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37- Comparative figures:

December 31, 2013 amounts that are included within the consolidated statements for the
current year are incomparable to 2014 amounts because it does not include all the information
and amounts of Arab Care medical services company, since this is the first year that the
company consolidates this subsidiary after the subsidiary decreased its share capital against
the cumulative losses, and hence the ownership percentage of the company and one of its
subsidiaries has become 50.15% in Arab Care share capital
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(1) Credit risk: financial assets that may expose the company to credit risk are accounts
receivable both trading and due from related parties. Management believes that
reducing the exposure to risks arising from accounts receivable is achieved through
cash payments and outstanding checks.

(i1) Interest rate risk: the company is exposed to interest rate risks because it has bank
overdraft at an interest rate of 5%- 9%, in addition to borrowing from local banks at
interest of LIBOR one month in addition to 1.75%- 4.50% with a minimum rate of 5%
and this leads to paying high interest rates.

(iii) Liquidity risk: liquidity risk is the inability of the company to provide the necessary
funding to fulfill its obligations on due dates. To reduce these risks, management tends
to diversify its finance sources, wisely manages its assets and liabilities deadlines and
tries to maintain a sufficient balance of cash and cash equivalents.

(iv) Shares prices risk: this risk arises from the change in fair market value of
investments in companies’ shares. To mitigate this risk, management tends to diversify
its investments in several geographical areas and economic sectors.

(v) Exchange rate risk: the company is exposed to the exchange rate risks because
its purchases of tobacco and raw materials are in foreign currencies: USD, Euro and
Sterling pound, while its sales are linked to ILS.

(vi) Increase of tariffs risk: the company is exposed to the risk of increases in tariffs on
locally produced cigarettes as determined by department of customs and tariffs, which
affects its sales because the majority of its customers are from the low and middle class,
and this leads these classes to switch to illegal cigarette purchases that are much cheaper.

36- Operating condition:

During the year, the company continued to operate according to the emergency plan that
was adopted by the board in coordination with the workers committee as a result of the
Ministry of Finance’s decision to levy tariffs on the tariff-reduced brand (Victory). This
included decreasing work hours and days and paying salaries according to the time worked
and cancelling some previously granted privileges from senior management and staff.

The company is currently working on new brands, which will be marketed within the
second half of 2015 and which the company expects to reach the break-even point.

During the year, the company sold its property in Abu-Qash as mentioned in note (7) (1)
in order to settle the bank loans and reduce the overdraft in addition to other obligations.

The company is critically reviewing its investments in subsidiaries and associates to
maintain its continuity and achieve better returns.



(1) Each Board member receives seven hundred and fifty JOD as remuneration from net
profit after income tax in addition to ten thousand USD as an allowance for transportation
and other expense. The board did not receive or charge any remuneration or allowance for
transportation or other expenses in 2014.

33- Segment information:

The operating segments of the company are cigarette production, management of
unconsolidated subsidiaries and associates, investments in shares and property as well as
leased and not leased property of which the results were as follows:

. Management Ly
Statement Production fee . and Total 2014  Total 2013
investments
JOD JOD JOD JOD 1[0)))
Revenues 54490332 75707 4292393 58858432 98044668
Cost of sales (53970675) - - (53970675) (92816500)
Other revenues 399414 - 842 400256 54979
Agmlsiie (1626290) - (145732) (1772022)  (2680768)
expenses
Selling expenses (518592) - - (518592) (829539)
Financing cost (632518) - - (632518) (512535)
Other expenses (45529) (66930) (4743443)  (4855902) (539141)
Profit (loss) for the year  (1903858) 8777 (595940)  (2491021) 721164

34- Geographical information:

The company and its subsidiaries operate in Palestine including Jerusalem as well as Israel
and have an investment in Canada.

35- Financial instruments:
a. Capital management:

The company manages its capital to ensure its ability to continue as a going concern while
maximizing the return to stareholders. The company’s overall strategy remains unchanged
from the previous year.

The capital structure of the company consists of equity, which comprise issued capital,
reserves, and retained earnings (losses) in addition to loans after deducting cash and cash
equivalents.

* The company is not subject to any externally imposed capital requirements.

b. Risk management:

Risk management is based on information that can hinder the company’s ability to reach its
goals due to its presence in an unstable political environment which has a direct impact on
the company’s activities.
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31- Other manufacturing expenses:

2014 2013

JOD A[0)))

Materials consumed in production (sugar, glue and other) - 166565
Maintenance and repairs and spare parts 27997 147803
Postage and telephone 1550 3914
Water and electricity 63581 122374
Fuel for generator 44315 78601
Building maintenance 25848 29821
Bank interest and charges 106717 215150
Insurance 152149 210760
Rent 3073 3958
Waste water expenses 12289 14508
Travel and transportation 40662 94105
Workers clothing - 2895
Cleaning 983 3098
Product development cost 42233 10273
Promotion material - 24408
Medication 482 3812
Training - 14358
Hospitality 5285 13096
Miscellaneous - -
Depreciation- note (9) 610676 458592
1137840 1618091

32- Transactions with related parties:

The company considers any unconsolidated subsidiary or associate, board members and
senior management as related parties.

