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(ii) Interest rate risk: The group is exposed to interest rate risks since it has banking
facilities in the form of overdraft from local banks at an interest rate that varies
between 5%-9% per annum, it also has borrowed funds from local banks at interest
rate of 5% - prime+ 8.40% 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
constant is as follows:

2021 2020

Changes in Impact on Changes in Impact on

price equity price equity

% JOD % JOD

Listed +-10% 81,590 +-10% 60,398
investments

(v) Exchange rate risk: The group 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.

40- The consolidated financial statements for the year ended December 31, 2021 were
approved by the board of directors on it’s meeting held on March 30, 2022, and which shall
be presented to the general assembly at its annual ordinary meeting for approval of these
consolidated financial statements.

41- Comparative figures:

The consolidated financial statements for the year ended December 31, 2021 were approved
The financial statements for the year ended December 31, 2020 have been presented for
comparative purposes. Certain prior year figures have been reclassified to conform to the
current year method of presentation.




Investment

Palm Management

Production ] inequity & Total 2021  Total 2020
plantation fees
property
JOD 1[0)))

Revenues 70,131,947 - - - 70,131,947 56,928,845
Cost of sales (65.915,070) - - - (65915,070) (54,638,830)
Rent revenues - - - 466,557 466,557 449,577
Other revenues - - 8,118 44912 53,030 354,404
Investment revenues - - - 1456,039 1,456,039 2,309,000
Investment revaluation - - 1,499,728 1,499,728 -
Administrative
expenses (1,396,574) (126488) - (214,788) (1,737,850) (1,594,651)
Selling expenses (698,887) (2,247) - (773) (701,907) (477,037)
Bank interest and
charges (652.,415) - - - (652415) (670,558)
Other operating
expenses (120,951) - - (120951)
Other expenses (26,368)  (80,461) (7,955) (20,258) (135,042) (478,523)
f/’:;’f‘ (loss) for the 1442633 (330,147) 163 3231417 4,344,066 2,182,227

38- Scope of assets and liabilities:

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

39- 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 comprise fully paid capital, reserves,
and retained earnings (losses), in addition to loans after the offset of cash and cash equivalents.

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
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 rights of the group.

The group periodically follows up on related party loan payments.




34- Earnings per share for the year:

2021 2020
JOD A[0)))
Profit attributable to owners of the parent 4,114 416 2,013,500
Number of shares 10,000,000 10,000,000
Basic earnings per share for the year 0411 0.201

35- 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:

2021 2020

JOD JOD
Balances included within receivables/ payables:
Balances included in accounts receivables 3,471,304 8,449,628
Loans granted to unconsolidated subsidiaries

- 3,536,191 5,315,401
without guarantees
Balances included in accounts payable 374,019 611,850
Inves?ments in unconsolidated subsidiaries and 2572583 2572583
associates
Board of directors and main employees:
Employee loan without sufficient guarantee 262,717 316,279
Board of directors expenses (*) 76,807 75,627
Salaries and benefits of senior management 786.561 706.965

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.

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

During the year, the group reclassified an investment property to property, plant and equipment
in the amount of 1,713,655 JOD.

37- Operating Segments:

The group is in the business of producing and marketing cigarettes, starting a palm and
pineapple 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:




32- Production cost:

2021 2020

JOD A[0)))
Raw materials- beginning of year 2,661,489 2,454,269
Tobacco- beginning of year 2,253.471 2,181,580
Purchases of raw materials 2,674,524 2,640,029
Purchases of tobacco 2,605,058 1,129,476
Raw materials- end of year (2,864,578) (2,661.,489)
Tobacco- end of year (2,062,024) (2,253.471)
Cost of raw materials and tobacco used in prod 5,267,940 3,490,394
Bandarol- beginning of year 12,903 7,653
Purchases of bandarol 47,701,756 41,684,332
Bandarol-end of year (32,321) (12,903)
Cost of bandarol used in production 47,682,338 41,679,082
Cost of raw materials, tobacco and bandarol used in 52,950,278 45,169,476
production
Work in process- beginning of year 409,712 475,979
Work in process- end of year (97,889) (409,712)
Cost of materials used in production 53,262,101 45,235,743
Salaries, wages and benefits 1,288,982 1,003,091
Other manufacturing expenses- note (32) 1,871,972 1,544,878
Total production cost 56,423,055 47,783,712

33- Other manufacturing expenses:

