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Note 15 2003 2002

Reserves

Mandatory Reserves B/fwd 1st January 2003 9,658,170 9,658,170

Balance C/fwd 31st December 2003 9,658,170 9,658,170

Note 16

Reserves

Voluntary Reserve B/fwd 1st January 2003 10,753,838 9,415,778

Transfer To Investment Provision 2,000,000 -
8,753,838 9,415,778

Allocation For Year 473,625 1,338,060

Balance C/fwd 31st December 2003 9,227,463 10,753,838

The Board of Directors agreed at the Board Meeting on the 30th of June 2004 to recommend to the shareholders
that NIS 2 million be transferred to the Investment Provision account. It was also agreed to recommend that NIS

473,625 be allocated to the Voluntary Reserve from the profit of 2003




Note 11 % PAID 2003 2002
Investments As At 31st December 2003
Name
1. Arab Investors Co. 100% 25,485,118 25,210,986
2. Arabcare Medical Services 100% 17,759,041 17,759,041
3. Azhar Co. 100% 1,864,400 1,864,400
4. Abu Qash Land 100% 1,979,330 1,979,330
5. Al- Jandool Trading & Distribution Co. 100% 415,650 415,650
6. Padico 67% 1,736,648 2,587,839
7. Al Quds Bank 100% 2,484,825 2,484,825
8. Palestine Construction Co. 100% 1,524,000 1,524,000
9. Al Mashriq Insurance Co. 67% 969,498 969,498
10. Palestine Industrial Co. 100% 287,550 287,550
11. Al Quds Investment & Construction Co. 100% 287,870 287,870
12. Al Mashriq Co. For Research & Studies 100% 32,400 32,400
13. Arab Cement Co. 100% 29,000 29,000
14. JCC (Jerusalem) Ltd. 100% 199,999 199,999
15. United Company For Cigarettes & 28% 1,405,000 1,405,000
Tobacco
56,460,329 57,037,388
Note 12
Creditors
Creditors (Trade) 9,907,898 8,972,657
Bandarol 17,139,127 25,469,840
Other Creditors 2,210,437 3,187,048
V.A.T. 3,090,551 3,749,905
32,348,013 41,379,450
Note 13
Income Tax Account
Balance B/fwd 1st Jan 2003 705,191 (859,954)
Allocated This Year 941,015 1,965,145
1,646,206 1,105,191
Less Paid This Year - 400,000
Balance Due 31st Dec 2003 1,646,206 705,191
Note 14
Accruals
Salaries 660,523 486,403
Creditors 41,553 95,424
Directors Fees 408,827 368,693
1,110,903 950,520




Note 8

Fixed Assets As At 31st LAND & FIXTURES & PLANT & MOTOR TOTAL

December 2003 BUILDINGS FITTINGS MACHINERY VEHICLES

Cost

B/fwd 1st Jan 2003 10,823,915 2,794,049 33,362,432 3,034,930 | 50,015,326

Additions 2,805,869 293,659 9,835 78,633 3,187,996

Total 13,629,784 3,087,708 33,372,267 3,113,563 | 53,203,322

Depreciation

B/fwd 1st Jan 2003 1,337,246 2,057,244 23,835,330 1,494,006 | 28,723,826

This Year 200,795 288,249 1,575,659 388,786 2,453,489

Total 1,538,041 2,345,493 25,410,989 1,882,792 | 31,177,315

Net Book Value 12,091,743 742,215 7,961,278 1,230,771 | 22,026,007

Note 9 2003 2002

Debtors

Debtors (Trade) 857,970 2,800,135

Possible Bad Debts 375,958 375,958

Other Debtors 7,350,487 2,864,757

8,584,415 6,040,850

Note 10

Stocks

Raw Materials 16,294,209 20,821,808

‘Work In Pl‘Ogl‘eSS 886.338 646.806

Bandarol 473,401 7,959,461

Finished Goods 3,745,403 5,311,282
21,399,351 34,739,357




NOTES ON ACCOUNTS

Note 1 2003 2002
Factory Staff Salaries 4,485,415 4,772,121
Factory Staff Compensation 553,923 582,908
5,039,338 5,355,029
Note 2
Spare Parts 737,277 794,199
Factory Overheads 377,078 508,447
Protective Clothing 2,902 12,967
1,117,257 1,315,613
Note 3
Administrative Staff Salaries 3,174,707 4,863,981
Administrative Staff Compensation 2,186,275 1,685,853
Transport Staff Salaries 496,447 502,289
Transport Staff Compensation - -
Sales Staff Salaries 661,851 3,039,268
Sales Staff Compensation 207,564 245,865
6,726,844 10,337,256
Note 4
Promotional Cigarettes 402,086 391,707
Other Promotional Items 3,926 5,236
406,012 396,943
Note 5
Dividend Received 247911 214,346
Sale of Assets 427 171
Total Non Trading Income 248,338 214,517

Note 6

On the 30th of June 2004, the Board of Directors of United Company for Cigarettes and Tobacco Declared a
Dividend for the Financial Year 2003. Jerusalem Cigarette Company Received NIS 2,700,000 (net of tax)

Note 7

Taxable Profit
Income Tax Payable @ 20%

2003 2002
4,705,075 9,825,727
941,015 1,965,145




Balance Sheet As At 31st December 2003

Fixed Assets
Land Buildings & Equipment

Other Assets

Current Assets
Debtors

Stocks
Investments

Advance Payments

Total Assets

Current Liabilities

Cash & Bank Balances
Creditors

Income Tax Liability
Loans

Unpaid Dividend
Employees Compensation
Accruals

Total Liabilities

Net Assets

Capital & Reserves
Share Capital

Dividend

Investment Provision
Reserves - Mandatory
Reserves - Voluntary
Total Capital & Reserves