Transactions and balances with related parties were as follows:

2014 2013
JOD 1[0)))
Balances included within the accounts:
Balz}nces included within accounts receivables from 4654917 4807963
trading transactions
Ungga.ral_lteed loans granted to unconsolidated 1605166 620371
subsidiaries
Balances included within accounts payable 1303345 1419190
Invesyments in unconsolidated subsidiaries and 2005417 3650377
associates
Board of directors and senior management:
Savings fund loan payable 221846 271056
Employees loans without sufficient guarantees 33413 40860
Board of directors remuneration and expenses (1) - 86376
Salaries and benefits of senior management 301104 608288

including severance pay




29- Cost of sales:

2014 2013
JOD A[0)))
Finished goods- beginning of year 1033928 1251935
Consumer goods- beginning of year 949152 1431275
Cost of production- note (30) 45735253 80911990
Purchases of bubbly tobacco 784260 -
Purchases of cigarettes, consumer goods and 7039459 11204380
mobile cards
Consumer goods- end of year (712708) (949152)
Finished goods- end of year (858669) (1033928)
53970675 92816500
30- Cost of production:
2014 2013
JOD 1[0)))
Raw materials beginning of year 2653788 2088618
Tobacco beginning of year 4784194 3712264
Purchases of raw materials 765919 2482329
Purchases of tobacco 4458 2697942
Raw materials end of year (2499813) (2653788)
Tobacco end of year (3462761) (4784194)
Cost of raw materials and tobacco used in production 2245785 3543171
Bandarol- beginning of year 547180 830390
Purchases of bandarol 40852944 73979972
Bandarol- end of year (102331) (547180)
Cost of bandarol used in production 41297793 74263182
Cost of raw materials, tobacco and bandarol used in 43543578 77806353
production
Work in process- beginning of year 367008 502204
Work in process- end of year (253093) (367008)
Cost of materials used in production 43657493 77941549
Salaries, wages and benefits 939920 1352350
Other manufacturing expenses- note (31) 1137840 1618091

Total cost of production 45735253 80911990
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26- Other expenses:

2014 2013
JOD JOD
Unconsolidated subsidiaries expenses 66930 9841
Loss on sale of investments 156610 63079
Currency variation - 41415
223540 114335
27- Selling and distribution expenses:

2014 2013
JOD JOD
Salaries and other benefits 27457 63513
Rent 18724 32398
Storage 1494 8385
Advertisement 8561 68250
Promotion materials (cigarettes and bandarol) 112294 15926
Vehicle expenses and transportation 244179 478620
Postage and telephone 31683 64044
Marketing study 1637 2321
Other expenses 13716 18358
Depreciation for the year- note (9) 1045 2921
57802 74803
518592 829539

28- General and administrative expenses:
2014 2013
JOD JOD
Salaries and other benefits 1349521 2047505
Professional fees 23339 18658
Legal fees and consultations 21959 68922
Fees and licenses 93829 66901
Stock exchange expenses 12365 9195
Stationery and printing 9519 24107
Postage and telephone 27626 41611
Donations 39223 84964
Board of directors expenses - 78102
Robbery losses 316 -
Insurance 36163 46116
Training 3288 -
Computer repairs and maintenance 9056 26859
Maintenance and repairs 4115 4644
Vehicle expenses and travel and transportation 2759 2874
Bank charges - 1161
Hospitality 8987 21870
Miscellaneous 5583 18364
Depreciation for the year- note (9) 124374 118915
1772022 2680768




Company and its subsidiaries based on what was requested by the authorized party to give
the recommendation to the Minister of Finance, but did not receive any response as at the
reporting date.

- During the year, income tax department opened the company’s 2007 and 2008 on the same
grounds as above.

According to the company’s legal advisor, there is no need to take any provision in these two
cases, especially that the cases are still pending before court.

23- Leased property revenues:

2014 2013

JOD JOD

Rent 40744 190041
Lease of Clinical premises 412302 -
Property expenses- note (25) (201714) (131079)
Net leased property revenue 251332 58962
Vehicle parking revenue 15955 16042
267287 75004

24- Other revenues:

2014

JOD
Management of unconsolidated subsidiaries 75707 10333
Interest from related party loans 91836 4968
Dividend income 842 2732
Profit on sale of vehicles and machinery 243628 -
Currency variation 55859 -
Other 8091 54979
475963 73012

25- Property expenses:

2014 2013

JOD JOD

Depreciation of Jerusalem commercial center building 62654 62653

Depreciation of Shatara building 17899 17899
Depreciation of medical equipment- note (9) 84360

Insurance 3500 3500

Repairs and maintenance 3250 2526

Property tax 21126 21127

Municipality fees and licenses 8925 23374

201714 131079
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19- Voluntory reserves:

2014 2013
JOD A[0)))
Balance- beginning of year 3672098 3288543
Transferred from previous year profit - 383555
3672098 3672098
20- Retained earnings (losses):

2014 2013
JOD 1[0)))
Balance beginning of year 796420 1931611
Adjustment of subsidiary results (1200255) -
Restated balance (2529497) 628003

Dividends and other appropriations:
Statutory reserve - (72116)
Voluntary reserve (383555)
Provision for severance pay 195783 (19905)
Board of directors remuneration - (8250)
Dividends (2012 profits) - (1257954)
Additional provision for payroll tax (21414)
(2737549) 796420

* As referred to in note (3) (c), the company modified the presentation of the consolidated
profit or loss statement and accordingly, reclassified the comparative numbers to conform to
current year presentation.

21- Property revaluation surplus:

This item represents the surplus of the revaluation of subsidiaries’ investment property in
Ramallah area according to fair value based on the appraisal of three authorized assessors as
described in note (7).

According to the applicable companies’ law, the surplus is not available for distribution to
shareholders.

22- Anticipated obligations:

- On 5/12/2010, Income tax department opened the settled agreement for the years 1995-
2004 on the grounds of lack of approval to exempt employees’ savings fund and health
insurance from income tax by the Minister of Finance. The company notified the minister
in charge several times in writing to approve these exemptions and did not receive either
an approval or refusal from the Minister. On the other hand, the company submitted copies
of the insurance policies, savings fund bylaws, authorization from Ministry of Labor, and
the audited financial statements of the Savings Fund committee of Jerusalem Cigarette



Following is the reconciliation of accounting profit (loss) in accordance with the applicable
income tax law:

2014 2013

JOD JOD

Accounting profit (loss) (2491021) 721164
Profit realized in Jerusalem (17030) (50161)
Unallowable expenses 80552 78102
Dividend income (842) (2732)
Expenses above the permitted percentage 39308 -
Allowance for doubtful accounts 45529 282499
(2343504) 1028872

Income tax at 7.50% - 1911
Income tax at 10% - 92293
Income tax at 20%/ 15% - 16093
- 110297

- The company did not reach a settlement with the income tax department for the years 2007-
2013 as at the reporting date.