2021 2020

JOD A[0)))
Spare parts, maintenance and repairs 165,692 197,745
Postage and telephone 7,361 7,087
Electricity and water 87,078 71,691
Fuel for generator 73,988 82,084
Maintenance and repairs 57,892 44,566
Bank interest and charges 397,825 218,521
Insurance 185,736 149217
Financial consultancy 201,275 114,202
Waste water expenses 26,940 9,663
Transportation 10,268 19,297
Cleaning 11,898 4,507
Workers medication 3,082 6,316
Work clothing 4493 2,892
Hospitality 15,508 9,485
Depreciation- note (12) 622,936 607,605

1,871,972 1,544,878




29- General and administrative expenses:

2021 2020
1[0))) A[0)))
Salaries and other benefits 1,045,594 880,001
Financial consultancy - 57,101
Professional fees 24,703 21,347
Legal fees and consultations 58,422 25,465
Fees, licenses and subscriptions 54418 44009
Palestine stock exchange expenses 13,563 12,919
Printing and stationery 20,886 14,781
Postage, telephone and internet 32,077 26,032
Donations 134,984 191,045
Market and appraisal expenses 13,568 14,839
Board of directors expenses 76,807 75,627
Computer maintenance and expenses 186,782 26,241
Maintenance and repairs 10,337 5,832
Travel and transportation 9,985 5,374
Advertisement 1,014 7,031
Hospitality 10,491 6,323
Miscellaneous 2,402 1,634
Depreciation for the year- note (12) 41,817 22,613
1,737,850 1,438,214

30- Other operating expenses:
2021 2020
JOD A[0)))
Salaries and other benefits 36,344 23,021
Rent 10,982 89,938
Electricity and water 25,573 17,586
Generator fuel 3214 -
Agricultural expenses 19,537 -
Development expenses 432 10,652
Vehicle expenses 13,685 6,462
Vehicle rental expenses 9,245 19,430
Work clothing 1,939 -
120,951 167,089

31- Cost of sales:

2021 2020
1[0))) 1[0)))
Finished goods- beginning of year 373,727 404,081
Purchases of finished goods 9,356,211 6,824,764
Production cost- note (31) 56,423,055 47,783,712
Finished goods- end of year (237,923) (373,727)

65,915,070 54,638,830




26- Property expenses:

2021 2020

JOD A[0)))

Insurance 3,100 3,100
Property tax 21,126 21,126
Municipal fees and licenses 882 1,440
Other 18,443 1,670
43,551 27,336

27- Other expenses:

2020

JOD

Associates expenses 7,955 183,829

Other services expenses - 89,684

Loss on disposal of damaged furniture and 697 1,189
equipment

Currency differential 126,390 193,169

135,042 467,871

28- Selling and distribution expenses:

2021 2020

JOD JOD
Salaries and wages 266,031 225,880
End of service payments 4,095 1,764
Rent 23,151 22,968
Vehicle expenses 191 444 156,446
Vehicle lease expense 46,880 35,700
Advertisement and promotion 83,682 -
Postage and telephone 17,716 16,835
Miscellaneous 20 -
Depreciation for the year- note (12) 19,396 17 444

652,415 477,037




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.

No court sessions were held during the year other than the adjournment sessions, given that
the case is submitted to the decision.

23- Property rental income:

2021 2020
JOD JOD
Rent 57,023 55,180
Clinics lease 433,988 410,770
Property expenses- note (26) (43,551) (27,336)
Net property rental income 447,460 438,614
Car parking income 12,458 10,963
459,918 449,577

24- Other revenues:
2021 2020
A[0))] JOD
Management fee from unconsolidated associates 8,118 193,021
Service fees collected from tenants - 92,792
Knowledge tax collected from tenants 6,639 -
Dividends 18,832 5,727
Interest on loans receivable - 62,864
Other 44912 -
78,501 354,404

25- Gain on disposal of financial assets and property:

2021 2020
JOD A[0)))
Gain on sale of the Nuwe’meh land/Jericho (a) - 290,401
Gain on d}sposal of financial assets net of tax on ) 1,169,031
capital gain (b)
Profit from sale of investments 22.827
22,827 1,459,432
(a) See note (9) (b).

(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. A loan for two million JOD, payable on 30 monthly installments at an interest rate of
Prime + 2%.

b. A loan of three million six hundred thousand ILS payable on 12 monthly instalments,
noting that the interest was paid in advance in the amount of one hundred and seventy
five thousand and eight hundred ILS.

c. Aloan for one million two hundred thousand USD, payable on 18 monthly instalments at

an interest rate of libor one month + 4% at a minimum rate of 5%.

