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FINANCIAL STATEMENTS
DECEMBER 31, 2006 

Independent Auditors' Report

To the Shareholders of 

The Vegetable Oil Industries Company Ltd (VOIC)

We have audited the accompanying financial statements of the Vegetable Oil Industries Company Ltd (VOIC), which comprise the balance sheet as of December 31, 2006 and the income statement, statement of changes in equity and cash flow statement for the year 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 the International Financial Reporting Standards. This responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditors' Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with International Standards on Auditing.  Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance 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 financial statements. The procedures selected depend on the auditors' judgment, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to entity's preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate for the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 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 financial statements.  

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

Basis for Qualification 

Contrary to the provisions of the International Accounting Standard No. 28, in 2005 VOIC did not conduct a valuation at the date of the acquisition of its investment in the associate National Beverage Company (NBC) to determine its share in the net fair value of NBC’s identifiable assets, liabilities and contingent liabilities. We were unable to satisfy ourselves as to the value of the investment in NBC at the acquisition date using other audit procedures. 

Contrary to the provisions of the International Accounting Standard No. 28, VOIC did not use the equity method to record its share of NBC’s results of operation for the years ended December 31, 2006 and 2005, VOIC share in the NBC 2005 losses amounted to Jordanian Dinar 236,000. We did not obtain the audited financial statements of the NBC for the year 2006. 

As of date of the financial statement, the company did not perform impairment assessment of its investment, and we were unable to verify its value using other audit procedures.

Contrary to the provisions of the International Accounting Standard No. 39, VOIC recorded in 2005 a provision of Jordanian Dinar 750,000 to cover any potential future losses due to a possible decline in the fair value of its available for sales investment; accordingly the profit for 2005 and investments were both understated by Jordanian Dinar 750,000. In 2006, an amount of Jordanian Dinar 732,983 was released from this provision against losses realized during the period; accordingly the profit for year 2006 is overstated by JD 732,983 and the fair value of the available for sales investment investments as at  December 31, 2006 is understated by Jordanian Dinar 17,017.

Opinion

In our opinion, except for the effect of the matter discussed in the preceding three paragraphs, the financial statements give a true and fair view of the financial position of The Vegetable Oil industries Company Ltd (VOIC) as of December 31, 2006 and of its financial performance and its cash flows for the year then ended in accordance with International Financial Reporting Standards.

Ernst & Young 

------ 2007

Ramallah, Palestine

The Vegetable Oil Industries Company Ltd. (VOIC)
BALANCE SHEET

As of December 31, 2006
	
	
	
	2006
	
	2005

	Assets
	Note
	
	JD
	
	JD

	Non-Current Assets:
	
	
	
	
	

	Property, plant and equipment 
	3
	
	1,486,404
	
	389,004

	Project in progress
	4
	
	-
	
	447,737

	Investment in an associate 
	5
	
	3,220,256
	
	3,244,417

	Available-for-sale investments 
	6
	
	1,173,215
	
	1,394,694

	
	
	
	5,879,875
	
	5,475,852

	Current Assets:
	
	
	
	
	

	Inventory
	7
	
	720,087
	
	1,126,286

	Other current assets
	8
	
	222,908
	
	916,679

	Accounts receivable
	9
	
	1,605,719
	
	1,255,006

	Cash and cash equivalents
	10
	
	10,959
	
	523,206

	
	
	
	2,559,673
	
	3,821,177

	Total Assets
	
	
	8,439,548
	
	9,297,029

	Equity and Liabilities 
	
	
	
	
	

	Equity attributable to equity holders
	
	
	
	
	

	Paid-in share capital
	1
	
	3,000,000
	
	3,000,000

	Statutory reserve 
	11
	
	809,292
	
	802,296

	Cumulative changes in fair value
	
	
	(507,659)
	
	150,329

	Retained earnings
	
	
	413,835
	
	350,870

	Proposed dividends
	
	
	-
	
	1,200,000

	Total Equity
	
	
	3,715,468
	
	5,503,495

	
	
	
	
	
	

	Non-Current Liabilities:
	
	
	
	
	

	Interest-bearing loans and borrowings 
	12
	
	970,698
	
	1,396,098

	Provision for employees’ indemnity
	13
	
	148,750
	
	124,231

	
	
	
	1,119,448
	
	1,520,329

	Current Liabilities
	
	
	
	
	

	Other current liabilities 
	14
	
	350,529
	
	235,291

	Interest-bearing loans and borrowings
	15
	
	1,027,893
	
	749,575

	Accrued dividends
	16
	
	1,125,744
	
	211,940

	Provision for income tax
	17
	
	433,985
	
	642,558

	Accounts payable 
	18
	
	666,481
	
	433,841

	
	
	
	3,604,632
	
	2,273,205

	Total Liabilities 
	
	
	4,724,080
	
	3,793,534

	Total Equity and Liabilities 
	
	
	8,439,548
	
	9,297,029


The Vegetable Oil Industries Company Ltd. (VOIC)
STATEMENT OF INCOME 

For the Year Ended December 31, 2006
	
	
	