16- Bank loans:

- During 2013, the parent obtained two loans totaling 5183333 USD, to be paid between
30- 32 monthly installments. The Arab Bank loan to be paid with interest rate set as LIBOR
one month + 4.5%, whereas Cairo Amman bank loan interest rate was LIBOR one month +
1.75% on the condition that it is not less than 5%.

- The non-current portion of the loans at December 31, 2013 was 1287012 JOD.

17- Share capital:

During 2011 the parent increased its share capital from seven million shares to ten million
shares at one JOD par value per share. Of which, 2996465 Jordanian Dinar were capitalized
from retained earnings and distributed to shareholders on record as at May 23,2011 according
to their capital percentage. 3535 shares representing the share fractions have been sold on
Palestine Stock Exchange at 1.50 JOD per share hence, 3535 JOD were recognized in share
capital account and the remainder added to retained earnings.

By that the authorized, issued and paid capital is ten million JOD.

18- Statutory reserves:

2014 2013

JOD JOD

Balance- beginning of year 2745289 2673173
Appropriated from current year profit per law - 72116
2745289 2745289
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14- Reserved for severance pay:

2014
JOD
Parent:

Balance- beginning of year 515812
Amendment of provision based on last salary paid (1) (195783)
Balance- end of year 320029

Subsidiaries:
Balance- beginning of year 275543
Balance- beginning of year Arab care company 2273
Provision for the year 108006
Payments during the year (204996)
Balance- end of year 180826
500855

2013
JOD

495907

19905
515812
295542

93119

(113118)

275543
791355

(1) During 2014, the provision has decreased due to the payment of resigned employees’ balances,
in addition to payment of advances on end of service account. And since the company’s policy is
to make the necessary appropriation for the provision by allocating to or (from) net income after
income tax, therefore the difference in the provision was re-allocated to the profit for the year.

15- Income tax:

2014 2013

JOD JOD
Balance- beginning of year paid in advance 348130 143174
Provision for the year (1) - (110297)
Additional provision for previous years (344873) -
Payments during the year including ILS deferential 42554 315253
Balance- end of year/ paid in advance 45811 348130

(1) Income tax provision for the parent company is calculated as follows: operating profit
is taxed at 50% of the income tax rate due to the incentives that the company enjoys as was
referred to in Note (3)(n), while non-operating income is taxed at 15% and 20% depending

on the bracket.

Subsidiaries operating in Palestine were taxed 15% and 20% depending on the bracket,
whereas subsidiaries operating in Jerusalem were taxed according to the Israeli law.



11- Due to banks:

2014 2013

JOD JOD

Arab Bank 1892725 4416689
Cairo Amman bank 2255379 2140163
Bank of Jordan 366716 591973
Hapoalim bank 152209 165729
Al-Quds bank 176599 3543
Bank of Palestine 665359 424569
Discount bank - 774
Commercial bank of Palestine 499519 -
Postdated checks 618685 55165
6627191 7798605

Current portion of loans 1347645 1739012
7974836 9537617

12- Accounts payable:

2014 2013

JOD JOD

Customers and suppliers 4414588 5402803
Workers' committees 24824 87599
Shareholders 849974 1057074
Employee savings fund loan 221846 271056
Unearned revenues 26696 46304
Rift Valley for development and investment (1) 967500 967500
6505428 7832336

(1) See note (7) (3).

13- Accrued expenses and other liabilities:

2014

JOD
Salaries and benefits 178785
Professional fees 35538
Electricity and vehicle expenses 18319
Other 85351
Provisions 490910
Income tax/ Discount at source 1460
Payroll tax 18502

828865

2013

JOD
181565
41465

16120
1637
21974
262761
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9- Property, plant, and equipment:

Land,

VT Machinery . Furniture
bulldlng & & equipmen)t M EES & fixtures
construction

JOD JOD JOD
Cost at 1 January 2014 4784853 11089469 1213840 1594700 18682862
Arab care balances - 1505737 - 168103 1673840
Additions during the year - 111766 - 14756 126522
Disposals during the year - (289535) (172187) - (461722)
Cost at 31 December 2014 4784853 12417437 1041653 1777559 20021502

Accumulated depreciation:

Balance at 1 January 2014 1394832 6511565 477791 1335673 9719861
Arab care balances - 1028010 - 93399 1121409
Depreciation for the year 167052 526480 95993 87687 877212
Disposals during the year - (245706) (111588) - (357294)
Balance at 31 December 2014 1561884 7820349 462196 1516759 11361188
Net book value 3222969 4597088 579457 260800 8660314

Property, plant, and equipment:

Land, . .
building & &Mac.hmery Vehicles DIt
A equipment & fixtures
construction

JOD A[0))) A[0))) JOD
Cost at 1 January 2013 4660756 7910927 720453 1428682 14720818
Additions during the year 124097 3178542 493387 166018 3962044
Cost at 31 December 2013 4784853 11089469 1213840 1594700 18682862

Accumulated depreciation:

Balance at 1 January 2013 1213797 6234008 376950 1242796 9067551
Depreciation 181035 277557 100841 92877 652310
Balance at 31 December 2013 1394832 6511565 477791 1335673 9719861
Net book value 3390021 4577904 736049 259027 8963001

10- Prepaid expenses:

2014 2013
JOD JOD
Insurance 26415 21589
Other 8691 7250

35106 28839




Depreciation of leased property:

Accumulated

depreciation
at 1/1/2014

Buildings, elevators,
electrical and mechanical

. 2974468 1258857
equipment / Jerusalem
commercial center
Shatara Building 539683 140318
Revaluation difference 952423 76192
Total 4466574 1475367

