD
Parent company:
Balance- beginning of year 350,318 334,251
Adjustments based on last salary inclusive of currenc
difgerenﬁ 2 () ary y 42815 16,067
Balance- end of year 393,133 350,318
Subsidiaries:
Balance- beginning of year 60,607 61,575
Provision for the year 17,575 28,859
Paid during the year (9,901) (25,254)
Beginning balance translation difference 2,784 -
Unpaid provision - (4,573)
Balance- end of year 71,065 60,607
464,198 410,925

(*) The Parent’s policy in dealing with the provision for end-of-service is to allocate from or (to) retained earnings after
income tax.

17- Income tax:

2020 2019

JOD JOD
Balance- beginning of year, paid in advance 479,034 451,195
Provision for the year (a) (83,432) (16,715)
Transferred to value added tax department - (25,347)
Paid during the year inclusive of ILS differential 123,287 69,901
Balance- end of year/ paid in advance 518,889 479,034

The following is the reconciliation of the consolidated accounting profit in accordance with
the Income Tax Law:

2020 2019

JOD JOD
Accounting profit 2,182,227 160,833
Share of profit of associates (849,568) (73,267)
Gain on disposing financial assets (1,169,031) -
Unacceptable expenses 13,063 (968)
Dividends net of exempt revenues expense (4,581) (4,541)
Profit for income tax purposes 172,110 82,057
Income tax after deducting property tax (b) 83,432 16,715

(a) Parent income tax provision is calculated on the basis of 50% of the income tax rate on its operating profit due to the
incentive that it has (as was referred to in note (3)(t); non-operating profit is calculated on the legal rate of 15% taking into
consideration the related revenue expenses whether charged at 7.5% or 15%.

Income tax for subsidiaries operating in Palestine is calculated at the legal rate of 15%.

(b) The parent tax file for the years 2012- 2019 is still under settlement with the income tax department, whereas one of the
subsidiaries settled its file till 2018 and the other till 2019.




13- Due to banks:

2020 2019

JOD JOD

Arab Bank 875,523 794,246
Cairo Amman bank 3,276,370 3,282,120
Al-Quds Bank 826,561 1,081,794
Hapoalim bank 324,519 223,718
Bank of Palestine 3 6
5,302,976 5,381,884

Current portion of loans (*) 1,985,673 2,834,079
7,288,649 8,215,963

(*) Please see note (18).
14- Accounts payable:

2020 2019

1[0))) JOD

Customers and suppliers 1,549,018 3,869,185
Employees and employee committees 118,565 78.238
Shareholders 847,218 805,780
Loans to associates 346,585 578,356
Unearned revenues 10,989 10,989
Post Dated checks 151,165 842,205
3,023,540 6,184,753

15- Accruals and other credit balances:

2020 2019

JOD A[0)))
Salaries and benefits 11,607 4,200
Professional and legal fees 45,538 44.460
Loans installments and interest 90,261 -
Electricity, fuel, and transportation expenses 7,279 5,266
Rent received in advance - 21,784
Other 20,840 47,011
Income tax on capital gain/ Jerusalem 185,564 -
Income tax/ discount at source 27,706 4,220
Payroll tax 5,351 13,857

394,146 140,798
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(b) West well land has been reclassified from investment property to property, plant and equipment based on
management’s intention of use.

(c) Beit Hanina property and project expenses have been disposed of due to its sale, and the disposal profit has been
clarified in note no. (25).

10- Financial assets at fair value through other comprehensive income:

2020 2019

1[0))) JOD
Unconsolidated Subsidiaries and associates:
United for International Trade 980,000 980,000
Jandool for Trade and Distribution 133,824 133,824
QCTC/ Canada 1,443,759 1,441,242
Accent for Marketing and Consulting 15,000 15,000
Axis for Communication and Information Technology 38,941 38,941
Sub-total 2,611,524 2,609,007
Other Companies
Al- Mashraq Insurance 516,197 503,504
Palestine Development and Investment 1,540 2,171
Palestine for Real Estate Investments 4,180 4,180
Jerusalem for Real Estate Investments 14,847 14,847
Bank of Palestine 511 608
Jerusalem Holding Company/ Jerusalem 440,937 410,214
Palestine Stock Exchange 66,703 66,703
Capital Tobacco Company 1,247,106 288,521
Sub-Total 2,292,021 1,290,748
Total 4,903,545 3.899.755

The following is a summary of the change in the investment revaluation to fair value reserve:

2020 2019
1[0))] A[0)))
Beginning of year balance 520,033 441,696
Unrealized gain (loss) 14 473 78,337
End of year balance 534,506 520,033

11- Financial notes:

During the year, the company sold all its shares in the subsidiary company - Azhar for Real
Estate Development Company, and therefore lost control of it. The sale was carried out in
exchange for financial notes worth 1,423,685 Jordanian dinars to be paid in future periods.
And as an additional guarantee, the company received insurance checks from the buyer.




The account receivable amount, which are not impaired is as follows:

2020 2019

JOD A[0)))

From 1- 90 days 3,231,227 1,372,288
From 91- 180 days - 126,356
From 181- 365 days 1,513,962 3,304,458
4,745,189 4,803,102

7- Inventory:

2020 2019

JOD JOD

Raw materials 2,661,489 2454269
Tobacco 2,253471 2,181,580
Bandarol 12,903 7,653
Work in process 409,712 475979
Finished goods 373,727 404,081
Spare parts 209,726 265,907
5,921,028 5,789,469

8- Other debit balances:

2020 2019
JOD A[0)))
Insurance 116,290 107,882
Promotional campaign - 693,330
Islamic bank interest obligations 71,953 -
Rent 9,211 -
Water 1,691 -
Bank charges - 3,532
199,145 804,744

9- Investment property:
2020 2019
JOD JOD
Auja land/ Jericho 1,713,655 2,472,996
Nuwe’meh land/ Jericho (a) 428,922 888,030
West Well land/ Jericho (b) - 1,030,938
Al-Quds Center and Shatara building 5,305,745 5,305,745
1;3 lr)ri)eocl;1 ;/rallilél; Zf] B}l};iglerlll%s elevators, electrical 2381749 2381749
Addition to elevators 6,643 6,643
Beit Hanina property and project expense (c) - 3,777,761
9,836,714 15,863,862

(a) During the year, the company sold one of Nuwe’meh land/ Jericho after it was assessed by three licensed
appraisers, and the profit from the sale was recorded in note no. (25).