	2006
	
	2005

	Revenues
	Note
	
	JD
	
	JD

	Sales
	19
	
	2,835,736
	
	2,842,732

	Cost of sales
	20
	
	(2,471,637)
	
	(2,441,571)

	
	
	
	364,099
	
	401,161

	Expenses
	
	
	
	
	

	Selling and distribution expenses
	21
	
	79,922
	
	83,264

	General and administrative expenses
	22
	
	300,305
	
	(463,706)

	Loss from operations
	
	
	(16,128)
	
	(145,809)

	Share of an associate’s result’s of operation
	5
	
	(16,335)
	
	28,766

	(Loss) gain from portfolio available-for-sale investments 
	23
	
	(624,828)
	
	2,602,134

	Finance costs
	
	
	(159,856)
	
	(81,900)

	Other revenues (expenses)
	24
	
	154,125
	
	(70,205)

	Reversal of provision for decline in fair market value of financial investments
	
	
	732,983
	
	-

	Provision for decline in fair market value of available-for-sale investments
	
	
	-
	
	(750,000)

	Profit before tax 
	
	
	69,961
	
	1,582,986

	Income tax expense 
	17
	
	-
	
	(366,824)

	Profit for the year 
	
	
	69,961
	
	1,216,162

	Basic and diluted earnings per share 
	25
	
	0.023
	
	0.41


The Vegetable Oil Industries Company Ltd. (VOIC)
STATEMENT OF CHANGES IN EQUITY

For the Year Ended December 31, 2006
	
	Paid-in Share Capital
	
	Statutory

Reserve
	
	Cumulative Changes in Fair Value
	
	Proposed Dividends
	
	Retained Earnings
	
	Total

Equity

	
	JD
	
	JD
	
	JD
	
	JD
	
	JD
	
	JD

	2006
	
	
	
	
	
	
	
	
	
	
	

	At January 1, 2006
	3,000,000
	
	802,296
	
	150,329
	
	1,200,000
	
	350,870
	
	5,503,495

	Cumulative changes in fair value
	-
	
	-
	
	(657,988)
	
	-
	
	-
	
	(657,988)

	Total income and expense for the year recognized directly in equity
	-
	
	-
	
	(657,988)
	
	-
	
	-
	
	(657,988)

	Profit for the year
	-
	
	-
	
	-
	
	-
	
	69,961
	
	69,961

	Total income and expense
for the year
	-
	
	-
	
	(657,988)
	
	-
	
	69,961
	
	(588,027)

	Transferred to statutory reserve
	-
	
	6,996
	
	-
	
	-
	
	(6,996)
	
	-

	Cash dividends 
	-
	
	-
	
	-
	
	(1,200,000)
	
	-
	
	(1,200,000)

	At December 31, 2006
	3,000,000
	
	809,292
	
	(507,659)
	
	-
	
	413,835
	
	3,715,468

	2005
	
	
	
	
	
	
	
	
	
	
	

	At January 1, 2005
	3,000,000
	
	643,996
	
	71,824
	
	-
	
	733,008
	
	4,448,828

	Cumulative changes in fair value
	-
	
	-
	
	78,505
	
	-
	
	-
	
	78,505

	Total income and expense for the year recognized directly in equity
	-
	
	-
	
	78,505
	
	-
	
	-
	
	78,505

	Profit for the year
	-
	
	-
	
	-
	
	-
	
	1,216,162
	
	1,216,162

	Total income for the year
	-
	
	-
	
	78,505
	
	-
	
	1,216,162
	
	1,294,667

	Transferred to statutory reserve
	-
	
	158,300
	
	-
	
	-
	
	(158,300)
	
	-

	Proposed dividends
	-
	
	-
	
	-
	
	1,200,000
	
	(1,200,000)
	
	-

	Cash dividends 
	-
	
	-
	
	-
	
	-
	
	(240,000)
	
	(240,000)

	At December 31, 2005
	3,000,000
	
	802,296
	
	150,329
	
	1,200,000
	
	350,870
	
	5,503,495


The Vegetable Oil Industries Company Ltd. (VOIC)
STATEMENT OF CASH FLOWS 

For the Year Ended December 31, 2006
	
	2006
	
	2005

	
	JD
	
	JD

	Operating Activities
	
	
	

	Profit before income tax 
	69,961
	
	1,582,986

	Adjustments for:
	
	
	

	Depreciation 
	45,292
	
	53,197

	Loss from sale of property plant, and equipment 
	16,545
	
	3,411

	Share of an associate results of operations
	16,335
	
	(28,766)

	Provision for doubtful accounts
	-
	
	15,000

	Provision for obsolete and slow moving inventory
	-
	
	29,799

	Provision for decline in fair market value of
financial assets
	-
	
	750,000

	Provision for employees' indemnity
	31,149
	
	32,602

	Finance costs
	159,856
	
	81,900

	Loss (gain) from investments portfolio
	624,828
	
	(2,602,134)