The group previously had the following loans:

a. Aloan for six million five hundred thousand ILS, payable on 65 monthly installments at
an interest rate of 8%.

b. Aloan for one million three hundred thousand USD payable on 36 monthly installments
according to the Islamic Murabaha basis.

c. Aloan for one million USD, payable on 12 monthly installments at an interest rate of 5%

annually.
e The non-current portion of the loans as at December 31, 2021 and 2020 was 2,706,277
JOD and 1,150,786 JOD respectively.

19- Share capital:

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

20- Statutory reserve:

2021 2020
JOD JOD
Balance- beginning of year 3,042,966 2,824,743
Transferred from this year’s profit 434 407 218,223
Balance- end of year 3,477,373 3,042,966

21- Retained earnings:

2021 2020
JOD JOD
Balance- beginning of year (372,817) (2,125,279)
Owners of the parent:
Profit for the year- statement 2 4114416 2,013,500

Difference in severance provision inclusive of (94.086) (42.815)
currency deferential

Transferred to statutory reserve (434,407) (218,223)
3,213,106 (372,817)




16- Provision for severance pay:

2021 2020
JOD JOD
Parent company:
Balance- beginning of year 393,133 350,318
Adjustments based on last salary inclusive of currenc
djfgerenﬁ 2 () ary y 94,086 42815
Balance- end of year 487,219 393,133
Subsidiaries:
Balance- beginning of year 71,065 60,607
Provision for the year 26,399 17,575
Paid during the year (30,182) (9,901)
Beginning balance translation difference 1,561 2,784
Balance- end of year 68,843 71,065
556,062 464,198

(*) 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:

2021 2020
JOD JOD
Balance- beginning of year/ paid in advance 518,889 479,034
Provision for the year (a) (147,716) (83,432)
Paid during the year inclusive of ILS differential 131,742 123,287
Balance- end of year/ paid in advance 502,915 518,889

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

2021 2020

JOD JOD
Accounting profit 4,344 066 2,182,227
Share of profit of associates (1,414,380) (849,568)
revaluation of property (1.499,728) -
Gain on disposing of financial assets (22,827) (1,169,031)
Unacceptable expenses 22.450 13,063
Dividends net of exempt revenues expense (15,066) (4.,581)
Profit for income tax purposes 1,414,515 172,110
Income tax after deducting property tax (b) 147,716 83,432

(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) Parent tax file for the years 2012- 2020 is still under settlement with the income tax department, whereas one of the
subsidiaries settled its file till 2018 and the other till 2020.




13- Due to banks:

2021 2020
JOD A[0)))
Arab Bank 867,008 875,523
Cairo Amman bank 3,951,497 3,276,370
Al-Quds Bank 1,290,382 826,561
Hapoalim bank 134,670 324,519
Bank of Palestine 3 3
6,243,560 5,302,976
Current portion of loans (*) 2,251,120 1,985,673
8,494,680 7,288,649
(*) see note (18).
14- Accounts payable:
2021 2020
JOD A[0)))
Customers and suppliers 2,256,762 1,549,018
Employees and employee committees 48,384 118,565
Shareholders 864,546 847,218
Deposit checks 678,368 -
Loans to associates 374,020 346,585
Unearned revenues 10,989 10,989
Post dated checks 420,369 151,165
4,653,438 3,023,540
15- Accruals and other credit balances:
2021 2020
JOD A[0)))
Salaries and benefits 1,604 11,607
Professional and legal fees 57454 45,538
Loan installments and interest 53,690 90,261
Electricity, fuel, and transportation expenses 45,045 7,279
Rent received in advance 51,926 -
Other 464,796 20,840
Income tax on capital gain/ Jerusalem 188,123 185,564
Income tax/ discount at source 15,347 27,706
Payroll tax 14,330 5,351

892,315 394,146
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10- Financial assets at fair value through other comprehensive income:

2021 2020

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 1,443,759
Accent for Marketing and Consulting 15,000 15,000
Axis for Communication and Information Technology 38,941 38,941
Sub-total 2,611,524 2,611,524
Other Companies
Al- Mashraq Insurance 727,224 516,197
Palestine Development and Investment 2467 1,540
Palestine for Real Estate Investments 4,180 4,180
Jerusalem for Real Estate Investments 14,847 14,847
Bank of Palestine 620 511
Jerusalem Holding Company/ Jerusalem 454,949 440,937
Palestine Stock Exchange 66,566 66,703
Capital Tobacco Company 1,863,052 1,247,106
Sub-Total 3,133,905 2,292,021
Total 5,745,429 4,903,545

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

2021 2020
1[0))] A[0)))
Beginning of year balance 534,506 520,033
Unrealized gain (loss) 199,231 14,473
End of year balance 733,737 534,506

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.