Accumulated

Depreciation
for 2014

depreciation

at 31/12/2014

50710

10794
19049
80553

1309567

151112
95241
1555920

Net book
value

1664901

388571
857183
2910655

Accumulated

Cost  depreciation
at 1/1/2013

Buildings, elevators,
electrical and mechanical

Accumulated

Depreciation
for 2013

depreciation

at 31/12/2013

Net book
value

. 2974468 1208146 50711 1258857 1715611
equipment / Jerusalem
commercial center
Shatara Building 539683 129524 10794 140318 399365
Revaluation difference 952423 57144 19048 76192 876231
Total 4466574 1394814 80553 1475367 2991207
8- Investments in companies:
2014 2013
JOD JOD
Unconsolidated subsidiaries and associates
Arabcare for Medical Services Company - 717590
Al-Jandool for Trading and Distribution Company 90398 90398
QCTC Company/ Canada 1721064 1748783
Rift Valley for development and investment Company 1078954 1078606
Accent for Marketing and Consulting Company 15000 15000
2905416 3650377
Other Companies
Al- Mashraq Insurance Company 101547 101547
Palestine Development and Investment Company 2685 2665
Palestine Real Estate Investment Company 205833 445500
Jerusalem Real Estate Investment Company 30225 31285
Bank of Palestine Company 709 322
Jerusalem Holding Company/ Jerusalem 275272 275272
Palestine Stock Exchange Company 67383 70758
683654 927349
Available for sale investments
Palestine Real Estate Investment Company 267813 402930
Bank of Palestine Company 12702 14062
280515 416992
3869585 4994718
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6- Inventory:

2014 2013

JOD A[0)))
Raw materials 2499813 2653788
Tobacco 3462761 4784194
Bandarol 102331 547180
Work in process 253093 367008
Finished goods 858669 1033928
Other consumables 712708 949152
Spare parts 6649 -

7896024 10335250
7- Investment property:

2014 2013

JOD 1[0)))
Abu Qash property - 52 acres (1) - 4464723
Auja property- 334 acres (2.3) 1703788 1703788
Al-Nuaimeh property- 15 acres (2) 222000 222000
Jerusalem commercial center land and buildin
and Shatara building (4) ¢ 3177100 3177100
Beit Hanina property and project (5) 974647 1033893

6077535 10601504

Investments in buildings for leasing
Buildings, elevators, glectn'cal and mechanicgl g:quipment 1664901 1715611
/ Jerusalem commercial center, net of depreciation
Shatara building , net of depreciation 388571 399365
Buildings revaluation difference, net of depreciation 857183 876231
Total investments in buildings 2910655 2991207
Total investment property 8988190 13592711

1) During the year, the company sold Abu-Qash property in Ramallah for 7200000 USD.

2) During the year, the company obtained the approval from the land authority to register 190
acres in the name of the company. The proceedings to register the rest of the acres are underway,
meanwhile, the company holds power of attorney that cannot be dismissed or appealed.

3) The company received a total of 967500 JOD as down payment on account of selling Auja
land/ Jericho to Rift Valley for development and Investment Company. And since registration,
assessment and final agreement was not complete at the reporting date, the payment was
recorded within accounts payable.

4) During the first half of 2010, the subsidiary assessed its properties in Ramallah and since
then, management recognized these investments at fair value, with the difference between the
historical cost and fair value recognized within equity.

5) Azhar’s management is following on the licensing procedures for the purpose of
constructing a housing project in Beit Hanina/ Jerusalem.



y) Fair value:
Fair value of financial instruments is measured according to the following categories:
Level 1: Fair value measurement of quoted prices in active markets or similar obligations.

Level 2: Measure the fair value of inputs other than those within the first level that
can be monitored for the assets or the obligations either directly (prices) or indirectly
(derived from prices).

Level 3: Measure the fair value through assessment techniques, which include
information about the asset or liability that are not based on the information available
in the market.

z) Cash and cash equivalents:

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

4- Cash and cash equivalent:

2014 2013
JOD 1[0)))
Cash on hand 284393 143725
Checks on hand 73127 46073
Deposits at banks in ILS 11285 65292
Deposits at banks in JOD 18200 10638
Deposits at banks in USD 47444 29271
Deposits at banks in Euro 605 22
435054 295021

5- Accounts receivable:
2014 2013
JOD 1[0)))
Customers and suppliers (1) 6842824 6370358
Rent receivable 21211 15282
Allowance for doubtful accounts (603702) (439871)
Net customers and suppliers 6260333 5945769
Employees 142476 47543
Unconsolidated subsidiaries and associates loans 1687813 641588
Refundable deposits 1950 1950
Recoverable value added tax 13374 29152
8105946 6666002

(1) This item includes advance payments for the purchase of raw material.
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. Management estimates the allowance of doubtful accounts and slow moving inventory,
which affects the amounts that will be collected based on an analysis of the aging
amounts and condition of inventory.

. Income tax expense is calculated according to the law and applicable regulations.

u) Impairment of financial assets:

Management assesses financial assets for indicators of impairment either individually or
collectively at each reporting date. The amount of the impairment loss is the difference
between the carrying amount and the fair value. If a financial asset is considered to be
impaired, cumulative gains or losses previously recognized in other comprehensive income
are reclassified to the consolidated profit or loss for the year.

v) Provisions:

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

w) Income tax:

Income tax is calculated based on the legal percentage as determined in the Palestinian
income tax law no. (8) for the year 2011 taking into account the incentives granted under
the Investment Promotion Act. Income tax due depends on taxable profit. Income tax profit
differs from accounting profit as is stated in the consolidated statement of profit or loss due to
some revenue or expense items or cumulative losses that may be subject to tax or recognized
as an expense in later years or those that are never taxed or recognized as expenses.

Subsidiaries operating in Jerusalem are taxed according to the Israeli law

x) Financial instruments:

Financial assets and liabilities are recognized on the consolidated statement of financial
position when the company has become a party to the contractual agreement:

1. Accounts receivable: are stated at fair value and reduced by the appropriate
allowance for doubtful accounts. Management assesses the allowance for doubtful
accounts based on the aging of accounts receivable and the related circumstances of
each account.