	Reversal of provision for decline in fair value of financial investments
	(732,983)
	
	-

	
	230,983
	
	(82,005)

	Working capital adjustments
	
	
	

	Accounts receivable 
	(350,713)
	
	125,261

	Inventory
	406,199
	
	75,959

	Other current assets
	693,771
	
	(841,454)

	Accounts payable
	232,640
	
	(127,426)

	Other current liabilities 
	115,238
	
	177,548

	Income tax paid
	(208,573)
	
	-

	Employees’ indemnity paid
	(6,630)
	
	(2,326)

	Net cash flows from (used in) operating activities
	1,112,915
	
	(674,443)

	Investing Activities
	
	
	

	Purchase of available-for-sale investments 
	(2,883,155)
	
	(12,333,126)

	Sale of available-for-sale investments 
	2,554,801
	
	13,771,337

	Dividends received from an associate
	7,826
	
	6,261

	Purchase of investments in associates
	-
	
	(2,127,000)

	Purchase of property, plant and equipment 
	(260)
	
	(10,197)

	Sale of property, plant and equipment
	1,870
	
	7,965

	Project in progress
	(713,110)
	
	(270,707)

	Net cash used in investing activities
	(1,032,028)
	
	(955,467)

	Financing Activities
	
	
	

	Dividends Paid
	(286,196)
	
	(105,804)

	Increase in interest-bearing loans and borrowings
	53,053
	
	288,545

	Repayment of interest-bearing loans and borrowings
	(200,135)
	
	1,821,498

	Interest paid
	(159,856)
	
	(81,900)

	Net cash flows (used in) from financing
 activities
	(593,134)
	
	1,922,339

	Net (decrease) increase in cash and cash equivalents 
	(512,247)
	
	292,429

	Cash and cash equivalents, beginning of year
	523,206
	
	230,777

	Cash and cash equivalents, end of year
	10,959
	
	523,206


The Vegetable Oil Industries Company Ltd. (VOIC)
NOTES TO THE FINANCIAL STATEMENTS 

As of December 31, 2006
1. Company and activities
The Vegetable Oil Industries Company Ltd. (VOIC), located in Nablus – Palestine, is a limited liability public shareholding company registered during the year 1953 under registration number (56260031). VOIC has an authorized share capital of 3,000,000 shares of one Jordanian Dinar par value each. 

VOIC activities include importing crude vegetable oil, refine it in order to produce gee and vegetable oil that is suitable for human consumption, in addition VOIC produces Halawa and markets its products in Palestine and Jordan. 

VOIC’s financial statements as of December 31, 2006 were authorized for issuance with a resolution of the Board of Directors on February 21, 2007. 

2. Summary of significant accounting policies 

Basis of preparation

The financial statements have been prepared in accordance with International Financial Reporting Standards.

The financial statements have been presented in Jordanian Dinars.

The financial statements are prepared under the historical cost convention modified to include the measurement at fair value of available‑for‑sale investments. 

Changes in accounting policies

The accounting policies are consistent with those used in the previous year.

International Accounting Standards Board (IASB) Standards and Interpretations issued but not adopted

The following IASB Standards have been issued but are not yet mandatory, and have not yet been adopted by VOIC:

Amendments to IAS 1 ‑ Capital Disclosures 

Amendments to IAS 1 "Presentation of Financial Statements" were issued by the IASB as "Capital Disclosures". They are required to be applied for periods beginning on or after January 1, 2007. When effective, these amendments will require disclosure of information enabling evaluation of VOIC's objectives, policies and processes for managing capital. 

IFRS 7 ‑ Financial Instruments: Disclosures 

IFRS 7 "Financial Instruments: Disclosures" was issued by the IASB in August 2005, becoming effective for periods beginning on or after January 1, 2007. The new standard will require additional disclosure of the significance of financial instruments for VOIC's financial position and performance and information about exposure to risks arising from financial instruments.  

IFRS 8  ‑ Operating Segments

IFRS 8 "Operating Segments" was issued by the IASB in November 2006, becoming effective for periods commencing on or after January 1, 2009. The new standard may require changes in the way VOIC discloses information about its operating segments.

International Financial Reporting Interpretation Committee (IFRIC) Interpretations

During 2006, IFRIC issued the following interpretations which will be effective on January 1, 2007:

IFRIC Interpretation 8 Scope of IFRS 2

IFRIC Interpretation 9 Reassessment of Embedded Derivatives

IFRIC Interpretation 11 Treasury Share Transactions

VOIC’s management does not expect that these interpretations will have a significant impact on the consolidated financial statements when implemented in 2007.

Revenue recognition 

· Sales revenues are recognized when issuing the sales invoice and significant risks and rewards of ownership of goods have passed to the buyer. Sales are stated net of sales returns and sales discounts.
· Gains or losses on sale of investments in securities are recognized at the date of sale.  Dividends revenue is recognized when the right to receive the dividends is established.
Expenses recognition

Expenses are recognized when incurred based on the accrual basis of accounting. 