Total Liabilities & Capital/
Reserves

Notes

10
11

12
13

14

15
16

2003 2002
NIS NIS
22,026,007 21,523,039
819,791 -
22,845,798 21,523,039
8,584,415 6,040,850
21,399,351 34,739,357
56,460,329 57,037,388
191,965 -
86,636,061 97,817,595
109,481,859 119,340,634
4,297,005 2,015,252
32,348,013 41,379,450
1,646,206 705,191
514,455 5,063,169
2,330,200 1,778,618
2,368,032 3,062,494
1,110,903 950,520
44,614,814 | 54,954,694
64,867,045 64,385,940
29,970,751 29,970,751
7,000,000 6,992,520
9,010,661 7,010,661
9,658,170 9,658,170
9,227,463 10,753,838
64,867,045 64,385,940
109,481,859 119,340,634




Profit & Loss Statement Year Ended 31st December 2003

2003 2002
Notes NIS NIS
Sales Trade 257,306,536
Bandarol (Excise) 236,021,699 192,494,850 203,087,323
Cost Of Sales 43,526,849 54,219,213
Raw Material Costs 16,469,186 16,913,036
Gross Profit 27,057,663 37,306,177
Expenses
Factory Salaries 5,039,338 5,355,029
Factory Expenses 2 1,117,257 1,315,613
6,156,595 6,670,642
Trading Profit 20,901,068 30,635,535
Overheads
Salaries 3 6,726,844 10,337,256
Transport Costs & Maintenance 944,679 1,932,729
Postage, Telecommunications & Stationery 778,200 726,429
Power, Water & Sewage 660,234 562,373
Bank Interest & Charges 1,650,123 1,578,088
Insurance 620,350 573,187
Donations 132,830 216,862
Distribution Costs 856,986 718,128
Travel Costs 290,400 313,500
Depreciation 2,453,489 2,662,954
Promotional Costs 4 406,012 396,943
Amortisation 61,661
Warehouse Rental 33,315 157,367
Audit & Legal & Professional Fees 469,491 530,871
Miscellaneous 115,440 110,991
Advertising 4,365 11,088
Property Repairs 198,099 151,303
16,402,518 20,980,069
Net Trading Profit 4,498,550 9,655,466
Rental Income 206,525 170,261
Net Profit 4,705,075 9,825,727
Non Trading Income 248,338 214,517
United Dividend 2,700,000
Profit For Disposal 7,653,413 10,040,244
Income Tax Provision 7 941,015 1,965,145
Dividend 7,000,000 6,992,520
Voluntary Reserves 473,625 1,338,060
Directors Fees & Expenses 51,392 55,193
Compensation Provision (812,619) (310,674)
7,653,413 10,040,244




The Jerusalem Cigarette Company continued to rely on its subsidiary,
The United Company For Cigarettes & Tobacco Ltd., for distributing
and marketing its products. The subsidiary maintains staffed depots
in major Palestinian towns and runs a fleet of distribution teams
which supply villages on a daily basis. Another subsidiary, "JCC,
Jerusalem", was utilized to distribute and sell in areas subjected to
Israeli tax laws.

The local currency, the NIS, stabilised in value viz-a-viz the US
dollar in 2003. However, due to the decline of it’s value with respect
to the Euro (14%) and the British Sterling (8%), the company
incurred a loss of NIS 0.75 million in the cost of its imported raw
materials in comparison to 2002 costs. Due to the tight control over
other expenses, particularly the wage bill, overall costs in 2003

remained comparable to those of the previous year.

The financial condition of the company continued to improve for
the third consecutive year. By the end of 2003, the company paid
all its loans and reduced its dependence on overdraft banking
facilities to less than a quarter of what it stood at few years ago.
The total liabilities of the Company have been steadily reduced for
the fourth consecutive year. The company also continued the policy
of maintaining a fully paid stock of raw materials that exceed its

requirements for one year of production.

The financial statements, Balance Sheet, Profit and Loss and
relevant notes for 2003 are shown. Comparative figures for 2002
are included. The company succeeded in achieving a pre- tax profit
of NIS 4.7 million for 2003. This is in addition to the NIS 2.7
million (after tax) being its share of the profits distributed by the
United Company. These results are satisfactory when considering
the prevailing conditions. The Board of Directors has therefore
recommended that dividends of NIS 1 (One only) be paid per share,

to its shareholders.



The Jerusalem Cigarette Company Ltd.

P.0.Box 19594 Jerusalem 91199
Tel 02-2799777, Fax 02-2799770
inform@jerucig.com

SUMMARY OF ANNUAL REPORT
2003

Conditions in The West Bank and The Gaza Strip continued to
deteriorate in 2003 for the third consecutive year. Incursions by the
Israeli Army into Palestinian towns and villages and the consequent
dislocation of normal civilian life became all too frequent. Travel
within the Palestinian areas continued to be extremely difficult and
often hazardous. The sustained actions of the Israeli Army resulted
in a severe curtailment of the capability of the Palestinian Authority

to carry out its administrative and civilian duties.

The smuggling of foreign made cigarettes and the proliferation of
the sale of untaxed loose tobacco in the Palestinian market continued
unabated in 2003. Smuggled brands, made in Egypt, Europe and the
United States were readily available at a fraction of the price of their
taxed counterparts. This must have had an adverse effect on the
official distributors, but nevertheless, could only boost the total sale
of these brands. Accordingly, unit sales of the JCC’s brands showed
some decline in 2003, which followed a previous decline in 2002 for
the same reasons. It is noteworthy that the loss in excise and VAT
revenues to the Palestinian Authority is estimated to exceed NIS 45

million per year, due to the decline in sales of JCC brands alone.