* Significant increase in credit risk:

The Group constantly monitors the risks of significant increase in credit arising from
operations or lending non-consolidated subsidiaries and associates, and since IFRS (9) does
not define what constitutes a significant increase in credit risk, therefore the Group considers
that the procedures followed are appropriate.

* Income tax expense is charged in accordance with the applicable laws and regulations.

* Management uses licensed and independent appraisers to determine the fair value of
investment property. The valuation is carried out based on prevailing local market conditions
for similar property prices.

5- Cash and cash equivalent:

2020 2019
JOD A[0)))
Cash on hand 297,143 297,429
Checks on hand 27,669 394,745
Deposits at banks in ILS 148,834 82,581
Deposits at banks in JOD 10,776 7,228
Deposits at banks in USD 47,776 47,107
Deposits at banks in other currencies 619 58
532,817 829,148
6- Accounts receivable:
2020 2019
A[0))) JOD
Customers and suppliers (1) 9,794,783 9,503,334
Rent receivable 47,777 42.470
Provision for expected credit losses (5,097,372) (4,742,702)
Net customers and suppliers 4,745,188 4,803,102
Employees and employee committees 330,131 288,357
Loans to unconsolidated subsidiaries and associates 5,989,871 4,387,361
Advanced payments on account 15,775 -
Refundable deposits 2,152 2,152
11,083,117 9,480,972
(1) This item includes payments on account of raw material purchases.
Change in the provision for expected credit losses was as follows:
2020 2019
JOD A[0)))
Beginning of year balance 4,742,702 4,357,800
Currency translation to Jordanian Dinar 354,670 384,902
End of year balance 5,097,372 4,742,702

The Group calculates a provision for trade receivables for which there has been no movement for more than 365 days.




liabilities, as appropriate, on initial recognition. Transaction costs that are directly attributable
to the acquisition of financial assets and financial liabilities at fair value through profit or loss
are recognized immediately through profit and loss for the year.

v) Fair value:

For the purposes of preparing the financial statements, fair value measurements are categorized
into Level 1, 2 or 3 based on the degree of clarity of the inputs in relation to fair value
measurements and the importance of these inputs to fair value as follows:

. The first level inputs are quoted prices (unadjusted) in active markets for identical
assets and liabilities that the entity can obtain at measurement date.

. The second level inputs are those inputs not covered in the first level that can be
observed directly or indirectly.

. The third level inputs are the unobserved inputs for the asset or liability.

w) Cash and cash equivalents:

For the purposes of the statement of cash flows, cash and cash equivalents include cash and
checks on hand and in banks and deposits that have maturity dates of three months or less.

4- Use of estimates and key sources of uncertain estimates:

The preparation of financial statements and application of accounting policies in accordance
with International Financial Reporting Standards requires management to use estimates and
assumptions that affect the amounts of income, expenses, provisions, assets, liabilities and
contingent liabilities. These estimates and assumptions are based on historical experience and
other factors that are considered relevant. Because these estimates and assumptions are used,
actual results may differ from estimates.

Estimates and assumptions are reviewed periodically. Revisions to accounting estimates are
recognized in the period in which the revision is made if it affects only that period. If the
revision affects future periods, the revision is made in the current and future periods.

Management believes that the estimates and assumptions used are appropriate and are in
compliance with applicable laws and regulations. Examples include:

* Provision for severance pay is calculated in accordance with the applicable Palestinian
Labor Law.

* Management periodically reviews the useful lives of property, plant and equipment for the
purpose of calculating annual depreciation expenses based on the general condition of the
asset and estimated future life expectancy. Impairment loss is recognized in the consolidated
statement of profit or loss for the year.

* Business model assessment:

Classification and measurement of financial assets depends on the results of the experimental
performance test and the business model test, which is determined on the basis of how groups
of financial assets are managed together to achieve a particular business objective.




transaction. At each reporting date, monetary assets and liabilities denominated in other
currencies are translated into ILS at the rates of exchange prevailing at the reporting date. The
resulting currency differences are recorded in the consolidated profit or loss for the year.

For the purpose of presenting the financial statements in Jordanian Dinars (JOD), which is
the currency of the Parent Company’s share capital and three of its consolidated subsidiaries,
the financial statements have been translated from ILS and other foreign currencies into
JOD using the exchange rate prevailing at the reporting date. Translation differences of the
financial position and results of operations of the consolidated subsidiaries are recorded in the
consolidated statement of comprehensive income and accumulated in the consolidated equity.

r) Earnings per share:

The basic and diluted earnings per share of profit is calculated by dividing the profit for
the year attributable to owners of the company by the weighted average number of shares
outstanding during the year.

s) Provisions:

Provisions are recognized when, at the date of financial statements, the group has a present
obligation (legal or constructive) as a result of past events, it is probable that the group will
be required to settle the obligation, and a reliable estimate can be made of the amount of
the obligation.

t) Income tax:

Income tax provision is calculated according to the legal rate as specified in the Income Tax Law
no. (8) for the year 2011 and its amendments taking into account the incentives granted to the
Parent under the Investment Promotion Act. Current tax due is based on taxable profit for the
year. Taxable profit differs from accounting profit as reported in the consolidated profit and loss
because of items of income or expense that are taxable or deductible in later years and items that
are never taxable or deductible. Subsidiaries operating in East Jerusalem are subject to income
tax according to Israeli laws.

The Parent obtained a certificate of investment confirmation from the General Authority for
Investment Promotion since April 22, 2010, wherein the company was awarded the incentive
to pay income tax at a nominal rate of 50% of the tax rate due for a period of twelve years
commencing on 1/1/2010 and ending on 31/12/2021.

u) Financial instruments:

Financial assets and financial liabilities are recognized on the statement of financial position
when the Group becomes a party to the contractual agreement.