During the year, it purchased additional rights in these notes for an amount of 153,862
Jordanian dinars, bringing the value of the notes owned to a total of 1,577,547
Jordanian dinars.




7- Inventory:

2021 2020
110))) JOD
Raw materials 2,864,578 2,661,489
Tobacco 2,062,024 2253471
Bandarol 32,321 12,903
Work in process 97,889 409,712
Finished goods 237,923 373,727
Spare parts 216,391 209,726
5,511,126 5,921,028
8- Other debit balances:
2021 2020
110))) 1[0)))
Insurance 100,069 116,290
Islamic bank interest obligations 28,508 71,953
Rent 56,794 9,211
Water - 1,691
Software license fees 4246 -
Other 12,621 -
202,238 199,145
9- Investment property:

2021 2020
JOD JOD
Auja land/ Jericho (a) - 1,713,655
Nuwe’meh land/ Jericho (b) 1,538,597 428,922
Al-Quds Commercial Center and Shatara building 5,305,745 5,305,745
Net book va}ue of bplldlngs, elevators, electrical 2381749 2.381.749

and mechanical equipment
Addition to elevators 31,189 6,643
Engineering diagrams 9,165 -
9,266,445 9,836,714

(a) During the year, Auja land /Jericho was reclassified from investment property to property, equipment and
machinery based on management’s intention of use, after it had been appraised by two licensed appraisers and the
valuation difference was recorded in the consolidated statement of profit and loss.

(b) During 2020, 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 within note no. (25).




5- Cash and cash equivalent:

2021 2020
JOD A[0)))
Cash on hand 1,486,906 297,143
Checks on hand 473,080 27,669
Deposits at banks in ILS 338,220 148,834
Deposits at banks in JOD 113,711 10,776
Deposits at banks in USD 69,943 47,776
Deposits at banks in other currencies 48,139 619
2,529,999 532,817
6- Accounts receivable:
2021 2020
JOD A[0)))
Customers and suppliers (1) 3,893,623 9,794,783
Rent receivable 41,539 47,777
Provision for expected credit losses - (5,097,372)
Net customers and suppliers 3,935,162 4,745,188
Employees and employee committees 264,082 330,131
Loans to unconsolidated subsidiaries and associates 5,841,568 5,989,871
Advance payments on account - 15,775
Refundable deposits 2,380 2,152
10,043,192 11,083,117
(1) This item includes payments on account of raw material purchases.
Change in the provision for expected credit losses was as follows:
2021 2020
JOD A[0)))
Beginning of year balance 5,097,372 4,742,702
Amounts written off during the year (5,097,372) -
Currency translation to Jordanian Dinar - 354,670
End of year balance - 5,097,372

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

Amounts of accounts recievable, which are not impaired were as follows:

2021 2020
JOD JOD
From 1- 90 days 366,808 3,231,227
From 91- 180 days 1,942,338 -
From 181- 365 days 1,626,016 1,513,962

3.935,162 4,745,189




w) Operating lease contracts:

The Company and its subsidiaries assesses lease contracts at inception, as it recognizes a
right-of-use asset in relation to contracts in which the Group is a lessee, with the exception
of short-term or low-value contracts. The lease payments are recognized as an operating
expense on a straight line basis over the term of the lease.

The right of use asset includes a car rental contract for a period of three years, noting that
the Group paid the value of the contract using monthly post-dated checks.

x) 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.

* 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.




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
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 derived from inputs not covered in the first level that
can be observed directly or indirectly.

. The third level inputs are those derived from valuation techniques that are not based
on observable market data.



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
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.




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:

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

. The group 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.

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

. 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.



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 Aumber of shares LI ity P
2021 2020  Vvalue %

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 110,000 88,000 1JOD 100% 50%

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

2- Investments in other companies:

Number of shares Par .
Company Name oo P Value % paid
Palestine for Development and Investment 2,784 2,784 1USD 100%
Al-Mashreq Insurance 315,601 298,387 1USD 100%
Jerusalem Real Estate Investment 74,789 74,789 1USD 100%
Palestine Real Estate Investment 11,000 11,000 1JOD 100%
Bank of Palestine 437 437 1 USD 100%
Jerusalem Holding 500 500 4,000 ILS 100%
Palestine Stock Exchange 19,200 19,200 1 USD 100%
Capital Tobacco 780,000 780,000 1JOD 50%

During the year, the company received 17,214 shares as capitalized dividends from Al-
Mashraq Insurance Company.

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.

Netrealizable 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.




h) Investment property:

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

U 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.

. 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 property, land and
buildings. These investments are stated at fair value.