2. Accounts payable: are stated at fair value.
3. Due to/ due from related parties: are stated at fair value.
4.  Loans: are measured at amortized cost using the effective interest method.



r) Foreign currencies:

The company and most of its subsidiaries maintain their books of account in Israeli Shekel
(ILS). Hence all transactions in other than ILS are translated into ILS using the prevailing
exchange rate on the date of each transaction. Monetary assets and liabilities denominated in
other currencies are translated into ILS using the exchange rate as at the statement of financial
position date. Currency exchange differences are recorded in the consolidated statement of
profit or loss.

For the purpose of presenting these consolidated financial statements in JOD, which is the
reporting currency and the currency of the company’s share capital and three of its subsidiaries,
all transactions have been translated from ILS and other foreign currencies to JOD using
the exchange rate prevailing on the financial statements date. Exchange differences arising
are recognized in consolidated statement of comprehensive income and accumulated in the
consolidated equity.

s) Earnings per share:

Basic and fully diluted earnings (losses) per share are calculated by dividing net profit (loss)
for the year by the weighted average number of shares during the year.

t) Use of estimates:

The preparation of financial statements in accordance with International Financial Reporting
Standards requires management to make estimates and assumptions that affect the reported
amounts of revenues, expenses, provisions, assets, liabilities and contingent liabilities as well
as changes in fair value. Accordingly, management is required to make significant judgments
to estimate the amount of future cash flows and its timing. The mentioned estimates are
necessarily based on assumptions and numerous factors that have varying degrees of
judgment and uncertainty and that actual results may differ from these estimates due to
changes caused by the conditions and circumstances of such estimates in the future. The
estimates and other assumptions are based on historical experience and other factors that
are considered to be relevant. Management believes that the accounting estimates used are
appropriate and comply with local laws and regulations especially that it is reviewed on an
ongoing basis. Examples:

. Provision for severance pay is calculated according to Palestinian labor law for
companies that are operating in Palestine.

. Management reassesses the estimated useful lives of property, plant and equipment
on an ongoing basis for the purpose of calculating the annual depreciation based on
the general condition of those assets and estimates of the expected useful lives in the
future. Impairment losses in the book value are recognized in the consolidated profit
or loss for the year.

. Management periodically reviews the financial assets that are valued at cost for any
impairment in its value, and the impairment loss is recognized in the consolidated
profit or loss.
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n) On April 22, 2010, the company received confirmation certificate of investment from
Palestine Investment Promotion Agency, whereby the company was awarded the incentive
to pay income tax at a nominal rate of 50% of the tax due for a period of twelve years
commencing on 1/1/2010 and ending on 31/12//2021.

0) Revenue recognition:

Revenue is measured at the fair value of the consideration received or receivable. Revenue is
reduced for estimated customer returns and other discounts and allowances.

1- Sales:

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

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

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

- The amount of revenue can be measured reliably.

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

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

2- Rental revenues:

Rental income is recognized on a straight-line basis over the term of the lease. Leased
property expenses are recognized on the accrual basis.

3- Dividend income:

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

p) Expense recognition:

Expenses are recognized when incurred based on the accrual basis.

q) Unearned revenues:

Unearned revenues are amounts received in advance on account of rental income of
subsequent years.



J) Inventories:

Inventories are stated at the lower of cost and realizable value. Cost of inventories is
determined on a first in first out basis. Cost includes the price in addition to transportation for
raw materials, packaging and maintenance supplies. Finished inventories on the other hand
include in addition all necessary expenses to prepare the goods for sale.

Realizable value represents the estimated selling price for inventories less all estimated costs
of completion and costs necessary to make the sale.

k) Provision for severance pay:

Provision for severance pay is made in accordance with 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.

1) Employee savings fund:

The company adopts a policy for the employee savings fund through which it deducts 5% from
employes’ basic salaries and in return it contributes 7.5% from basic salaries.

The fund is administered by a special committee. It manages separate books of account from that
of the company and has a separate bank account.

m) Reserves:
1- Statutory reserve:

As required by the applicable companies’ law, an appropriation of 10% of 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 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 shareholders.

Management decided to re-deduct for the statutory reserve on its meeting held on 26 March
2009 and the decision was reflected in the financial statements for the year ended December
31, 2008 after it had stopped the procedure once the accumulated balance reached 25% of
the share capital.

2- Voluntary reserve:

The applicable companies’ law allows management to recommend to the general assembly
to annually deduct part of its net profit to the account of voluntary reserve, on the condition
that the amount deducted does not exceed 20% of net profit for the year. Amounts deducted
to the voluntary reserve may not exceed 50% of share capital.
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Number

of shares OwnerSh;/p
2014 °

Subsidiaries:
Jandool for investment and trading 12750 12750 10 USD 100% 51%
QCTC/ Canada 3550000 3550000 1CAD 100% 100%

Rift Valley for development and investment 1490000 1490000  1JOD 1% 74.50%
Associates :
Accent for marketing and consulting 20000 20000  1JOD 75% 20%

2- Investments in other companies:

Number Number

of shares of shares Par value

2014 2013
Palestine development and investment company 2784 2784 1 USD 100%
Almashraq insurance company 298387 298387 1 USD 100%
Jerusalem real estate investment Co. 74789 74789 1USD 100%
Palestine real estate investment Co. 893672 1285500 1JOD 100%
Bank of Palestine 6755 6334 1USD 100%
Jerusalem Holding company 500 500 4000 ILS 70%
Palestine Stock Exchange company 19200 20000 1JOD 100%

During the year, the following shares were sold and were reflected in the above numbers:

31/12/2014 31/12/2013

Al-Quds bank - 795506
Bank of Palestine 391828 -
Bank of Palestine 800 -

3- Available of sale investments:

Available-for-sale investments are initially measured at fair value plus attributable transaction
cost. Subsequent to initial recognition, these investments are measured at fair value as at
the end of each reporting period date with unrealized gains or losses being recognized in
the consolidated statement of comprehensive income. In case of sale of all or part of these
investments, the gain or loss of sale in addition to the gain or loss that was previously recorded
in equity is recognized in the consolidated statement of profit or loss.