Transaction costs that are directly attributable to the acquisition or issue of financial assets
and financial liabilities (other than financial assets and financial liabilities at fair value through
profit or loss), are added to or deducted from the fair value of the financial assets and financial



. The company retains neither continuing managerial involvement to the degree
usually associated with ownership nor effective control over the goods sold.

. The amount of revenue can be measured reliably.

. It is probable that the economic benefits associated with the transaction will flow to
the company.

. The costs incurred or to be incurred in respect of the transaction can be measured
reliably.

The company markets its products directly in Palestine with the exception of East Jerusalem,
Israel and Gaza, whereas it relies on QCP Company to distribute its products in East Jerusalem and
Israel. As for Gaza market, the company has not sold or marketed its products there since 2007.

2- Rental revenues:

Rental income is recognized on a straight-line basis over the term of the lease. Property and
lease expenses are recognized on an accrual basis.

3- Dividends:

Dividend income from investments is recognized when the shareholder’s right to receive
payment has been established.

4- Other revenues:

It represents revenue earned from managing non-consolidated subsidiaries and associates. In
addition to the fees for the other services collected from tenants.

n) Expense recognition:

Expenses are recognized when incurred based on the accrual basis.

0) Borrowing cost:

Borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are capitalized. All other borrowing costs are recognized
as expenses when incurred.

p) Unearned revenues:

Unearned revenues are amounts received on account of subsequent years’ leases.

q) Foreign currencies:

The Parent Company and one of its subsidiaries maintain their books of account in Israeli
shekels (ILS), which is the functional currency of the Company. Hence, all transactions in
other currencies are translated into ILS at the exchange rate prevailing at the date of each




J) Inventories:

Inventories are valued at the lower of cost or net realizable value. Cost is determined on a
first-in, first-out basis. Cost includes price plus freight for raw materials, packaging, spare
parts and maintenance supplies. Finished goods include in addition all the necessary expenses
for preparing the goods for sale.

Net realizable value represents the estimated selling price less all estimated costs of completion
and all costs necessary to make the sale.

k) Provision for severance pay:

Provision for severance pay is made in accordance with the Palestinian Labor Law number (7)
for the year 2000, which states that the calculation is based on one month salary for each year
of employment based on the last salary paid.

i) Reserves:
1- Statutory reserve:

As required by the applicable companies’ law, an appropriation of 10% of the net profit for
the year before income tax is to be made in favor of the statutory reserve. Such a procedure is
to be discontinued once the reserve is equal to 25% of the company’s paid-up share capital.
This percentage can be increased by a board of directors’ resolution until it reaches the share
capital after which no further transfers should be made.

This reserve is not available for distribution to the shareholders.

Management decided to re-deduct the statutory reserve at its 26 March 2009 meeting and
reflected the deduction in the financial statements for the year ended December 31, 2008 after
it had ceased to deduct the percentage for years when the accumulated balance reached 25%
of the share capital.

2- Voluntary reserve:

The applicable Companies Law permits the Board of Directors to recommend to the General
Assembly to deduct annually a portion of the net profit for the voluntary reserve account,
provided that the annual deduction does not exceed twenty percent of net profit for the year.
All cumulative deductible amounts shall not exceed half the share capital amount.

m) Revenue recognition:

Revenue is recognized at the fair value of the consideration received or receivable. Revenue
is reduced for estimated returns, rebates and other allowances.

1- Sales:

Revenue from the sale of goods is recognized when goods are delivered and titles have passed
to the buyer at which time all the following conditions are satisfied:

e The company has transferred to the buyer the significant risks and rewards of
ownership of goods.



i) Financial assets at fair value through other comprehensive income:

Financial assets at fair value through other comprehensive income are financial assets that the
company does not intend to classify as held for trading.

Financial assets at fair value through other comprehensive income are measured at fair
value plus transaction costs. Subsequently, they are measured at fair value as at the financial
statements’ date with gains and losses arising from changes in fair value recognised in
other comprehensive income and accumulated in the investments revaluation reserve. The
cumulative gain or loss is not reclassified to profit or loss on disposal of the financial asset,
instead, it is transferred to retained earnings.

Investments in shares of companies are stated at fair value, according to the closing price
at the reporting date on Palestine Stock Exchange. Unlisted companies are stated at cost or,
according to the latest available audited financial statements. These investments include:

1- Investments in shares of unconsolidated subsidiaries and associates:

As noted in note 3 (f), control is achieved in subsidiaries when the company has power over
the investee, and has rights to variable returns arising from such participation, as well as the
ability to use power to influence its returns.

Associates are companies in which the company has the ability to exercise effective influence
over its financial and operating policies but not control these policies.

The investments of the Company and its unconsolidated subsidiaries and associates are stated
at fair value or according to the latest audited financial statements:

Subsidiaries Number of shares Par % paid Ownership
2020 2019  Value %

Subsidiaries:

Jandool for trading & distribution 18,875 18,875 10 USD 100% 75.5%

QCTC Company/ Canada 3,550,000 3,550,000 1CAD 100% 100%

Associated companies:

Accent for Marketing and Investm 20,000 20,000 1JOD 75% 20%

Axis for Communication 88,000 88,000 1JOD 100% 40%

United for International trade 980,000 980,000 1JOD 100% 49%

2- Investments in other companies:

Number of shares
Company Name
2020 2019
Palestine Investment & Development 2,784 2,784 1USD 100%
Al-Mashreq Insurance 74,789 74,789 1USD 100%
Jerusalem Real Estate Investment 11,000 11,000 1JOD 100%
Palestine Real Estate Investment 437 421 1 USD 100%
Bank of Palestine 429 421 1 USD 100%
Jerusalem Holding 500 500 4,000 ILS 100%
Palestine Stock Exchange 19,200 19,200 1JOD 100%
. 50%
Capital Tobacco 780,000 780,000 1JOD 25%)/

During 2019, the company received 8 shares as capitalized dividends from Bank of Palestine.




g) Property, plant, and equipment:

Property, plant, and equipment are stated at cost less accumulated depreciation and any
accumulated impairment losses. Depreciation is calculated (except for land which is not
depreciated) on a straight line basis over the estimated useful lives of the asset as follows:

Buildings 2-4%
Furniture and fixtures 7-25%
Plant and machinery 5-20%
Vehicles 10%

- The estimated useful lives, residual values and depreciation method are reviewed at the end of
each reporting period, with the effect of any changes in estimate accounted for on a prospective
basis.

