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Note 12 2004 2003

Creditors

Creditors (Trade) 7,198,859 9,907,898

Banderolle 16,360,765 17,139,127

Other Creditors 6,652,673 2,210,437

VAT 3,558,484 3,090,551

33,770,781 32,348,013

Note 13

Income Tax Account

Balance B/Fwd 1% Jan. 2004 1,646,206 705,191

Allocated This Year 1,630,413 941,015
3,276,619 1,646,206

Less Paid This Year 1,990,000 -

Balance Due 31* Dec. 2004 1,286,619 1,646,206

Note 14

Accruals

Salaries 750,075 660,523

Creditors 399,980 41,553

Directors Fees 248,864 408,827
1,398,919 1,110,903

Note 15

Investment Provision

Balance B/Fwd 1* Jan. 2004 9,010,661 7,010,661

Transfer from Voluntary Reserve - 2,000,000
9,010,661 9,010,661

Allocation for Year 2,279,858 -

Balance C/Fwd 31* Dec. 2004 11,290,519 9,010,661

Note 16

Reserves

Mandatory Reserve B/Fwd

1% Jan. 2004 9,658,170 9,658,170

Balance C/Fwd 31* Dec. 2004 9,658,170 9,658,170

Note 17

Reserves

Voluntary Reserve B/Fwd

1% Jan. 2004 9,227,463 10,753,838

Transfer to Investment Provision - 2,000,000
9,227,463 8,753,838

Allocation for Year 2,076,779 473,625

Balance C/Fwd 31* Dec. 2004 11,304,242 9,227,463
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Note 6

On the 7% of July 2005, The Board of Directors of United Company for Cigarettes and
Tobacco declared a dividend for the Financial Year 2004. Jerusalem Cigarette Company

received NIS 2,250,000 (Net of Tax)

Note 7 2004 2003

Taxable Profit 8,152,064 4,705,075

Income Tax Payable @ 20% 1,630,413 941,015

Note 8

Fixed Assets as at Land & Fixtures & Plant & Motor Total

31t December 2004 Buildings Fittings Machinery Vehicles

Cost

B/Fwd 1% Jan. 2004 11,240,763 3,087,708 | 33,372,267 3,113,563 | 50,814,301

Additions 39,038 230,305 729,769 51,282 1,050,394

Less: Sales 97,744 259,546 357,290

Total 11,279,801 3,220,269 | 34,102,036 2,905,299 | 51,507,405

Depreciation

B/Fwd 1% Jan. 2004 1,538,041 2,336,492 | 25,410,989 1,882,792 | 31,168,314

This Year 198,518 270,464 1,495,217 392,875 2,357,074

Less: Sales 117,345 117,345

Total 1,736,559 2,606,956 | 26,906,206 2,158,322 | 33,408,043

Net Book Value 9,543,242 613,313 7,195,830 746,977 | 18,099,362

Note 9 2004 2003

Debtors

Debtors (Trade) 1,147,876 857,970

Possible Bad Debts 375,958 375,958

Other Debtors 6,565,544 7,350,487

8,089,378 8,584,415

Note 10

Stocks

Raw Materials 18,082,928 16,294,209

Work In Progress 920,904 886,338

Banderolle 1,381,560 473,401

Finished Goods 4,549,255 3,745,403
24,934,647 21,399,351




Notes on Accounts

Note 1 2004 2003
Factory Staff Salaries 4,362,311 4,485,415
Factory Staff Compensation 632,829 553,923
4,995,140 5,039,338
Note 2
Spare Parts 519,262 737,277
Factory Overheads 475,815 377,078
Protective Clothing - 2,902
995,077 1,117,257
Note 3
Administrative Staff Salaries 3,141,311 3,174,707
Administrative Staff Compensation 2,421,910 2,186,275
Transport Staff Salaries 326,545 496,447
Transport Staff Compensation 4,570 -
Sales Staff Salaries 4 661,851
Sales Staff Compensation - 207,564
5,894,336 6,726,844
Note 4
Promotional Cigarettes 218,558 402,086
Other Promotional Items 22,866 3,926
241,424 406,012
Note 5
Sale of Investments 2,807,586 -
Cost of Investments 1,389,288 =
Gain on Sale of Investments 1,418,298 -
Dividend Received - 247911
Loss/Gain on Sale of Assets (114,057) 427
Total Non Trading Income 1,304,241 248,338