When the investment is determined to be impaired, the cumulative gain or loss previously
accumulated in equity is reclassified to the consolidated statement profit or loss.

Available for sale investments that cannot be reliably measured at fair value are stated at cost
and any impairment in its value is recognized in the consolidated statement of profit or loss.

The closing prices on the date of the statement of financial position in an active market
represent the fair value of investments that have a market price. But in the absence of prices
or the lack of trading in an active market, its fair value estimate is based on the available
financial information.



h) Investment property: These include:

- Investment property are property held for capital appreciation. These investments include
property in Jericho area and another in Beit Hanina/ Jerusalem. These investments are
measured as follows:

. Property in Auja/ Jericho is measured at historical cost, which equates its fair value
because management bought it during 2011 and 2012.

. Property in Beit Hanina/ Jerusalem is measured at historical cost as management was
unable to carry an appraisal during the year until it finalizes all legal proceedings
needed to construct a housing building on it.

. Abu-Qash land: during the year the company sold the land and the difference between
the sale proceeds and the carrying cost is recognized in the consolidated statement of
profit or loss including the land revaluation surplus that was originally recognized in
shareholders’ equity.

- Other investment property held to earn rentals; these investments are measured at fair value
net of accumulated depreciation. Depreciation is calculated on a straight line basis based on
the expected actual service period of the asset. Changes between the fair value and historical
cost are included in equity. Depreciation percentages used are as follows:

Buildings 2%

Heating and air conditioning 10%
Elevators 10%
Electrical stations 10%

Management reviews the estimated useful lives of these assets at the end of each year, with
the effect of any changes in estimates accounted for on a prospective basis.

i) Investments in shares of companies:

Investments in shares of companies are measured at fair value based on the closing price
of shares for companies listed on Palestine Stock Exchange as at the date of the statement
of financial position. Non-listed companies are measured at cost or, according to the latest
available financial statements. These investments include:

1- Investments in shares of unconsolidated subsidiaries and associates:

As mentioned in note (3) (f) control is recognized when the company has power over the
investee; is exposed, or has rights, to variable returns from its involvement with the investee;
and has the ability to use its power to affect its returns. Whereas, associates are entities over
which the company has significant influence. Significant influence is the power to participate
in the financial and operating policy decisions of the investee but is not control over those
policies.

Investments in unconsolidated subsidiaries and associates are measured at fair value or
according to the latest audited financial statements:



. The subsidiary companies operate in Palestine including East Jerusalem.

. The company did not consolidate its financial statements with other subsidiaries for
the following reasons:

* Aljandool for trade and distribution: it is closed since 2007.

* QCTC/Canada; which uses a fiscal year that ends on April 30; and the unavailability
of information up to December 31, 2014.

¢ Rift Valley for development and investment: not operative to date.

(*) During the year the company consolidated its financial statements with its subsidiary,
Arab Care for medical services company, which reduced its share capital during the year, after
getting the needed authorizations, from 10 million shares to one million shares at one JOD
par value per share. The reduction was made against the cumulative losses of the subsidiary.

o Basis of consolidation:

Consolidating the company’s financial statements and that of its subsidiaries require
the addition of all assets, liabilities and results of operations of the company with
that 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 as follows:

Buildings and constructions 2-4%
Machinery 5-20%
Furniture and fixtures 7-25%
Vehicles 10%

- Management reviews the estimated useful lives of property, plant and equipment at the end
of each year, with the effect of any changes in estimates accounted for on a prospective basis.

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



f) The consolidated financial statements:

The consolidated financial statements incorporate the financial statements of Jerusalem
Cigarette Company and its subsidiaries as at 31 December 2014. Control is achieved in
subsidiaries when the company has:

®* power over the investee;
* isexposed, or has rights, to variable returns from its involvement with the investee;
* has the ability to use its power to affect its returns

The company reassess 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.

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

¢ rights rising from other contractual arrangements.

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

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 defict balance.

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

C Ownership Capital issued Share capital
ompany .

and paid currency

2014 2013

Arab investors company 7483% 74.61% 9452328 JOD
United for international trade 98% 98% 2000000 JOD
JCC company/ Jerusalem 99% 99% 199999 ILS
Azhar for real estate development 50% 88% 100000 ILS
Arab Care*for medical services 2974% 42.52% 1000000 JOD
company




. Annual improvements to IFRSs 2011- 2013 cycle, which relates to the following
standards:

International Financial Reporting Standard Amendment

IFRS gl) First time adoption of international financial Meaning of effective IFRS:s.
reporting standards
IFRS (3) Business combinations Scope of exceptions for joint ventures.
Scope of paragraph 52 (portfolio
exception).

Clarifying the interrelationship of IFRS (3)
and IAS (40) when classifying property as
investment property or owner- occupied
property.

IFRS (13) Fair value measurement

IAS (40) Investment property

. Management does not anticipate that the above mentioned amendments will have a
material impact on the consolidated financial statements when applied.

3- Summary of significant accounting policies:

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

b) The consolidated financial statements have been prepared on the historical cost basis
except for certain properties, available for sale and other investments in shares that are
measured at fair value at the statement of financial position date.

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

¢) The accounting policies adopted were consistent with those of the previous year, with
the exception of changing the presentation method of the profit and loss statement and the
accompanying reclassification of some comparative numbers to conform to current year
consolidated financial statement presentation.

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

e) All amounts in the consolidated financial statements have been rounded to the nearest JOD.



Amendments to IAS (36): recoverable amount disclosure for non-financial assets.
The amendments remove the requirement to disclose the recoverable amount of
a cash generating unit to which goodwill or other intangible assets with indefinite
useful lives had been allocated when there has been no impairment or reversal of
impairment of the related cash generating unit. Furthermore, the amendments
introduce additional requirements applicable to when the recoverable amount of an
asset or cash generating unit is measured at fair value less costs of disposable. These
new disclosures requirements introduce the fair value hierarchy, key assumptions and
valuation techniques used.