- When the disposal amount of any of these assets is less than its net book value, then its
carrying amount is reduced to the disposal amount and the impairment value is recorded in
profit or loss for the year.

- An item of property, plant and equipment is derecognized upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset. The gain or loss
arising on the disposal or retirement of an asset is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognized in profit or loss.

h) Investment property:

The company’s investment property represents property acquired for the purpose of capital
appreciation and/or earning rental income. It does not include real estate that is used in
production or the supply of goods or services or administrative goals or sale in the normal
context of work.

J Investment property is measured initially at costincluding transaction cost. Subsequent
to initial recognition, investment property is measured at fair value. Since the Group
maintains these properties for rental and capital appreciation purposes, therefore, it
measures these investments at fair value, and accordingly, gains and losses resulting
from the change in fair value are included in the profit and loss statement in the
period in which they arise.

e An investment property is derecognized upon disposal or when the investment
property is permanently withdrawn from use and no future economic benefit is
expected from the disposal.

. Any gain or loss arising on derecognition of the property, (calculated as the difference
between the net disposal proceeds and the carrying amount of the asset) is included in
profit or loss in the period in which the property is derecognized.

The group classifies its investment property according to the following:

. Land held for the purpose of capital appreciation. These investments include plots of
land in the Jericho area. These investments are stated at cost, which approximates its
fair value.

. Property held for lease purposes and these include investments in real estate, land and
buildings. These investments are stated at fair value



Consolidation of a subsidiary begins when the company obtains control over the subsidiary and
ceases when the company loses control of the subsidiary. Specifically, income and expenses of
a subsidiary acquired or disposed of during the year are included in the consolidated statement
of profit or loss and other comprehensive income from the date the company gains control
until the date when the company ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income are attributed to the
owners of the company and to the non-controlling interests. Total comprehensive income of
subsidiaries is attributed to the owners of the company and to the non-controlling interests
even if this results in the non-controlling interests having a deficit balance.

When the company loses control of a subsidiary, the gain or loss on disposal recognized in
profit or loss is calculated as the difference between (i) the aggregate of the fair value of
the consideration received and the fair value of any retained interest and (ii) the previous
carrying amount of the assets (including goodwill), less liabilities of the subsidiary and any
non-controlling interests. All amounts previously recognized in other comprehensive income
in relation to the subsidiary are accounted for as if the company has directly disposed of the
related assets or liabilities of the subsidiary (i.e. reclassified to profit or loss or transferred
to another category of equity as required/ permitted by applicable IFRS Standards). The fair
value of any investment retained in the former subsidiary at the date when control is lost is
regarded as the fair value on initial recognition.

. the company’s ownership percentage in the capital of its subsidiaries are as follows:

C Ownership % Issued and Share capital
ompany . .

paid capital currency

2020 2019

Arab Investors Company 77.03%  77.03% 9,452,328 JOD
JCC company/ Jerusalem 99% 99% 199,999 ILS
Azhar company for real estate - 50% 100,000 ILS
Arab Care for medical services 3404%  33.74% 1,000,000 JOD
company
Rift Valley for investment and 6050% 60.50% 2724492 JOD
development

. The subsidiary companies operate in Palestine including East Jerusalem.
. The company did not consolidate its financial statements with other subsidiaries for
the following reasons:

- Al Jandool for trade and distribution: it ceased operations in 2007.
-QCTC/ Canada; which uses a fiscal year that ends on April 30; and the unavailability
of information up to December 31, 2020.

o Basis of consolidation:

The financial statements of the company and its subsidiaries are consolidated by
aggregating all the items of assets and liabilities and the results of the company’s
operations with the items of assets and liabilities and the results of the operations
of its subsidiaries. All intra-company balances and transactions such as accounts
receivable, payable, investments, dividends, profit or loss and any other item relating
to transactions between these companies are eliminated in full on consolidation.

e Non-controlling interests are shown separately from the owners of the company.




Historical cost is generally based on the fair value of the consideration given in exchange for
goods or services.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date, regardless of whether
that price is directly observable or estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the company takes into account the characteristics
of the asset or liability if market participants would take those characteristics into account
when pricing the asset or liability at the measurement date. Fair value for measurement and/
or disclosure purposes in these financial statements is determined on such a basis, except for
share based payment transactions that are within the scope of IFRS (2), leasing transactions
that are within the scope of IFRS (16) and measurements that have some similarities to fair
value, but are not fair value, such as net realizable value in IAS (2) or value in use in IAS (36).

¢) Going concern:

The directors have, at the time of approving the consolidated financial statements for the year
ended December 31, 2020, a reasonable expectation that the Group has adequate resources to
continue in operational existence for the foreseeable future. Thus they continue to adopt the
going concern basis of accounting in preparing the financial statements.

d) The Jordanian Dinar (JOD) is the currency of the company’s share capital as well as the
reporting currency of the consolidated financial statements.

e) All amounts in the financial statements have been rounded to the nearest JOD.
J) Consolidated financial statements:

The consolidated financial statements incorporate the financial statements of Jerusalem
Cigarette Company PLC and its subsidiaries as at 31 December 2020. Control is achieved in
subsidiaries when the company:

. has the power over the investee company;
J is exposed, or has rights, to variable returns from its involvement with the investee;
. has the ability to use its power to affect its returns

The company reassesses whether or not it controls an investee if facts and circumstances The
company reassesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control listed above.