Income tax


Provision for income tax is recorded according to the Palestinian Income Tax Law. Taxable income is subject to 15% income tax. 

Income tax expense is calculated based on VOIC’s taxable income. Taxable income may differ from accounting income as the later includes non‑taxable income or non‑deductible expenses. Such income/expenses may be taxable/deductible in the following years. 

According to IAS 12, VOIC’s might be required to recognize deferred tax asset. However, VOIC management decided not to recognize such assets due to uncertainty of benefiting from future outcomes of such assets. 

Property, plant and equipment 

Property, plant and equipment are stated at cost less depreciation. Land is not depreciated. Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets, as follows:

	
	%

	Buildings
	4

	Machinery and equipment
	9

	Office equipment and fixtures 
	7 - 25

	Motor vehicles 
	10 – 15


The useful life for property, plant and equipment is reviewed at the end of each year and if any indication exists that the expected useful life is different from what is previously used, changes in estimate are applied in subsequent years. 
Project in progress 

Projects in progress include the design cost, direct wages and portion of the indirect costs. Upon completion, all projects’ costs are capitalized and transferred to property, plant and equipment. 

The carrying value of projects in progress are reviewed for impairment when events or changes in circumstances indicate that the carrying value may not be recoverable. If any indication exists and where the carrying values exceed the estimated recoverable amount, the assets are written down to their recoverable amount.
Impairment and uncollectibility of financial assets

An assessment is made at each balance sheet date to determine whether there is objective evidence that a financial asset or group of financial assets maybe impaired. If such evidence exists, any impairment loss is recognized in the statement of income.

Impairment is determined as follows:

· For financial assets carried at amortized cost, impairment is the difference between the asset’s carrying amount and the present value of estimated future cash flows discounted at the financial asset’s original effective interest rate.
· For available-for-sale financial assets carried at fair value, impairment is the difference between cost and fair value.

· For financial assets carried at cost, impairment is the difference between cost and the present value of future cash flows discounted at the current rate of return for a similar financial asset. 

Impairment in value is recognized in the income statement. If, in subsequent period, the amount of the impairment loss decreases, the carrying value of the asset is increased to its recoverable amount. The amount of the reversal is recognized in the income statement except for equity instruments classified as available-for-sale investments.

Available-for-sale investments

These are initially recognized at cost, being the fair value of consideration given including directly attributable transaction costs and subsequently remeasured at fair value.  Fair value changes are reported as a separate component of equity until the investment is derecognized or the investment is determined to be impaired. On derecognizing or impairment the cumulative gain or loss previously reported as "cumulative change in fair value" within the equity, is included in the income statement. 

Financial assets are stated at cost when their fair values can not be reliably measured, and any impairment losses are reported in the statement of income.

Inventory 

Inventories are stated at the lower of cost or net realizable value costs are those amounts incurred the bringing each product to its present location and condition. 

· Raw materials, consumable goods and merchandise inventory, are stated at the lower of cost or market value based on first-in, first-out method. Costs are those expenses incurred in bringing each item to its intended location and condition. 

· Finished goods and work in progress -The cost of the finished goods includes raw materials, direct wages, depreciation and manufacturing overheads. 

Accounts receivable 

Accounts receivable are stated at original invoice amount less a provision for any uncollectible amounts. An estimate for doubtful debts is made when collection of the full amount is no longer probable.  Bad debts are written off when there is no possibility of recovery.
Cash and cash equivalents 

Cash and cash equivalents comprises of cash on hand, bank balances and short term deposits with an original maturity of three months or less, which are usually subject to immaterial changes in interest rates. 

Accounts payable and accruals


Liabilities are recognised for amounts to be paid in the future for goods or services received, whether billed by the supplier or not.

Provisions


Provisions are recognised when VOIC has an obligation (legal or constructive) arising from a past event, and the costs to settle the obligation are both probable and able to be reliably measured.

Investment in associates 

VOIC's investment in its associates is accounted for using the equity method of accounting. An associate is an entity in which VOIC has significant influence and which is neither a subsidiary nor a joint venture.

Under the equity method, the investment in the associate is carried in the balance sheet at cost plus post‑acquisition changes in VOIC's share of net assets of the associate. The income statement reflects the share of the results of operations of the associate. Profits and losses resulting from transactions between VOIC and the associate are eliminated to the extent of the interest in the associate. 

The reporting dates of the associate and VOIC are identical and the associate’s accounting policies conform to those used by VOIC for like transactions and events in similar circumstances. 

Foreign currencies


Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction.  Monetary assets and liabilities denominated in foreign currencies are retranslated at the rate of exchange ruling at the balance sheet date.  All differences are taken to the statement of income. 

Fair value 

For investments and derivatives quoted in an active market, fair value is determined by reference to quoted market prices.

For financial instruments where there is no active market fair value is normally based on one of the following methods:

· Comparison with the current market value of a highly similar financial instrument.

· The expected cash flows discounted at current rates applicable for items with similar terms and risk characteristics.

