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Note 11 2005 2004

Creditors

Creditors (Trade) 12,125,033 7,198,859

Bandarol 18,208,250 16,360,765

Other Creditors 5,575,711 6,652,673

V.A.T. 3,229,420 3,558,484
39,138,414 33,770,781

Note 12

Income Tax Account

Balance B/Fwd 1% Jan 2005 1,286,619 1,646,206

Allocated This Year 1,393,758 1,630,413

2,680,377 3,276,619

Less Paid This Year - 1,990,000

Balance Due 31% Dec 2005 2,680,377 1,286,619

Note 13

Accruals

Salaries 799,992 750,075

Creditors 653,911 399,980

Directors Fees 195,210 248,864

1,649,113 1,398,919

Note 14

Reserves

Mandatory Reserves B/Fwd

1% January 2005 9,658,170 9,658,170

Balance C/Fwd 31 December 2005 9,658,170 9,658,170

Note 15

Reserves

Voluntary Reserve B/Fwd

1% January 2005 11,304,242 9,227,463

Transfer To Investment Provision -
11,304,242 9,227,463

Allocation For Year - 2,076,779

Balance C/Fwd 31 December 2005 11,304,242 11,304,242




Note 10

Investments as at 31t December 2005

NAME ORIGINAL COST AMOUNT PAID VALUE
NIS $ JD $ JD NIS
1. Arab Investors CO. 6,195,286 6,195,286 27,567,437
2. Arabcare Medical Services 4,252,900 4,252,900 17,759,041
3. Azhar Co. 433,581 433,581 1,864,400
4. Abu Qash Land 443,571 443,571 1,979,330
5. Al- Jandool Trading &

Distribution Co. 127,500 127,500 415,650
6. Padico 2,000 2,000 8,347
7. Al Quds Bank 875,050 875,050 3,290,250
8. Palestine Construction Co. 450,000 450,000 2,484,000
9. Al Mashriq Insurance Co. 293,333 293,333 1,085,462
10.Palestine Industrial Co. 20,000 20,000 85,200
11.Al Quds Investment &

Constrution Co. 53,100 53,100 287,870
12.Al Mashriq Co. for Research & Studies 7,500 7,500 32,400
13.Arab Concrete Co. 5,000 5,000 29,000
14.Jcc (Jerusalem) Ltd. 199,999 199,999
15.United Cigarette & Tobacco Co. 900,000 900,000 5,058,000
16.Surda Land 500,000 500,000 2,389,020
17.Al Rafah Micro Finance Bank 63,852 63,852 302,658
18.Quality Cigarette & Tobacco Co. 26,315 26,315 120,002

199,999 1,594,717 13,054,271 1,594,717 13,054,271 64,958,066
Less Investment Provision 13,488,099
199,999 1,594,717 13,054,271 1,594,717 13,054,271 51,469,967




Note 7

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

31t December 2005 Buildings Fittings Machinery Vehicles

Cost

B/Fwd 1st Jan 2005 11,279,801 3,220,269 | 34,102,036 2,905,299 | 51,507,405

Additions 158,118 311,091 269,904 863,248 1,602,361

Less Sales 12,821 71,197 84,018

Total 11,437,919 3,518,539 | 34,371,940 3,697,350 | 53,025,748

Depreciation

B/Fwd 1st Jan 2005 1,736,559 2,606,956 | 26,906,206 2,158,322 | 33,408,043

This Year 263,391 225,255 1,328,609 268,733 2,085,988

Less Sales 45,556 45,556

Total 1,999,950 2,832,211 28,234,815 2,381,499 | 35,448,475

Net Book Value 9,437,969 686,328 6,137,125 1,315,851 17,577,273

Note 8 2005 2004

Debtors

Debtors (Trade) (733,515) 1,147,876

Possible Bad Debts 375,958 375,958

Other Debtors 7,888,533 6,565,544

7,530,976 8,089,378

Note 9

Stocks

Raw Materials 17,841,658 18,082,928

Work In Progress 737,388 920,904

Bandarol 13,940,132 1,381,560

Finished Goods 7,095,420 4,549,255
39,614,598 24,934,647




Notes on Accounts

Note 1 2005 2004
Factory Staff Salaries 4,861,325 4,362,311
Factory Staff Compensation 493,998 632,829
5,355,323 4,995,140
Note 2
Spare Parts 1,792,480 519,262
Factory Overheads 1,042,294 475,815
Protective Clothing 6,971
2,841,745 995,077
Note 3
Administrative Staff Salaries 3,438,444 3,141,311
Administrative Staff Compensation 1,892,124 2,421,910
Transport Staff Salaries 420,125 326,545
Transport Staff Compensation 112,330 4,570
5,863,023 5,894,336
Note 4
Promotional Cigarettes 309,852 218,558
Other Promotional Items 31,528 22,866
341,380 241,424
Note 5
Sales Investments 1,227,814 2,807,586
Cost Investments 548,271 1,389,288
Gain On Sales Of Investments 679,543 1,418,298
Dividend Received 145,164
Loss On Sale Of Assets 114,057
Total Non Trading Income 824,707 1,304,241
Note 6
Taxable Profit 9,291,719 8,152,064
Income Tax Payable @ 15% 1,393,758 1,630,413