When the company has less than a majority of the voting rights of an investee, it has power
over the investee when the voting rights are sufficient to give it the practical ability to direct
the relevant activities of the investee unilaterally. The company considers all relevant facts
and circumstances in assessing whether or not the company’s voting rights in an investee are
sufficient to give it power, including:

e the size of the company’s holding of voting rights relative to the size and dispersion of
holdings of the other vote holders.

e potential voting rights held by the company and other vote holders.

e rights rising from other contractual arrangements.

e any additional facts and circumstances that indicate that the company has, or does not
have, the current ability to direct the relevant activities at the time that decisions need to
be made, including voting patterns at previous shareholders’ meetings.



IFRS 9 Financial Instruments:

The amendment clarifies that in applying the “10% test” to assess whether to
derecognise a financial liability, an entity includes only fees paid or received between
the entity (the borrower) and the lender, including fees paid or received by either the
entity or the lender on the other’s behalf. The amendment is applied prospectively to
modifications and exchanges that occur on or after the date the entity first applies the
amendment.

The amendment is effective for annual periods beginning on or after 1 January 2022,
with early application permitted.

FRS 16 Leases:

The amendment removes the illustration of the reimbursement of Ileasehold
improvements. As the amendment to IFRS 16 only relates to an illustrative example,
no effective date is stated.

IAS 41 Agriculture:

The amendment removes the requirement in IAS 41 for entities to exclude cash flows
for taxation when measuring fair value. This aligns the fair value measurement in
IAS 41 with the requirements of IFRS 13 Fair Value Measurement to use internally
consistent cash flows and discount rates and enables preparers to determine whether to
use pretax or post-tax cash flows and discount rates for the most appropriate fair value
measurement.

The amendment is applied prospectively, that is for fair value measurements on or after
the date an entity initially applies the amendment.

The amendment is effective for annual periods beginning on or after 1 January 2022,
with early application permitted.

3- Summary of significant accounting policies:

a) Statement of compliance:

The consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards (IFRS standards) issued by the International Accounting
Standards Board and in accordance with local laws and regulations.

b) Basis for preparation of financial statements:

The consolidated financial statements have been prepared in accordance with the historical
cost basis except for certain financial assets at fair value through other comprehensive income
and part of the investments properties which are revalued at fair value as at the statement of
position date.




capable of operating in the manner intended by management on or after the beginning
of the earliest period presented in the financial statements in which the entity first
applies the amendments.

The entity shall recognise the cumulative effect of initially applying the amendments
as an adjustment to the opening balance of retained earnings (or other component of
equity, as appropriate) at the beginning of that earliest period presented.

The amendments are effective for annual periods beginning on or after 1 January 2022,
with early application permitted.

Amendments to IAS 37 — Onerous Contracts—Cost of Fulfilling a Contract:

The amendments specify that the “cost of fulfilling” a contract comprises the “costs
that relate directly to the contract”. Costs that relate directly to a contract consist of
both the incremental costs of fulfilling that contract (examples would be direct labor
or materials) and an allocation of other costs that relate directly to fulfilling contracts
(an example would be the allocation of the depreciation charge for an item of property,
plant and equipment used in fulfilling the contract).

The amendments apply to contracts for which the entity has not yet fulfilled all its
obligations at the beginning of the annual reporting period in which the entity first
applies the amendments. Comparatives are not restated. Instead, the entity shall
recognise the cumulative effect of initially applying the amendments as an adjustment
to the opening balance of retained earnings or other component of equity, as appropriate,
at the date of initial application.

The amendments are effective for annual periods beginning on or after 1 January 2022,
with early application permitted.

Annual Improvements to IFRS Standards (2018-2020) include amendments to
four Standards.

IFRS 1 First-time Adoption of International Financial Reporting Standard:

The amendment provides additional relief to a subsidiary which becomes a first-
time adopter later than its parent in respect of accounting for cumulative translation
differences. As a result of the amendment, a subsidiary that uses the exemption in
IFRS 1- D16(a) can now also elect to measure cumulative translation differences for
all foreign operations at the carrying amount that would be included in the parent’s
consolidated financial statements, based on the parent’s date of transition to IFRS
Standards, if no adjustments were made for consolidation procedures and for the
effects of the business combination in which the parent acquired the subsidiary.

A similar election is available to an associate or joint venture that uses the exemption
in IFRS 1- D16(a).

The amendment is effective for annual periods beginning on or after 1 January 2022,
with early application permitted.



The amendments clarify that the classification of liabilities as current or non-current
is based on rights that are in existence at the end of the reporting period, specify that
classification is unaffected by expectations about whether an entity will exercise its
right to defer settlement of a liability, explain that rights are in existence if covenants
are complied with at the end of the reporting period, and introduce a definition of
“settlement” to make clear that settlement refers to the transfer to the counterparty of
cash, equity instruments, other assets or services.

The amendments are applied retrospectively for annual periods beginning on or after 1
January 2023, with early application permitted.

Amendments to IFRS 3 — Reference to the Conceptual Framework:

The amendments update IFRS 3 so that it refers to the 2018 Conceptual Framework
instead of the 1989 Framework. They also add to IFRS 3 a requirement that, for
obligations within the scope of IAS 37, an acquirer applies IAS 37 to determine
whether at the acquisition date a present obligation exists as a result of past events. For
a levy that would be within the scope of IFRIC 21 Levies, the acquirer applies IFRIC
21 to determine whether the obligating event that gives rise to a liability to pay the levy
has occurred by the acquisition date.

Finally, the amendments add an explicit statement that an acquirer does not recognise
contingent assets acquired in a business combination. The amendments are effective
for business combinations for which the date of acquisition is on or after the beginning
of the first annual period beginning on or after 1 January 2022. Early application is
permitted if an entity also applies all other updated references (published together with
the updated Conceptual Framework) at the same time or earlier.

Amendments to IAS 16 — Property, Plant and Equipment—Proceeds before
Intended Use:

The amendments prohibit deducting from the cost of an item of property, plant and
equipment any proceeds from selling items produced before that asset is available for
use, that is proceeds while bringing the asset to the location and condition necessary
for it to be capable of operating in the manner intended by management. Consequently,
an entity recognises such sales proceeds and related costs in profit or loss. The entity
measures the cost of those items in accordance with IAS 2 Inventories.