In case the fair value of an investment cannot be reliably measured, it is stated at cost or amortized cost and any impairment in the value is recorded in the income statement. 

Use of estimates 

The preparation of the financial statements and implementation of the accounting polices requires management to make estimates and assumptions that affect the reported amounts of financial assets and liabilities and disclosure of contingent liabilities.  These estimates and assumptions also affect the revenues and expenses and the resultant provisions as well as fair value changes reported in equity.  In particular, considerable judgment by management is required in the estimation of the amount and timing of future cash flows.  Such estimates are necessarily based on assumptions about several factors involving varying degrees of judgment and uncertainty and actual results may differ resulting in future changes in such provisions.

VOIC’s management believes that the estimates made in preparing the financial statements are reasonable and can be summarized as follows: 

· The income tax provision is calculated according to the local laws and regulations in addition to the related accounting standards.

· The provision for doubtful accounts: estimates, based on VOIC’s historical expenses, are used in determining the doubtful debts.

· A periodic review is performed on assets estimated useful lives and assets that are subject to amortization for impairment whenever events or changes in circumstances indicate that the carrying value may not be recoverable. Impairment loss is recorded in the income statement

· The company reviews any decline of investments that appear at cost, and the decline is reflected in the income statement.   

3. Property, plant and equipment, net 

	
	Land
	
	Building
	
	Machinery and equipment
	
	Office equipment and fixtures
	
	Motor vehicles
	
	Total

	
	JD
	
	JD
	
	JD
	
	JD
	
	JD
	
	JD

	Cost:
	
	
	
	
	
	
	
	
	
	
	

	At January 1, 2006
	92,059
	
	565,376
	
	1,235,902
	
	83,826
	
	136,162
	
	2,113,325

	Additions
	-
	
	1,160,847
	
	-
	
	260
	
	-
	
	1,161,107

	Disposals 
	-
	
	(111,777)
	
	(27,710)
	
	-
	
	-
	
	(139,487)

	At December 31, 2006
	92,059
	
	1,614,446
	
	1,208,192
	
	84,086
	
	136,162
	
	3,134,945

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Accumulated Depreciation:
	
	
	
	
	
	
	
	
	
	
	

	At 1 January 2006
	-
	
	405,814
	
	1,118,329
	
	67,036
	
	133,142
	
	1,724,321

	Depreciation charge for the year 
	-
	
	12,015
	
	24,744
	
	5,513
	
	3,020
	
	45,292

	Disposals
	-
	
	(93,362)
	
	(27,710)
	
	-
	
	-
	
	(121,072)

	At December 31, 2006
	-
	
	324,467
	
	1,115,363
	
	72,549
	
	136,162
	
	1,648,541

	Net carrying amount
	
	
	
	
	
	
	
	
	
	
	

	At December 31, 2006
	92,059
	
	1,289,979
	
	92,829
	
	11,537
	
	-
	
	1,486,404

	At December 31, 2005
	92,059
	
	159,562
	
	117,573
	
	16,790
	
	3,020
	
	389,004


Property, plant and equipment include JD 1,070,075 and JD 1,372,502 of fully depreciated fixed assets that are still operational as of December 31, 2006 and 2005, respectively.

The depreciation expenses allocated to the cost of goods sold amounted to JD 36,638 and JD 40,566 as of December 31, 2006 and 2005, respectively.

4. Project in progress

During the year 2000, VOIC commenced the establishment of an industrial real estate project on a land owned by the VOIC with the objective of leasing the property to other companies. The project’s costs include feasibility studies, design and constructions cost.

The Board of Directors resolved to resume the project construction work during the year after it has been suspended since 2001 due to the political situation in Palestine.  

The project was completed during the year 2006 and was transferred to property, plant and equipment.

5. Investments in an associate 
	
	Investment %
	
	Paid Capital
	
	
	
	
	
	
	
	
	
	

	
	2006
	
	2005
	
	2006
	
	2005
	
	Beginning balance
	
	Additions
	
	VOIC’s

share of associate losses 
	
	Dividends received from associates
	
	Ending balance

	Plastic Technology Co.
	25%
	
	25%
	
	300,000
	
	300,000
	
	126,191
	
	-
	
	(16,335)
	
	(7,826)
	
	102,030

	National Beverage Co. ( 
	25%
	
	25%
	
	14,200,000
	
	14,200,000
	
	3,118,226
	
	-
	
	-
	
	-
	
	3,118,226

	
	
	
	
	
	
	
	
	
	3,244,417
	
	-
	
	(16,335)
	
	(7,826)
	
	3,220,256


(
VOIC did not record its share in the result of operations of the National Beverage Company using the equity method for the years 2006 and 2005.

6. Available-for-sale investments

	
	2006
	
	2005

	
	JD
	
	JD

	Quoted equities  
	1,167,479
	
	1,974,749

	Unquoted equities *
	22,753
	
	169,945

	
	1,190,232
	
	2,144,694

	Provision for decline in fair market value of 


available-for-sale investments **
	(17,017)
	
	(750,000)

	
	1,173,215
	
	1,394,694


(
These securities are stated at cost as their fair values can not be reliably measured due to the unpredictable nature of future cash flows. VOIC’s management believes that the fair values of such investments are not materially different from their carrying amounts. 