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

Issued and

G Ownership % il e Share capital
. currency
capital
2021 2020
Arab Investors Company 78.79%  77.03% 9,452,328 JOD
JCC company/ Jerusalem 99% 99% 199,999 ILS
Arab Care company 34.04% 34.04% 1,000,000 JOD
Rift Valley for investment and 60.50% 60.50% 10.000.000 JOD

development

. The subsidiary companies operate in Palestine including East Jerusalem.

e 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, 2021.

. 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 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.

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




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 2021. Control is achieved in
subsidiaries when the company:

e has the power over the investee company;
e isexposed, or has rights, to variable returns from its involvement with the investee;
e 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
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:

* 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 arising 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.

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 group 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 group 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.



- Right-of-use assets and lease liabilities.

Decommissioning, restoration and similar liabilities and the corresponding amounts
recognized as part of the cost of the related asset.

* 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 that date.

The amendments are effective for annual reporting periods beginning on or after 1

January 2023, with earlier 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 on the historical cost basis except
for the revaluation of certain financial assets at fair value through other comprehensive
income and part of the investment properties that are measured at revalued fair value as of the
statement of financial position date.

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 consolidated 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 31,2021, 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.




The amendments to IAS 1 are effective for annual periods beginning on or after
1January 2023, with earlier application permitted and are applied prospectively.
The amendments to IFRS Practice Statement 2 do not contain an effective date or
transition requirements.

Amendments to IAS 8 Accounting Policies, Changes in Accounting Estimates and
Errors- Definition of Accounting Estimates:

The amendments replace the definition of a change in accounting estimates with a
definition of accounting estimates. Under the new definition, accounting estimates
are “monetary amounts in financial statements that are subject to measurement
uncertainty”.

The definition of a change in accounting estimates was deleted. However, the Board
retained the concept of changes in accounting estimates in the Standard with the
following clarifications:

- A change in accounting estimate that results from new information or new
developments is not the correction of an error.

- The effects of a change in an input or a measurement technique used to develop an
accounting estimate are changes in accounting estimates if they do not result from the
correction of prior period errors.

The amendments are effective for annual periods beginning on or after 1 January 2023
to changes in accounting policies and changes in accounting estimates that occur on or
after the beginning of that period, with earlier application permitted.

Amendments to IAS 12 Income Tax - Deferred tax related to Assets and Liabilities
arising from a Single Transaction:

The amendments introduce a further exception from the initial recognition exemption.
Under the amendments, an entity does not apply the initial recognition exemption for
transactions that give rise to equal taxable and deductible temporary differences.

Depending on the applicable tax law, equal taxable and deductible temporary
differences may arise on initial recognition of an asset and liability in a transaction
that is not a business combination and affects neither accounting nor taxable profit.
For example, this may arise upon recognition of a lease liability and the corresponding
right-of-use asset applying IFRS 16 at the commencement date of lease.

Following the amendments to IAS 12, an entity is required to recognize the related
deferred tax asset and liability, with the recognition of any deferred tax asset being
subject to the recoverability criteria in IAS 12.

The board also adds an illustrative example to IAS 12 that explains how the amendments
are applied.

The amendments apply to transactions that occur on or after the beginning of the
earliest comparative period presented. In addition, at the beginning of the earliest
comparative period an entity recognises:

* A deferred tax asset (to the extent that is probable that taxable profit will be available
against which the deductible temporary difference can be utilized) and a deferred tax
liability for all deductible and taxable temporary differences associated with:



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 leasehold
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.

Amendments to IAS 1 Presentation of Financial Statements and IFRS Practice
Statement 2 Making Materiality Judgements-Disclosure of Accounting Policies:

The amendments change the requirements in IAS 1 with regard to disclosure of
accounting policies. The amendments replace all instances of the term ‘significant
accounting policies” with ‘material accounting policy information’. Accounting policy
information is material if, when considered together with other information included in
an entity’s financial statements, it can reasonably be expected to influence decisions that
the primary users of general purpose financial statements make on the basis of those
financial statements. The supporting paragraph in IAS 1 are also amended to clarify that
accounting policy information that relates to immaterial transactions, other events or
conditions is immaterial and need not be disclosed. Accounting policy information may
be material because of the nature of the related transactions, other events or conditions,
even if the amounts are immaterial. However, not all accounting policy information
relating to material transactions, other events or conditions is itself material.

The Board has also developed guidance and examples to explain and demonstrate the
application of the ‘four-step materiality process’ described in IFRS Practice Statement 2.