Balance Sheet as at 31 December 2004

Description Notes 2004 2003

Fixed Assets NIS NIS

Land Buildings & Equipment 8 18,099,362 19,636,986

Other Assets 144,999 819,791
18,244,361 20,456,777

Current Assets

Debtors 9 8,089,378 8,584,415

Stocks 10 24,934,647 21,399,351

Investments 11 60,883,671 58,849,351

Advance Payments 5,580 191,965
93,913,216 89,025,082

Total Assets 112,157,577 109,481,859

Current Liabilities

Cash & Bank Balances 1,873,813 4,297,005

Creditors 12 33,770,781 32,348,013

Income Tax Liability 13 1,286,619 1,646,206

Loans - 514,455

Unpaid Dividend 2,706,296 2,330,200

Employees Compensation 1,897,467 2,368,032

Accruals 14 1,398,919 1,110,903

Total Liabilities 42,933,895 44,614,814

Net Assets 69,223,682 64,867,045

Capital & Reserves

Share Capital 29,970,751 29,970,751

Dividend 7,000,000 7,000,000

Investment Provision 15 11,290,519 9,010,661

Reserves - Mandatory 16 9,658,170 9,658,170

Reserves - Voluntary 17 11,304,242 9,227,463

Total Capital & Reserves 69,223,682 64,867,045

Total Liabilities & Capital/Reserves 112,157,577 109,481,859




Profit & Loss Statement Year Ended 315t December 2004

Description Notes 2004 2003
NIS NIS
Sales to Trade 249,783,393 236,021,699
Banderolle (Excise) 202,606,161 192,494,850
Net Sales 47,177,232 43,526,849
Raw Material Costs 19,073,430 16,469,186
Gross Profit 28,103,802 27,057,663
Expenses
Factory Salaries 1 4,995,140 5,039,338
Factory Expenses 2 995,077 1,117,257
5,990,217 6,156,595

Trading Profit 22,113,585 20,901,068
Overheads
Salaries 3 5,894,336 6,726,844
Transport Costs & Maintenance 463,154 944,679
Postage, Telecommunications &
Stationery 414,260 778,200
Power, Water & Sewage 714,313 660,234
Bank Interest & Charges 1,258,158 1,650,123
Insurance 986,732 620,350
Donations 146,181 132,830
Distribution Costs 289,838 856,986
Travel Costs 363,126 290,400
Depreciation 2,357,074 2,453,489
Promotional Costs 4 241,424 406,012
Amortisation 480,521 61,661
Warehouse Rental 11,040 33,315
Audit, Legal& Professional Fees 502,782 469,491
Miscellaneous 106,341 115,440
Advertising 12,647 4,365
Property Repairs 83,900 198,099

14,325,827 16,402,518
Net Trading Profit 7,787,758 4,498,550
Rental Income 364,306 206,525
Net Profit 8,152,004 4,705,075
Non Trading Income 5 1,304,241 248,338
Total Profit 9,456,305 4,953,413
United Dividend 6 2,250,000 2,700,000
Profit for Disposal 11,706,305 7,653,413
Income Tax Provision 7/ 1,630,413 941,015
Dividend 7,000,000 7,000,000
Voluntary Reserves 2,076,779 473,625
Investment Provision 2,279,858 -
Directors Fees & Expenses 50,738 51,392
Compensation Provision (1,331,483) (812,619)

11,706,305

7,653,413

4




The Palestinian economy continued to suffer the damaging effects of Israeli occupation
and the severe restrictions imposed on movements of people and goods. The discrepancies
between the Israeli and the Palestinian economies remain as wide and as debilitating as
ever; the GDP/capita recorded in 2003 was US$ 19,800 for the average Israeli and a mere
US$ 730 for the Palestinian. Yet, both Israeli and Palestinian consumers are subjected to the
same excise and other tariffs, the same value added tax rate and similar tax structures

The magnitude of the problem for the Palestinian consumer may be illustrated by considering
the annual cost to the smoker. In mid-2005 this cost is estimated at no more than 4% of the
annual income of the average Israeli but a staggering 90% of the corresponding income
for the average Palestinian. It is noteworthy that the minimum excise and VAT paid by
the consumer for a packet of 20 cigarettes has risen by 50% between 2002 and mid-2005.
These tariffs and rates are almost always set by the Israeli side.

The excessive taxation of cigarettes within the Palestinian Areas has greatly encouraged
cigarette smuggling and the adoption of roll-your-own of untaxed raw tobacco. A survey
conducted early in 2005 has shown the contraband cigarettes to constitute no less than 25%
of the West Bank market and an estimated higher proportion within the Gaza Strip. This
phenomenon has had a marked adverse effect not only on the legally marketed cigarettes
but also significantly reduced the already low income of the Palestinian Authority. By the
end of 2004 intensive discussions were being held with the Palestinian Excise and Tax
Authority with the aim of confronting this serious problem.

Despite the excessive taxation, the severe competition posed by legally imported brands and
the flood of smuggled cigarettes and untaxed tobaccos, the Jerusalem Cigarette Company
was able to improve its performance in 2004 in comparison to those results achieved in
2003.

Industrial production costs in 2004 were lower than those of 2003. Raw material costs
however rose in 2004 to reflect both world prices and currency fluctuations. The company
imports most of its raw materials including all of its tobacco. Overheads in 2004 were
noticeably lower than those for 2003, reflecting in part the continuous efficiency drive and
the company’s improving cash flow. It is noteworthy that most of the company’s sales are
in cash as a result of the direct sales method adopted few years ago. The company has no
long term debt’s and the cost of its overdraft facilities in 2004 is the lowest recorded over
the last eight years.

The board of Directors has decided to distribute a dividend to its shareholders of one NIS
per share as on 14" July 2005. The Board is confident that given the intense efforts and
measures currently being taken by the Palestinian Excise and Tax Authority to confront
cigarette smuggling a further improvement in the financial performance of the company
will be made in the current year.
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