((
In 2005, VOIC’s Board of Directors resolved to take a provision in the amount of JD 750,000 to cover any losses arising from the decline in the fair value of the available-for-sale investments.  During the year 2006 an amount of JD 733,983 was released from this provision to reduce losses realized for the year.
7. Inventory 

	
	2006
	
	2005

	
	JD
	
	JD

	Raw materials
	453,893
	
	485,104

	Goods in transit 
	-
	
	182,024

	Finished goods 
	261,659
	
	475,607

	Spare parts 
	122,535
	
	101,551

	
	838,087
	
	1,244,286

	Provision for obsolete and slow moving and damaged inventory 
	(118,000)
	
	(118,000)

	
	720,087
	
	1,126,286


8. Other current assets

	
	2006
	
	2005

	
	JD
	
	JD

	Brokers receivables
	-
	
	747,169

	Cash margins 
	59,541
	
	58,477

	Value Added Tax 
	114,042
	
	57,485

	Prepaid expenses
	43,174
	
	36,174

	Sundry
	6,151
	
	17,374

	
	222,908
	
	916,679


9. Accounts receivable 

Accounts receivable shown in the balance sheet are stated net of the provision for doubtful accounts. Accounts receivable comprise of the following:

	
	2006
	
	2005

	
	JD
	
	JD

	Checks under collection
	1,120,012
	
	852,247

	Accounts receivable
	615,707
	
	532,759

	
	1,735,719
	
	1,385,006

	Provision for doubtful accounts
	(130,000)
	
	(130,000)

	
	1,605,719
	
	1,255,006


Following is a summary of the movement on the provision for doubtful accounts:
	
	2006
	
	2005

	
	JD
	
	JD

	Balance, beginning of year 
	130,000
	
	115,000

	Additions during the year
	-
	
	15,000

	Balance, end of year 
	130,000
	
	130,000


10. Cash and cash equivalents
	
	2006
	
	2005

	
	JD
	
	JD

	Cash on hand and current accounts at banks
	10,959
	
	136,118

	Short term deposits
	-
	
	387,088

	
	10,959
	
	523,206


11. Statutory reserve

In accordance with the Companies’ Law and VOIC’s By-Laws, a deduction of 10% of the annual profit is to be appropriated to a statutory reserve account until such reserve balance equals one quarter of the authorized share capital. The statutory reserve is not available for distribution to shareholders.

12. Interest-bearing loans and borrowings
During April 2005, VOIC signed a loan contract with a local bank for a loan in the amount of USD 3 millions with an annual interest rate of LIBOR plus 1.75% calculated based on the daily outstanding balance of the loan. The loan was obtained to finance the increase of its VOIC increase of its investment in the National Beverage Company. The loan is to be paid in 20 installments, paid each three months and starting after six months of the contract date. 

Long term loan represents the following:

	
	2006
	
	2005

	
	JD
	
	JD

	Loan from local bank
	1,621,363
	
	1,821,498

	Current maturity of long term loans (Note 15)
	(650,665)
	
	(425,400)

	
	970,698
	
	1,396,098


Loans maturities are as follows:

	
	
	
	

	Accrued and not paid
	225,265
	
	

	Mature in 
2007
	425,400
	
	

	

2008
	425,400
	
	

	

2009
	425,400
	
	

	

2010
	119,898
	
	

	
	1,621,363
	
	


13. Provision for employees’ indemnity

Provision for employees' indemnity is calculated in accordance with the Labor Law prevailing in Palestine based on one month salary for each year of employment.

Following is a summary of the movement on the provision for employees’ indemnity during the year:

	
	
	2006
	
	2005

	
	
	JD
	
	JD

	Balance, beginning of year 
	
	124,231
	
	93,955

	Additions during the year 
	
	31,149
	
	32,602

	Payments during the year
	
	(6,630)
	
	(2,326)

	Balance, end of year
	
	148,750
	
	124,231


14. Other current liabilities 

	
	2006
	
	2005

	
	JD
	
	JD

	Payable to contractors 
	319,450
	
	79,749

	Advance rent installments 
	5,667
	
	12,667

	Due to employees
	7,150
	
	91,000

	Accrued expenses
	11,111
	
	16,724

	Provision for Board of Directors’ remuneration
	7,000
	
	35,000

	Sundry
	151
	
	151

	
	350,529
	
	235,291


15. Interest-bearing loans and borrowings
	
	2006
	
	2005

	
	JD
	
	JD

	Overdraft accounts (
	377,228
	
	324,175

	Current maturity of long term loan (Note 12)
	650,665
	
	425,400

	
	1,027,893
	
	749,575


· On January 5, 2006 a credit facility agreement with Cairo Amman Bank with an overdraft ceiling of USD 500,000 (equivalent to JD 345,500) was renewed at an annual interest rate of three-month LIBOR plus 2% but not to be less than 6%, overdraft ceiling mature on September 24, 2007. 
16. Accrued dividends 