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
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 recognize 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 Provisions, Contingent Liabilities and Contingent Assets-
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
recognize 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). The Annual Improvements
included 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 Business Combinations- 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 recognize
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, i.e. 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 recognizes 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 items(s) in the statement of comprehensive income include(s) such
proceeds and cost.




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 Board 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 Board issued Extension of the Temporary Exemption form 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 Consolidated Financial Statements and IAS 28
Investments in Associates and Joint Ventures-Sale or Contribution of Assets
between an Investor and its Associate or Joint Venture:

The amendments to IFRS 10 and TAS 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 recognized 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 measurement
of investments retained in any former subsidiary (that has become an associate or joint
venture that is accounted for using the equity method) to fair value are recognized 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 anticipated
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 presentation of Financial Statements- 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 positon and not the amount or timing of recognition
of any asset, liability, income or expenses, or the information disclosed about those
items.



- Cash flow hedges relating to IBOR-linked derivatives as a cash flow hedge of IBOR-
linked bank loans.

- Bills of exchange and lease commitments that refer to LIBOR and are subject to
interest rate benchmark reform.

Impact of the initial application of COVID-19 related rent Concessions beyond
June 30, 2021. Amendments to IFRS (16).

In the previous year, amendments were issued that provided practical relief to lessees
in accounting for rent concessions occurring as a direct result of COVID (19), by
introducing a practical expedient to IFRS (16). This practical expedient was available
to rent concessions for which any reduction in lease payments affected payments
originally due on or before June 30, 2021.

In March 2021, the Board issued COVID (19) related rent concessions beyond June
30, 2021(Amendments to IFRS (16)), which extends the practical expedient to apply
to reduction in lease payments originally due on or before June 30, 2022.

The practical expedient permits the lessee to elect not to assess whether a COVID
(19)- 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 applying IFRS (16) as if the change were not a lease modification.
The practical expedient applies only to rent concessions occurring as a direct result of
COVID (19) and only if all of the following conditions are met:

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.

Any reduction in lease payments affects only payments originally due on or before
30 June 2022 (a rent concession meets this condition if it results in reduced lease
payments on or before 30 June 2022 and an increased lease payments that extends
beyond 30 June 2022).

There is no substantive change to the terms and conditions of the lease contract.

These new standards and amendments did not have a material impact on the group’s
financial statements.

As at the date of authorization of these financial statements, the Group has not applied
the following new and revised International Financial Reporting Standards that have
been issued but are not yet effective:

IFRS 17 Insurance Contracts

IFRS 17 establishes the principles for the recognition, measurements, 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.




JERUSALEM CIGARETTE COMPANY LTD.

BETHANY/JERUSALEM

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31, DECEMBER 2021

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 130 and
103 employees as at December 31,2021 and 2020 respectively.

2- Application of new and amended International Financial Reporting
Standards

Reform of the interest rate standard - phase (2): Amendments to International
Financial Reporting Standard No. (9), International Accounting Standard No.
(39) International Financial Reporting Standard No. (7), International Financial
Reporting Standard No. (4), and International Financial Reporting Standard
No. (16):

The amendments to the standard clarify the application of hedge accounting to
benchmark exposures of alternative interest rates. Where the disclosures allow users to
understand the nature and extent of the impact of the risks arising from the reform of
the interest rate standard to which the entity is exposed to the transition from reforms
of the interest rate standard to alternative reference rates, and how the entity manages
this transition.

The amendments to the standard are appropriate for the following types of hedging
relationships, all of which extend beyond 2021:

- Fair value hedges relating to derivatives linked to LIBOR as a fair value hedge of
fixed rate debt in relation to the GBP LIBOR risk component.



JERUSALEM CIGARETTE COMPANY LTD.
BETHANY/ JERUSALEM
Statement 5
Consolidated Statement of cash flows for the year ended 31 December 2021

2021 2020

JOD JOD
Cash flows from (used in) operating activities
Profit for the year before income tax- statement 2 4,344,066 2,182,227
Adjustments:
Non-cash items:
Depreciation 684,149 647,662
Reserved for severance pay 27,960 20,359
Currency translation into JOD 512,943 (302.,4006)
Gains on disposal of financial assets - (1,169,031)
Share of results of associates (615,946) (763.,585)
Revaluation of investment properties (1,611,853)
Non-controlling interests 105,753 103,708
Changes in working capital:
Accounts receivable 1,039,925 (1,678,315)
Inventory 409,902 (131,559)
Other current assets (3,093) 605,599
Accounts payable 1,629,895 (3,161,213)
Other current liabilities (2,828,807) 2,474,080
Income tax —paid (131,742) (123,287)
Severance pay- paid (30.182) (9.901)
Net cash flows from (used in) operations 3532970 _(1.305,662)
Cash flows from (used in) investing activities
Purchases of property, plant and equipment (2,954,849) (2,030,085)
Disposal of property, plant and equipment 697 1,523
Net additions to investments (1.343.108) 4018219
Net cash flows from (used in) investing activities (4,297 260) 1,989,657
Cash flows from (used in) financing activities
Decrease in due to banks and loans 2,761 472 (967,626)
Treasury stock E (12.700)
Net cash flows from (used in) financing activities 2,761.472 (980,326)
Net increase (decrease) in cash and cash equivalents 1,997,182 (296,331)
Cash and cash equivalent, beginning of year 532817 829,148
Cash and cash equivalents end of year- note 5 2,529,999 532,817