The amendments also clarify the meaning of “testing whether an asset is functioning
properly”. IAS 16 now specifies this as assessing whether the technical and physical
performance of the asset is such that it is capable of being used in the production or
supply of goods or services, for rental to others, or for administrative purposes.

If not presented separately in the statement of comprehensive income, the financial
statements shall disclose the amounts of proceeds and cost included in profit or loss
that relate to items produced that are not an output of the entity’s ordinary activities,
and which line item(s) in the statement of comprehensive income include(s) such
proceeds and cost.

The amendments are applied retrospectively, but only to items of property, plant and
equipment that are brought to the location and condition necessary for them to be




IFRS 17 Insurance Contracts:

IFRS 17 establishes the principles for the recognition, measurement, presentation and
disclosure of insurance contracts and supersedes IFRS 4 Insurance Contracts. IFRS
17 outlines a general model, which is modified for insurance contracts with direct
participation features, described as the variable fee approach. The general model is
simplified if certain criteria are met by measuring the liability for remaining coverage
using the premium allocation approach. The general model uses current assumptions
to estimate the amount, timing and uncertainty of future cash flows and it explicitly
measures the cost of that uncertainty. It takes into account market interest rates and the
impact of policyholders’ options and guarantees.

In June 2020, the IASB issued amendments to IFRS 17 to address concerns and
implementation challenges that were identified after IFRS 17 was published. The
amendments defer the date of initial application of IFRS 17 (incorporating the
amendments) to annual reporting periods beginning on or after 1 January 2023. At the
same time, the IASB issued Extension of the Temporary Exemption from Applying
IFRS 9 (amendments to IFRS 4) that extends the fixed expiry date of the temporary
exemption from applying IFRS 9 in IFRS 4 to annual reporting periods beginning on
or after 1 January 2023. IFRS 17 must be applied retrospectively unless impracticable,
in which case the modified retrospective approach or the fair value approach is applied.

For the purpose of the transition requirements, the date of initial application is the start of
the annual reporting period in which the entity first applies the Standard, and the transition
date is the beginning of the period immediately preceding the date of initial application.

Amendments to IFRS 10 and IAS 28 — Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture:

The amendments to IFRS 10 and IAS 28 deal with situations where there is a sale or
contribution of assets between an investor and its associate or joint venture. Specifically,
the amendments state that gains or losses resulting from the loss of control of a
subsidiary that does not contain a business in a transaction with an associate or a joint
venture that is accounted for using the equity method, are recognised in the parent’s
profit or loss only to the extent of the unrelated investors’ interests in that associate
or joint venture. Similarly, gains and losses resulting from the remeasurement of
investments retained in any former subsidiary (that has become an associate or a joint
venture that is accounted for using the equity method) to fair value are recognised in
the former parent’s profit or loss only to the extent of the unrelated investors’ interests
in the new associate or joint venture. The effective date of the amendments has yet
to be set by the Board; however, earlier application of the amendments is permitted.
The directors of the Company anticipate that the application of these amendments
may have an impact on the Group’s consolidated financial statements in future periods
should such transactions arise.

Amendments to IAS 1 — Classification of Liabilities as Current or Non-current:

The amendments to IAS 1 affect only the presentation of liabilities as current or
non-current in the statement of financial position and not the amount or timing of
recognition of any asset, liability, income or expenses, or the information disclosed
about those items.



to IFRS 16. The practical expedient permits a lessee to elect not to assess whether a
COVID19 related rent concession is a lease modification. A lessee that makes this
election shall account for any change in lease payments resulting from the COVID-19
related rent concession the same way it would account for the change applying IFRS
16 if the change were not a lease modification.

The practical expedient applies only to rent concessions occurring as a direct
consequence of COVID-19 and only if all of the following conditions are met:

a) The change in lease payments results in revised consideration for the lease that is
substantially the same as, or less than, the consideration for the lease immediately
preceding the change;

b) Any reduction in lease payments affects only payments originally due on or before
30 June 2021 (a rent concession meets this condition if it results in reduced lease
payments on or before 30 June 2021 and increased lease payments that extend beyond
30 June 2021); and

¢) There is no substantive change to other terms and conditions of the lease.
Amendments to References to the Conceptual Framework in IFRS standards:

The Group has adopted the amendments included in Amendments to References to the
Conceptual Framework in IFRS Standards for the first time in the current year. The
amendments include consequential amendments to affected Standards so that they refer
to the new Framework. Not all amendments, however, update those pronouncements
with regard to references to and quotes from the Framework so that they refer to the
revised Conceptual Framework. Some pronouncements are only updated to indicate
which version of the Framework they are referencing to (the IASC Framework adopted
by the IASB in 2001, the TASB Framework of 2010, or the new revised Framework of
2018) or to indicate that definitions in the Standard have not been updated with the new
definitions developed in the revised Conceptual Framework.

The Standards which are amended are IFRS 2, IFRS 3, IFRS 6, IFRS 14, IAS 1, IAS
8, IAS 34,1IAS 37,1IAS 38, IFRIC 12, IFRIC 19, IFRIC 20, IFRIC 22, and SIC-32.

Amendments to IFRS 3 Definition of a business:

The amendments make the definition of material in IAS 1 easier to understand and
are not intended to alter the underlying concept of materiality in IFRS Standards.
The concept of ‘obscuring’ material information with immaterial information has
been included as part of the new definition. The threshold for materiality influencing
users has been changed from ‘could influence’ to ‘could reasonably be expected to
influence’. The definition of material in IAS 8 has been replaced by a reference to the
definition of material in IAS 1. In addition, the IASB amended other Standards and
the Conceptual Framework that contain a definition of “material” or refer to the term
“material” to ensure consistency.

At the date of authorisation of these financial statements, the Company has not applied
the following new and revised IFRS Standards that have been issued but are not yet
effective.