Balance Sheet as at 31% December 2005

Fixed Assets Notes 2005 2004
NIS NIS
Land Buildings & Equipment 7 17,577,273 18,099,362
Other Assets - 144,999
17,577,273 18,244,361
Current Assets
Debtors 8 7,530,976 8,089,378
Stocks 9 39,614,598 24,934,647
Investments 10 51,469,967 49,593,152
Advance Payments 187,082 5,520
98,802,623 82,622,697
Total Assets 116,379,896 100,867,058
Current Liabilities
Cash & Bank Balances 9,748,727 1,873,813
Creditors 11 39,138,414 33,770,781
Income Tax Liability 12 2,680,377 1,286,619
Unpaid Dividend 3,319,547 2,706,296
Employees Compensation 1,910,555 1,897,467
Accruals 13 1,649,113 1,398,919
Total Liabilities 58,446,733 42,933,895
Net Assets 57,933,163 57,933,163
Capital & Reserves
Share Capital 29,970,751 29,970,751
Dividend - 7,000,000
Retained Profit 7,000,000 =
Reserves - Mandatory 14 9,658,170 9,658,170
Reserves - Voluntary 15 11,304,242 11,304,242
Total Capital & Reserves 57,933,163 69,223,682
Total Liabilities
& Capital/Reserves 116,379,896 100,867,058




Profit & Loss Statement Year Ended 31% December 2005

Description Notes 2005 2004
NIS NIS
Sales Trade 274,380,438 249,783,393
Bandaroll (Excise) 215,131,008 202,606,161
Net Sales 59,249,430 47,177,232
Raw Material Costs 27,402,134 19,073,430
Gross Profit 31,847,296 28,103,802
Expenses
Factory Salaries 1 5,355,323 4,995,140
Factory Expenses 2 2,841,745 995,077
8,197,068 5,990,217
Trading Profit 23,650,228 22,113,585
Overheads
Salaries 3 5,863,023 5,894,336
Transport Costs & Maintenance 745,627 463,154
Postage, Telecommunications
& Stationery 581,051 414,260
Power, Water & Sewage 1,120,994 714,313
Bank Interest & Charges 1,022,318 1,258,158
Insurance 576,894 986,732
Donations 171,806 146,181
Distribution Costs 616,481 289,838
Travel Costs 304,260 363,126
Depreciation 2,085,988 2,357,074
Promotional Costs 4 341,380 241,424
Amortisation - 480,521
Warehouse Rental 105,167 11,040
Audit, Legal & Professional Fees 291,872 502,782
Miscellaneous 170,393 106,341
Advertising 110,839 12,647
Commission 49,388 -
Property Repairs 202,341 83,900
14,359,822 14,325,827
Net Trading Profit 9,290,406 7,787,758
Rental Income 1,313 364,306
Net Profit 9,291,719 8,152,064
Non Trading Income 5 824,707 1,304,241
United Dividend 2,250,000
Profit for Disposal 10,116,426 11,706,305
Income Tax Provision 6 1,393,758 1,630,413
Dividend - 7,000,000
Retained Profit 7,000,000 -
Voluntary Reserves - 2,076,779
Investment Provision 2,197,580 2,279,858
Directors Fees & Expenses 53,625 50,738
Compensation Provision (528,537) (1,331,483)
10,116,426 11,706,305
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The depressed Palestinian economy continued its downward path in 2005 as a direct
consequence of the severely restrictive measures taken by the Israeli Army regarding mobility
of people and goods. Furthermore, the Palestinian consumer continued to be subjected to
the same import and excise tariffs as his Israeli counterpart. With an average income that
is less than one fourteenth of that of the Israeli, the Palestinian consumer continues to be
severely disadvantaged by these tariffs. This factor, coupled with a severely handicapped
Palestinian security-force largely explain the significant growth of the activities of cigarette
smugglers - who now control some 25% of the market.

Early in 2005, the Palestinian Excise Authority took several measures to counter cigarette
smuggling. These included arrangements for the legal sale of locally produced tobacco
and making available to the consumer a legal alternative to smuggled cigarettes. These
measures succeeded in raising the unit sales of both locally produced as well as imported
cigarettes. Consequently, there was an increase in the excise income of the Palestinian
Authority in 2005. These results though encouraging need to be augmented by further

measures currently under consideration.

Company sales in 2005 increased both in value and volume despite occasional severe
disruptions imposed by closures of the Gaza Strip and the continual flooding of the market
with smuggled cigarettes. The financial results for the year corresponded well with those
for 2004 in terms of overheads and cost of finance. A moderate increase in raw material
costs reflected fluctuations in world market prices. The reduced income from investments
in other Palestinian Companies was a measure of the precarious state of the economy.
Real and meaningful improvement can only be secured through a genuine progress in the

political process.
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