Amendments to IAS (39): novation of derivatives ad continuation of hedge
accounting. The amendments provide relief to the requirement to discontinue hedge
accounting when a derivative designated as a hedge instrument is novated under
certain circumstances. The amendments also clarify that any change to the fair value
of the derivative designated as a hedging instrument arising from the novation should
be included in the assessment and measurements of hedge effectiveness.

IFRIC 21: levies. The interpretation addresses the issue as to when to recognize a
liability to pay a levy imposed by a government. The interpretation defines a levy,
and specifies that the obligating event that gives rise to the liability is the activity that
triggers the payment of the levy, as identified by the legislation

New and revised IFRS’s in issue but not yet effective:

Amendments to IAS (19): Employee contributions. The amendments clarifies how an
entity should account for contributions made by employees or third parties to defined
benefit plans, based on whether those contributions are dependent on the number of
years of service provided by the employee.

Annual improvements to IFRSs 2010- 2012 cycle, which relates to the following
standards:

International Financial Reporting Standard Amendment

IFRS (2) Share-based payment Definition of vesting condition.

IFRS (3) Business combinations

Accounting for contingent consideration in
a business combination.

Aggregation of operating segments.

IFRS (8) Operating segments Reconciliation of the total of the reportable

IFRS (13) Fair value measurement

IAS (16) Property, plant and equipment

segments’ assets to the entity’s assets.
Short term receivables and payables.

Revaluation method- proportionate
restatement of accumulated depreciation.

IAS (24) Related party disclosures Key management personnel.

IAS (38) Intangible assets

Revaluation method- proportionate
restatement of accumulated amortization.




JERUSALEM CIGARETTE COMPANY LTD.

BETHANY/ JERUSALEM

NNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31, DECEMBER 2014

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 corporate law # (12) for the year 1964 under
registration number 562600015.

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

C. The number of employees in the company and its subsidiaries was 117 and 186 as at
December 31, 2014 and 2013 respectively.

D. On March 24,2015 the company’s board of directors approved the financial statements
for the year ended December 31,2014. And will be presented to the general assembly
in its ordinary meeting to get its approval on these consolidated financial statements.

2- Application of new and revised International Financial Reporting Standards:

The company applied the following new and revised International Financial Reporting
Standards (IFRS’s) that became effective on January 1, 2014 and which had no effect on the
company’s financial position; although there may be an impact on the accounting treatment
for future transactions.

. On October 2012, amendments to IFRS (10) were applied: investment entities
(amendments to IFRS (10), (12) and IAS (27)). The amendments define an investment
entity and require a reporting entity that meets the definition of an investment entity
not to consolidate its subsidiaries but instead to measure its subsidiaries at fair value
through profit or loss in its consolidated and separate financial statements.

. Amendments to TAS (32): offsetting financial assets and financial liabilities: the
amendments clarify the requirements relating to the offset of financial assets and
financial liabilities. Specifically, the amendments clarify the meaning of “currently has
the legally enforceable right of set-off”” and “simultaneous realization and settlement”.



JERUSALEM CIGARETTE COMPANY LTD.
BETHANY/ JERUSALEM

Statement 4

Consolidated Statement of cash flows for the year ended 31 December 2014

2014 2013

Cash flows from (used in) operating activities

Net profit for the year before income tax- statement 2

Consolidated subsidiary balances
Adjustments:
Non-cash items:
Depreciation
Severance pay
Changes in fair value
Translation into JOD
Sold investment property evaluation surplus
Non-controlling interest
Changes in working capital:
Accounts receivable
Inventory
Other current assets
Accounts payable
Other current liabilities
Income tax —paid
Severance pay- paid
Net cash flows (used in) operations

Cash flows from (used in) investing activities
Purchase of property, plant and equipment

Net addition to investments

Net cash flows from (used in) investing activities
Cash flows from (used in) financing activities
Increase (decrease) in due to banks and loans

Dividends paid and transferred
Treasury stock

Net cash flows from (used in) financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalent, beginning of year
Cash and cash equivalent, end of year- note 4

JOD JoD
(2491021) 721164
(1200255) -

1721879 652310
110279 93119
4195910 146122
591985 (258579)
(4018832) -
(189665) 25359
(1439944) (281522)
2439226 (518564)
338606 29820
(1326908) 3314377
291102 (4355054)
(42554) (315253)
(204996) (113118)
(1225188) (859819)
(1338640)  (3962044)
5649102 237752
4310462 _ (3724292)
(2849793) 3288846
- (1279368)

(95448) (1000)
(2945241) 2008478
140033  (2575633)
295021 2870654
435054 295021

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 2014

Profit (loss) for the year- statement 2
Other comprehensive income:

Revaluation surplus of sold investment property

Items that will be reclassified to profit or loss:

Currency translation into Jordanian Dinar
Changes in fair value

Total comprehensive income for the year
Attributable to:

Owners of the company

Non-controlling interests

Total

2014 2013
JoD JoD
(2491021) 610867
(4018832) -
591985 (258579)
4195910 146122
(1721958) 498410
(1760434) 515546
38476 (17136)
(1721958) 498410

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



JERUSALEM CIGARETTE COMPANY LTD.

BETHANY/ JERUSALEM

Statement 2

Consolidated Statement of profit or loss for the year ended 31 December 2014

Sales of cigarettes

Sales of consumer goods and mobile cards

Cost of sales

Gross profit

Net revenues of leased property

Other revenues

Selling, distribution and marketing expenses
General and administrative expenses

Bank interest and charges

Other expenses

Spoiled goods

Gain on sale of investment property

Company’s share from foreign investment losses
Bad debt

Impairment loss of Arab Medical Care company
Profit (loss) for the year before income tax
Income tax expense

Profit (loss) for the year

Attributable to:

Owners of the company

Non-controlling interests

Basic and fully diluted earnings per share- owners

of the company

Notes 2014 2013
JoD Jop

46149128 86442643

8341204 11508988

29 (53970675) _ (92816500)
519657 5135131

23 267287 750047
24 475963 73012
27 (518592) (829539)
28 (1772022) (2680768)
(632518) (512535)

26 (223540) (114335)
; (142307)

4025106 -

(330406) -

(45529) (282499)

(4256427) -
(2491021) 721164

15 - (110297)
(2491021) 610867
(2529497) 628003

38476 (17136)

(2491021) 610867

(0.253) 0.063

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



JERUSALEM CIGARETTE COMPANY LTD.