JERUSALEM CIGARETTE COMPANY LTD.

BETHANY/JERUSALEM

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31, DECEMBER 2020

1- General:

A.

Jerusalem Cigarette Company, Public Shareholding Company Limited (the company)
located in Bethany, Palestine was originally registered in 1960 and was later
incorporated in accordance with the companies’ law # (12) for the year 1964 under
registration number 562600015.

The company’s main headquarters is in Bethany/ Jerusalem.

The main objectives of the company are to manufacture, trade and plant tobacco and
cigarettes and the related process of selling, distributing, and exporting the products.

The company and its consolidated subsidiaries’ number of employees were 103 and
108 employees as at December 31, 2020 and 2019 respectively.

2- Application of new and amended International Financial Reporting
Standards

New and amended IFRS standards that are effective for the current year 2020, and which had
no material impact on the consolidated financial statements are:

Impact of the initial application of Interest Rate Benchmark Reform amendments
on IFRS 9 and IFRS 7:

In September 2019, the International Accounting Standards Board (IASB) issued
Interest Rate Benchmark Reform (amendments to IFRS (9), IAS (39) and IFRS (7)).
These amendments modify specific hedge accounting requirements to allow hedge
accounting to continue for affected hedges during the period of uncertainty before the
hedged items or hedging instruments affected by the current interest rate benchmarks
are amended as a result of the on-going interest rate benchmark reforms.

Impact of the initial application of Covid-19-Related Rent Concessions
Amendment to IFRS 16:

In May 2020, the IASB issued Covid-19-Related Rent Concessions (Amendment to
IFRS 16) that provides practical relief to lessees in accounting for rent concessions
occurring as a direct consequence of COVID-19, by introducing a practical expedient



JERUSALEM CIGARETTE COMPANY LTD.
BETHANY/ JERUSALEM

Statement 5

Consolidated Statement of cash flows for the year ended 31 December 2020

2020 2019

JOD JOD
Cash flows from (used in) operating activities
Profit for the year before income tax- statement 2 2,182,227 160,833
Adjustments:
Non-cash items:
Depreciation 647,662 629,138
Reserved for severance pay 20,359 24,286
Currency translation into JOD (302.,406) (411,814)
Gains on disposal of financial assets (1,169,031) -
Share of results of associates (763,585) (73,267)
Non-controlling interests 103,708 -
Changes in working capital:
Accounts receivable (1,678,315) (581,355)
Inventory (131,559) 3,351,789
Other current assets 605,599 (198,069)
Accounts payable (3.161,213) 1,123,647
Other current liabilities 2,474,080 492,688
Income tax —paid (123,287) (44,554)
Severance pay- paid (9.901) (25.254)
Net cash flows from (used in) operations (1,305.662) 4,448,068
Cash flows from (used in) investing activities
Purchases of property, plant and equipment (2,030,085) (476.,817)
Disposal of property, plant and equipment 1,523 3,459
Net additions to investments 4018219  (1.243.601)
Net cash flows from (used in) investing activities 1,989,657  (1,716.959)
Cash flows from (used in) financing activities
Decrease in due to banks and loans (967,626) (2,802,878)
Treasury stock _(12,700) (12.,943)
Net cash flows from (used in) financing activities (980,326)  (2,815.821)
Net increase (decrease) in cash and cash equivalents (296,331) (84,712)
Cash and cash equivalent, beginning of year 829.148 913.860
Cash and cash equivalent, end of year- note 5 532,817 829,148

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 2020

2020 2019

JOD JOD
Profit for the year- statement 2 2,098,795 144,118
Other comprehensive income:
Items that will not be reclassified to profit or loss:
Currency translation into Jordanian Dinar (302.,406) (411,814)
Changes in fair value of investments 14473 78.337
Total comprehensive income for the year 1,810,862 (189,359)
Attributable to:
Owners of the company 1,725,567 (149,204)
Non-controlling interests 85295 (40.155)
Total 1,810,862 (189,359)

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 2020

2020 2019

Note JOD JOD
Sales of cigarettes 56,928,845 53,561,534
Cost of sales 30 (54.638.830) (51.448.501)
Gross profit 2,290,015 2,113,033
Net revenues of leased property 23 449,577 396,341
Other revenues 24 354,404 327,088
Selling and distribution expenses 28 477,037) (443,771)
General and administrative expenses 29 (1,594.,651) (1,512,802)
Bank charges and interest (670,558) (435,050)
Other expenses 27 (478.,523) (357,273)
Gan oot i s s s :
Share of results of associates 849,568 73,267
Profit before income tax 2,182,227 160,833
Income tax expense 17 (83.432) (16.715)
Profit for the year 2,098,795 144,118
Attributable to:
Owners of the company 2,013,500 184,273
Non-controlling interests 85,295 (40,155)
Earnings per share 0.201 0.018

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




JERUSALEM CIGARETTE COMPANY LTD.
BETHANY/ JERUSALEM

2020 2019

Note JOD JOD

Liabilities and equity
Current liabilities
Due to banks 13 7,288,649 8,215,963
Accounts payable 14 3,023,540 6,184,753
Accruals and other credit balances 15 394,146 140,798
Cigarette banderol - Palestine 2,503,084 4,448,603
Cigarette banderol - Israel - 662,473
Value added tax 3,000,154 2,833,423
Board of directors expenses 189.353 140.921

Total current liabilities 16,398.926 22,626,934
Non-current liabilities
Cigarette banderol- Palestine- long term portion 4,799,125 -
Bank loans 18 1.150.786 1,191,098
Provision for severance pay 16 464.198 410925
Total non-current liabilities 6.414,109 1,602,023
Total liabilities 22,813,035 24,228,957
Equity
Share capital 19 10,000,000 10,000,000
Treasury stock (1,223,249) (1,210,549)
Statutory reserve 20 3,042,966 2,824,743
Voluntary reserve 4,672,098 4,672,098
Retained earnings 21 (372,817) (2,125,279)
Investments revaluation to fair value reserve 534,506 520,033
Currency translation into Jordanian Dinars 1.025.489 1.327.8395
Total equity attributable to parent 17,678,993 16,008,941
Non-controlling interests 3.652.502 3.463.499