The General Assembly approved the board of directors’ recommendation to distribute JD 1,200,000 and JD 240,000 from the net profit for the years 2005 and 2004, respectively. Following is a summary of the movement on accrued dividends during the year:
	
	2006
	
	2005

	
	JD
	
	JD

	Balance, beginning of year 
	211,940
	
	77,744

	Additions during the year 
	1,200,000
	
	240,000

	Payments during the year
	(286,196)
	
	(105,804)

	Balance, end of year
	1,125,744
	
	211,940


17. Provision for income tax

Following is the movement on the income tax provision during the year:
	
	2006
	
	2005

	
	JD
	
	JD

	Balance, beginning of year 
	642,558
	
	275,734

	Provision for the year 
	-
	
	366,824

	Payments during the year
	(208,573)
	
	-

	Balance, end of year
	433,985
	
	642,558


The relationship between the tax expense and the accounting profit can be explained as follows:
	
	2006
	
	2005

	
	JD
	
	JD

	Accounting profit before income tax
	69,961
	
	1,582,986

	Non‑deductible expenses
	54,484
	
	862,507

	Non‑taxable income
	(732,983)
	
	-

	Taxable (loss) income
	(608,538)
	
	2,445,493

	Tax expense statutory income tax rate of 15% 
	-
	
	366,823

	Effective income tax rate 
	-
	
	%23


As of the financial statements date, VOIC did not reach a settlement with the Income Tax Department for the year 2004, 2005 and 2006.

18. Accounts payable 

	
	2006
	
	2005

	
	JD
	
	JD

	Trade payables
	320,764
	
	202,869

	Due to related parties 
	250,683
	
	157,607

	Deferred checks
	95,034
	
	73,365

	
	666,481
	
	433,841


19. Sales

	
	2006
	
	2005

	
	JD
	
	JD

	Gee  
	2,348,708
	
	2,406,002

	Vegetable oil
	552,119
	
	526,214

	Halawa and Tahineh
	4,829
	
	9,032

	Sundry
	7,948
	
	11,089

	
	2,913,604
	
	2,952,337

	Sales discounts and returns 
	(77,868)
	
	(109,605)

	
	2,835,736
	
	2,842,732


20. Cost of sales
	
	2006
	
	2005

	
	JD
	
	JD

	Production cost:
	
	
	

	Direct material  
	1,425,131
	
	1,554,702

	Indirect material
	347,086
	
	337,660

	Direct wages 
	200,714
	
	202,492

	Indirect wages
	38,262
	
	37,797

	Indirect industrial costs
	246,496
	
	226,224

	
	2,257,689
	
	2,358,875

	Finished products, beginning of year
	475,607
	
	558,303

	Finished products, end of year
	(261,659)
	
	(475,607)

	Cost of sales
	2,471,637
	
	2,441,571


21. Selling and distribution expenses
	
	2006
	
	2005

	
	JD
	
	JD

	Salaries 
	30,132
	
	24,008

	Travel and transportation
	37,036
	
	40,880

	Advertisements
	11,282
	
	17,687

	Others
	1,472
	
	689

	
	79,922
	
	83,264


22. General and administrative expenses 
	
	2006
	
	2005

	
	JD
	
	JD

	Salaries 
	161,651
	
	177,239

	Employees' indemnity 
	12,144
	
	14,559

	Employees' saving fund*
	10,360
	
	10,238

	Employees' bonuses
	-
	
	91,298

	Board of directors travel and bonuses
	21,950
	
	42,500

	Depreciation
	8,654
	
	12,632

	Provision for doubtful accounts
	-
	
	15,000

	Professional fees
	12,535
	
	13,130

	Vehicles expenses  
	12,119
	
	13,167

	Telephone, fax and courier
	16,782
	
	17,786

	Assets and employees’ insurance 
	7,971
	
	7,943

	Travel and transportation
	9,472
	
	9,738

	Employees training
	630
	
	3,400

	Donations 
	9,099
	
	7,754

	Stationery and printings 
	1,566
	
	2,632

	Subscription and license fees
	8,074
	
	7,075

	Miscellaneous 
	7,298
	
	17,615

	
	300,305
	
	463,706


(
During the year 1964 VOIC’s employees established a saving fund "Vegetable Oil Industries Company. Ltd. Employees' Savings Fund". The saving fund’s policies and by-laws were designed to be the responsibility of a committee in charge of managing and investing the available funds and maintaining separate books of accounts. Separate audited financial statements are issued for this fund. The saving fund employee’s equity amounted to JD 514,514 and JD 553,251 as of December 31, 2006 and 2005, respectively.
23. (Loss) income from available for sale investments portfolio 

	
	2006
	
	2005

	
	JD
	
	JD

	Realized (losses) gains
	(685,099)
	
	2,592,134

	Dividends income
	60,271
	
	10,000

	
	(624,828)
	
	2,602,134


24. Other revenues (expenses) 
	
	2006
	
	2005

	
	JD
	
	JD

	Foreign currency exchange differences
	119,991
	
	(63,841)

	Provision of obsolete and slow moving inventory
	-
	
	(29,799)

	Rental revenues 
	21,180
	
	21,180

	Other revenues
	12,954
	
	2,255

	
	154,125
	
	(70,205)


25. Earnings per share 
Basic earnings per share amounts are calculated by dividing net profit for the year attributable to ordinary equity holders of the parent by the weighted average number of ordinary shares outstanding during the year. 