BETHANY/ JERUSALEM
Notes 2014 2013
JOD JOD
Liabilities and equity
Current liabilities
Due to banks 11 7974836 9537617
Accounts payable 12 6505428 7832336
Accrued expenses and other liabilities 13 828865 262761
Cigarette banderol- Palestine 1876301 4726202
Cigarette banderol - Israel 2939453 493947
Value added tax 370223 240830
Board of directors remuneration 55571 55571
Total current liabilities 20550677 23149264
Non-current liabilities
Bank loans 16 - 1287012
Provision for severance pay 14 500855 791355
Total liabilities 21051532 25227631
Equity
Issued capital 17 10000000 10000000
Treasury stock (1111061) (1015613)
Statutory reserve 18 2745289 2745289
Voluntary reserve 19 3672098 3672098
Special reserve (repayment of loans and overdraft) 1000000 1000000
Retained earnings 20 (2737549) 796420
Changes in fair value (2615353) (6811263)
Investment property revaluation surplus 21 3152098 7170930
Currency translation into Jordanian Dinar 990965 398980
Equity attributable to owners of the company 15096487 17956841
Non-controlling interest 1888011 2039200
Total equity 16984498 19996041
Total liabilities and equity 38036030 45223672

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 2014

Assets
Current assets
Cash and cash equivalents
Accounts receivable
Inventory
Prepaid expenses
Income tax
Total current assets
Non- current assets
Property, plant and equipment
Investment property
Available for sale investments
Investments in companies' shares
Total non-current assets

Total assets

Notes

10
15
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2014 2013
JOD JOD
435054 295021
8105946 6666002
7896024 10335250
35106 28839
45811 348130
16517941 17673242
8660314 8963001
8988190 13592711
280515 416992
3589070 4577726
21518089 27550430
38036030 45223672




Opinion

In our opinion, the financial statements referred to above present fairly in all material
respects the financial position of Jerusalem Cigarette Company Limited and its
subsidiaries as of December 31, 2014, and its financial performance and its cash flows for
the year then ended in accordance with International Financial Reporting Standards.

Explanatory paragraph

As referred to in note (36), the company continued to operate, during the vear, according
to the emergency plan that was adopted by the board in coordination with the workers
committee as a result of the Ministry of Finance’s decision to levy tariffs on the tariff-
reduced brand (Victory). The company believes that this action plan achieved its results
and is planning to continue operating according to it to ensure its presence within the
cigarette industry in Palestine.

Gla K‘Tj—‘/L

Abla §. Maayah, CPA Ramallah on March 24, 2015



A Correspondent of Crowe Horwath International
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e mrard Independent Anditors’ Report

To the Sharcholders of
Jerusalem Cigarette Company Ltd.

We have audited the accompanying consolidated financial statements of Jerusalem
Cigarette Company Limited and its subsidiaries, which comprise the consolidated
statement of financial position as at December 31, 2014, the consolidated statement of
profit or loss, consolidated statement of comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the vear then ended, and a
summary of significant accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards, and for such
internal control as the management determines is necessary to enable the preparation of
consolidated financial statements that are free from material misstatements, whether due to
fraud or emor.

Auditors” Responsibility

Our responsibility is to express an opinion on these consolidated financial statements
based on our audit. We conducted our audit in accordance with Intemational Standards on
Auditing. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on
the auditors” judgment, including the assessment of the risks of material misstatement of
the consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity's preparation and
fair presentation of the consolidated financial statements 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 entity's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation
of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.
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Board of Directors Recommendations:

1. The approval of the Board of Directors report and the financial statements for the
year 2014.

2. The approval of the additional seat for Arab Investor Co. on the Board of Directors.

March 31, 2015 “Mohammad Ali” M. Alami, Ph.D.
Bethany, Jerusalem Chairman of the Board



JERUSALEM CIGARETTE COMPANY LTD.
JERUSALEM

ANNUAL GENERAL MEETING
held at the main office

on Tuesday the 16" of June 2015

Agenda:

1.

Presentation of the Board of Director’s report for the year ending 31 December
2014 for approval by the Annual General Meeting.

External Auditor’s report for the year 2014.

Presentation of the financial statements for the year 2014 for approval by the
Annual General Meeting.

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

Election of the External Auditor for the Year 2015.



Chairman
Deputy Chairman

Members

BOARD OF DIRECTORS

“Mohammad Ali” M. Alami, Ph.D.

Jerusalem Investment Co. Ltd.
Represented by Issa M. Alami, Ph.D.

Salem Khalil Hanania
Ayoub Y. A. Rabah

Walid Abdel Jabbar Badarneh
Wafa [zzeddin Dajani

Saleem Baker Hashem

Arab Investors Co. Ltd.
Represented by Adnan A. Abdellatif

Arab Investors Co. Ltd.
Represented by Dr. Bassam Salem Hanania as of 29/5/2014

Jerusalem Investment Co. Ltd.
Represented by Mustafa M. Alami

Jerusalem Investment Co. Ltd.






Jerusalem Cigarette Company Ltd.

Annual Report 2014
And Financial Statements ending 31 December 2014

Presented to
The Annual General Meeting
on Tuesday the 16™ of June 2015

P.O.Box 19594, Jerusalem 91194
Tel. 02 2799777, Fax. 02 2799770
Website: www jerucig.com
Email: inform@jerucig.com
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