Total equity 21,331,495 19.472 440
Total liabilities and equity 44,144,530 43,701,397

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 2020

2020 2019

Note JOD JOD

Assets
Current assets
Cash and cash equivalents 5 532,817 829,148
Accounts receivable 6 11,083,117 9,480,972
Inventory 7 5,921,028 5,789,469
Other debit balances 8 199,145 804,744
Income tax 17 518.889 479,034

Total current assets 18,254,996 17 7
Non- current assets
Property, plant and equipment 12 9,725,590 6,554.413
Investment property 9 9,836,714 15,863,862
Financial notes 11 1,423,685 -
Financial assets at fair value through other 10 4.903.545 3.899.755
comprehensive income

Total non-current assets 25,889.534 26,318,030

Total assets 44,144,530 43,701,397







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.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the group to express an opinion on the consolidated financial
statements.

We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with board of directors 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 board of directors 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 board of directors, 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.

Maayah & Co. 4/(_,
Lo M Gg
bla S. Maayah, CP

License no. 167

Ramallah on April 19, 2021



“Other information

Management is responsible for the other information. The other information comprises the information
included in the annual report, but does not include the financial statements and our auditor's report
thereon.

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance or conclusion thereon.

Responsibilities of Management and Board of Directors 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.

Board of directors is responsible for overseeing the Company’s financial reporting process.

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.

e 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
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Opinion

We have audited the financial statements of Jerusalem cigarette Company Ltd., Public Shareholding
Company (the company), which comprise the consolidated statement of financial position as at
December 31, 2020, consolidated statement of profit and loss, consolidated statement of comprehensive
income, consolidated statement of changes in equity and consolidated 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 2020 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 Accountants' 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 consolidated 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.

Key audit matters that we focused on in our audit included:
1- 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.

2- Investments in companies shares:

e We followed up on obtaining the audited financial statements of the non-consolidated
subsidiaries to reflect the value of the investments according to fair value based on the available
audited financial statements.

s We reviewed the transaction related to the loss of control of a subsidiary due to sale of shares
in exchange for financial notes that will be settled in future period.




Most of the investments in other companies as well as some properties were sold for the
purpose. Nevertheless, the Company was able to retain several properties. Some of the
remaining have been developed into other projects, including agriculture and real estate.

2020 Financial men

The sale of assets, large reductions in overheads and other expenses, as well as the
significant efficiency drives conducted by the company all contributed to the achieved
financial stability of JCC. Liabilities towards suppliers of raw materials and machinery
have been settled with very little overdue payments. Loans and overdraft facilities from
banks are manageable with plans implemented to reduce borrowing rates in the near future.
Furthermore, new arrangements with the excise tax authorities have been made to regulate
payments by JCC. All these measures which were taken in the last few years have resulted
in a significant improvement of the financial position of the Company which is now well
on its way to return to its profitable position. This is reflected by the fact that JCC achieved
profits of nearly JOD $1.96 in 2020. The Company is expecting a steady growth during
the upcoming years due to the increase in the sales of tobacco products in addition to the
several investments in affiliated startups that are expected to become profitable as of 2022.

Summarized statements of profit and loss as well as statements of financial position for
fiscal year ended 2020 are attached. The Board of Directors recommends that the profits
for 2020 be retained by the Company.

Looking Ahead

Given the unprecedented challenges posed by the pandemic during 2020, JCC has
managed to increase its profits while showing solidarity with those affected. Our resilience
to challenges and our learning ability continues to contribute to our success and we are
looking forward to a promising and diversified future ahead.

Bethany - Jerusalem “ Mohammad Ali” Mustafa Alami, Ph.D.
4% July, 2021 Chairman of the Board of Directors
Jerusalem Cigarette Co. Ltd.
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Summary

Jerusalem Cigarette Company, JCC “The Company” witnessed further improvements
in the financial and marketing position in the 2020 Financial Year despite the previous
challenges faced by the Company due to the flooding of the local markets with smuggled
cigarettes and untaxed local tobacco in previous years. The Board is pleased to report
that many of these challenges have now been overcome and that the company has now
achieved financial stability and is back on a profitable path.

The Markets

In 2020, the Company witnessed a significant increase in the sales and marketing of tobacco
products despite the unprecedent circumstances of COVID-19 pandemic.

While JCC private brands remained constant, other manufactured cigarettes showed a
significant increase in sales, mainly due to the increase in the “Capital” brand sales.

JCC, via the affiliate company QCP, also markets its brands in Jerusalem and the
Israeli markets. Sales are significantly augmented by the import of special brands from
Germany and S. Korea. QCP continued to increase its sales in the Israeli market with
much improved financial performance. The distribution capacity of QCP increased to a
considerable degree during 2020 which in turn shows a promising revenue generating
capacity for the affiliated entity.

The Canadian company, QCTC, which owns a small manufacturing facility in Quebec
by the name of Bastos also manufactures and markets certain brands of cigarettes in the
Canadian market. The Company is also currently engaged in efforts to produce cigarettes
under license for other established brands. JCC’s investment in Bastos is likely to produce
a considerable return on investment as a result in the upcoming years.

Investments

Over the last few decades, JCC managed to invest a significant proportion of its profits in
non-tobacco sectors. The majority were in the form of investments in start-ups, properties
and real estate. These investments provided considerable cushion in combatting the
financial challenges that faced the company as a result of cigarette smuggling. JCC resorted
to the sale of many of the mature assets to meet its financial obligations.
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THE GENERAL SHAREHOLDERS MEETING
JCC Main Office

Wednesday, July 28" 2021

Agenda:
1. Presentation of the Board of Director’s report for the year ending 31 December
2020 for approval by the General Shareholders Meeting.
2. External Auditor’s report for the year 2020.

3. Presentation of the financial statements for the year 2020 for approval by the
General Shareholders Meeting.

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

5. Election of the External Auditor for the Year 2021.
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