Diluted earnings per share amounts are calculated by dividing the profit attributable to ordinary equity holders of the parent (after deducting interest on the convertible preference shares) by the weighted average number of ordinary shares outstanding during the year plus the weighted average number of ordinary shares that would be issued on the conversion of all the dilutive potential ordinary shares into ordinary shares. 

a. Basic earning per share

	
	2006
	
	2005

	
	JD
	
	JD

	Net profit 
	69,961
	
	1,216,162

	Weighted average of subscribed capital during the year
	3,000,000
	
	3,000,000

	Earnings per share
	0.023
	
	0.41


b. Diluted earning per share

	
	2006
	
	2005

	
	JD
	
	JD

	Net profit 
	69,961
	
	1,216,162

	Weighted average of subscribed capital during the year
	3,000,000
	
	3,000,000

	Earnings per share
	0.023
	
	0.41


26. Related party transactions 
Balances and transactions with related parties included in the financial statements are as follows: 
	
	2006

	
	Prepaid rent
	
	Accounts payable
	
	Sales
	
	Rent Revenue
	
	Purchase of crude oil

	
	JD
	
	JD
	
	JD
	
	JD
	
	JD

	Associate Company
	5,667
	
	-
	
	-
	
	21,180
	
	-

	Related Company
	-
	
	250,683
	
	461,787
	
	-
	
	1,198,023

	
	5,667
	
	250,683
	
	461,787
	
	21,180
	
	1,198,023

	
	
	
	
	
	
	
	
	
	

	
	2005

	
	Prepaid rent
	
	Accounts payable
	
	Sales
	
	Rent Revenue
	
	Purchase of crude oil

	
	JD
	
	JD
	
	JD
	
	JD
	
	JD

	Associate Company
	12,667
	
	-
	
	-
	
	21,180
	
	-

	Related Company
	-
	
	157,607
	
	425,732
	
	-
	
	761,975

	
	12,667
	
	157,607
	
	425,732
	
	21,180
	
	761,975


The remuneration of the board of directors and other member of key management during the year was as follows:
	
	2006
	
	2005

	
	JD
	
	JD

	Key management salaries and benefits
	43,800
	
	71,160

	Board of directors bonuses and travel
	21,950
	
	42,500

	
	65,750
	
	113,660


27. Fair values of financial instruments 

Financial assets consist of cash and cash equivalent, available-for-sale investments and accounts receivable. Financial liabilities consist of accounts payable, provision, interest-bearing loans and borrowings and other current liabilities.
The fair values of the financial assets and financial liabilities, with the exception of certain available-for-sale investments carried at cost (see note 6), are not materially different from their carrying values.

28. Risk management 
Credit risk 

VOIC limits its credit risk through setting credit limits for individual customers using with the exception of certain available-for-sale investments carried at cost (see note 6), past experience and monitoring outstanding receivables.

Liquidity risk 

VOIC limits its liquidity risk by obtaining credit facilities to meet its current obligations. In addition, VOIC’s terms of sales require accounts receivables to be collected within 30 to 90 days of the date of sale. 

Interest rate risk
The balance sheet includes monetary assets and liabilities that are subject to the risks of changing interest rates.

Summary of financial statements balances that are subject to the risk of changing interest rates are as follows:

	
	

	
	2006
	
	2005

	
	JD
	
	JD

	Short term deposits at banks
	-
	
	387,088

	Overdraft 
	377,228
	
	324,175

	Long term loan
	1,621,363
	
	1,821,498


Foreign currencies risk 

VOIC maintains most of its accounts receivable in New Israeli Shekel and settles most of its liabilities through Jordanian Dinar. The instability of the currency exchange rate of the Israeli Shekel against other currencies increases VOIC’s risk to suffer losses due to decline in the Israeli Shekel exchange price.

Summary of financial statements balances that are subject to foreign currencies risk are as follows:

	
	2006
	
	2005

	
	JD
	
	JD

	Total assets 
	2,316,412
	
	2,871,156

	Total liabilities 
	2,090,100
	
	2,306,391

	Net assets 
	226,312
	
	564,765


29. Concentration of risk in geographic area 
VOIC is carrying out all of its activities in Palestine. The political and economical destabilization in the area increases the risk of carrying out business and could adversely affect its performance. 







The attached notes 1 to 29 form part of these financial statements
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