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 2021

2021 2020

JOD JOD
Profit for the year- statement 2 4,196,350 2,098,795
Other comprehensive income:
Items that will not be reclassified to profit or loss:
Currency translation into Jordanian Dinar 512,943 (302.406)
Changes in fair value of investments 199.231 14473
Total comprehensive income for the year 4.908.524 1,810,862
Attributable to:
Owners of the company 4,826,590 1,725,567
Non-controlling interests 81,934 85.295

Total 4,908,524 1,810.862




JERUSALEM CIGARETTE COMPANY LTD.
BETHANY/ JERUSALEM

Statement 2

Consolidated Statement of profit or loss for the year ended 31 December 2021

Note 2021 2020
JOD JOD
Sales of cigarettes 70,131,947 56,928 845
Cost of sales 3] (65.915.070) (54,638,830)
Gross profit 4,216,877 2,290,015
Net revenues of leased property 23 459,918 449,577
Other revenues 24 78,501 354,404
Selling and distribution expenses 28 (652.415) 477,037)
General and administrative expenses 29 (1,737,850) (1438.214)
Other operating expenses 30 (120,951) (167,089)
Bank charges and interest (701,907) (670,558)
Other expenses 27 (135,042) (467.871)
inn dipoulof el wnd s
Revaluation of investment properties 1,499,728 -
Share of results of associates 1.414.380 849.568
Profit before income tax 4,344,066 2,182,227
Income tax expense 17 (147.716) (83.432)
Profit for the year 4,196,350 2,098.795
Attributable to:
Owners of the company 4,114,416 2,013,500
Non-controlling interests 81,934 85,295
Earnings per share 0411 0.201

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




JERUSALEM CIGARETTE COMPANY LTD.

BETHANY/ JERUSALEM
Note 2021 2020
JOD JOD
Liabilities and equity
Current liabilities
Due to banks 13 8,494,680 7,288,649
Accounts payable 14 4,653,435 3,023,540
Accruals and other credit balances 15 892,315 394,146
Cigarette banderol — Palestine- current portion 3,183,570 2,503,084
Value added tax 2,098.880 3,000,154
Board of directors expenses 245,137 189.353
Total current liabilities 19.568.017 16,398.926
Non-current liabilities
Cigarette banderol- Palestine- long term portion 1,637,153 4,799,125
Bank loans 18 2.706.227 1,150,786
Provision for severance pay 16 556,062 464.198
Total non-current liabilities 4 442 6,414,109
Total liabilities 24,467 459 22,813,035
Equity
Share capital 19 10,000,000 10,000,000
Treasury stock (1,223,249) (1,223,249)
Statutory reserve 20 3477373 3,042,966
Voluntary reserve 4,672,098 4,672,098
Retained earnings 21 3,213,106 (372,817)
Investments revaluation to fair value reserve 733,737 534,506
Currency translation into Jordanian Dinars 1.538.432 1.025.489
Total equity attributable to parent 22,411,497 17,678,993
Non-controlling interests 3.840.189 3,652,502
Total equity 26,251,686 21,331.495
Total liabilities and equity 50,719,145 44,144,530

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 2021

Note 2021 2020
JOD JOD
Assets
Current assets
Cash and cash equivalents 5 2,529,999 532,817
Accounts receivable 6 10,043,192 11,083,117
Inventory 7 5,511,126 5,921,028
Other debit balances 8 202,238 199,145
Income tax 17 502915 518.889
Total current assets 18,789,470 18,254,996
Non- current assets
Property, plant and equipment 12 15,321,101 9,725,590
Right of use assets 19,153 -
Investment property 9 9,266 445 9,836,714
Financial notes 11 1,577,547 1,423,685
Financial assets at fair value through other 10 5745429 4.903.545

comprehensive income
Total non-current assets 31.929.675 25.889.534
Total assets 50,719,145 44,144,530




A Correspondent of Crowe Horwath International
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Certified Public Accountants

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.

Maayah & Co.

C(q Wf/LM

la S. Maayah, CPA Ramallah on March 30, 2022

icense no. 167
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Certified Public Accountants

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:

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.

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.

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 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.
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Certified Public Accountants

. Investments in companies shares:

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.

. Property, plant and equipment:

We reviewed the transactions additions of property, plant and equipment and made sure that
they were registered in the name of the company.

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.

The 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.
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Independent Auditors' Report

To the Shareholders of
Jerusalem Cigarette Company Ltd.

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, 2021, 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 2021 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:
. 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.



Investments

During the year 2021, the Company increased its investments in its subsidiary Rift
Valley for Development and Investment “Rift Valley”. As of December 31, 2021, the
Company’s share of Rift Valley is 60.5% directly and 25% through its investment in
Arab Investor Company PLC totaling 85% of the total share issues and outstanding share
capital of Rift Valley.

The Company increased its investment in non-tobacco based companies for diversification
purposes and risk mitigation arising from the tobacco industry in general. Rift Valley
acquired over 600,000 sq. m. of arable land in the Jordan Valley. Even though the lands are
stated at historical cost on the face of the financial statements, their current value has more
than doubled since acquisition date. The investment in land was followed by intensive
capital expenditure on Date Palm trees, greenhouses, and infrastructure aimed at providing
post-harvest services. The Company has intensified its investment in agricultural activities,
post-harvest services, as well as energy and water management and sourcing.

JCC strives to continue its growth in both its core activities as well as achieve a promising
return on investment on new investments in the upcoming years. The aim of the recent
corporate restructuring is to increase the efficiency and cost effectiveness of its operations
as well as diversify the Company’s investment portfolio to mitigate uncontrollable risk
factors attributed to its core business.

(N.B. 1JOD = 1.4 USD).

Bethany - Jerusalem ‘“ Mohammad Ali” Mustafa Alami, Ph.D.
28™" March, 2022 Chairman of the Board of Directors
Jerusalem Cigarette Co. Ltd.




JERUSALEM CIGARETTE COMPANY LTD.
BETHANY - JERUSALEM

Management’s Discussion and Analysis
of Financial Condition and Results of Operations

The following discussion should be read in conjunction with the consolidated financial statements and
accompanying notes included in the annual financial report for the year ended December 31, 2021 .

Fiscal Year Highlights
Financial Position

The Company’s management continued its successful implementation of the financial
recovery plan, set out in prior years, to reverse the impact of the financial difficulties faced
during the cigarettes contraband crisis the Company faced in recent years. Management
has successfully rescheduled all outstanding loans to Government institutions, namely the
Ministry if Finance, and has met all of its bank obligations. The Company has not defaulted
on payment of its liabilities and does not expect to do so in the future. Furthermore, to
mitigate risk of default, the Company currently prepays all custom duties on Cigarettes
which constituted its largest liability in prior years.

During the financial year 2021, Management was able to secure enough operating cash
flow through overdraft facilities which couldn’t have been obtained without the Company’s
good credit.

Results of ration:

The Company’s revenues are composed of sales of manufactured cigarettes, imported
cigarettes and other tobacco products, and services. There was considerable increase in the
Company’s manufacturing capability and revenues during 2021. Sales revenues increased
by 23% due as a result of the 15% increase in cigarette sales and 54% increase in sales from
imported other tobacco product.

The Company’s cost of sales increased by 21% mainly as a result of the increase in revenues.
The gross profit percentage in 2021 was 6% compared to 4% in 2020.

There was a significant increase in total operating expenses in 2021 compares to 2020
due to 37% increase in sales and marketing expenses and 21% increase in General and
Administrative expenses. The former is due to increase in sales activities, employee raises
and bonuses as a result of the increase in cost of living, increase in professional fees due
to a new software implementation, and increase in overall prices of goods and services.

Income before income tax increased by 97% in 2021 compared to the year 2020 mainly due
to the JOD1.5 million gain on change in fair value of land and JOD 5.6 million increase in
revenues from related party results. JCC’s share of the net consolidated revenues for the
year 2021 was JOD4.1 million.



JERUSALEM CIGARETTE COMPANY LTD.
JERUSALEM

THE GENERAL SHAREHOLDERS MEETING
JCC Main Office

Monday, June 13* 2022

Agenda:
1. Presentation of the Board of Director’s report for the year ending 31 December
2021 for approval by the General Shareholders Meeting.
2. External Auditor’s report for the year 2021.

3. Presentation of the financial statements for the year 2021 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 2022.
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