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c. Corporate Governance Issues (Continued) 
 

6. Procedures (Continued) 
 
3. It should be noted, that subsequent to this decision, this method of calculating the profit ratio 

also serves for the purpose of the procedure for classifying transactions as marginal (see 
Section C3b, below) in those circumstances where the relevant parameter for examining the 
marginality of the transaction is based on the profit or loss data.   

 
b. Procedure for classifying transactions as marginal 

 
On August 18, 2010, the Company's Board of Directors decided to update the rules and 
guidelines for the classification of an interested party transaction as a negligible transaction. 
See Note 32 of the Company’s financial statements as of December 31, 2010. 
 

7.  Remuneration of Interested Parties and Senior Executives 
 
a. General 
 

The Company’s Board of Directors has approved the criteria on the basis of which the 
remuneration terms of these officers will be examined, including their reasonableness, the 
correlation between them and the officer’s contribution and their fairness. 

 
1. Criteria for the examination of remuneration terms (excluding discretionary bonuses) of 

officers, including the CEO:  
 

a. The presumption is that while there has been no significant change in the officer’s 
position or function during the year, the terms of his present employment are fair and 
reasonable. 

 
b. The salary terms will be examined based on the following parameters: 
 

1. The officer’s contribution to the Company’s business, profits, strength and 
stability. 

2. The Company’s need to retain an officer with special skills, know-how and 
expertise. 

3. The amount of responsibility assigned to the officer. 
 
2. Criteria for the examination of bonuses for officers, including the CEO, which are not based 

on a pre-defined formula, but are discretionary: 
 

a. The bonus will be determined according to multiples of gross monthly salary. 
 

b. The maximum bonus (in general and in the absence of special considerations as 
described below) shall not exceed 15 months gross salary. 
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c. Corporate Governance Issues (Continued) 
 

7.  Remuneration of Interested Parties and Senior Executives (Continued) 
 

c. The bonus will be determined based on the following parameters: 
1. The Company’s business performance during the year. 
2. The officer’s contribution to the Company’s business, profits, strength and 

stability. 
3. The Company’s need to retain an officer with special skills, know-how and 

expertise. 
4. The amount of responsibility assigned to the officer. 
5. Changes in the level of responsibility assigned to the officer during the year. 
6. The level of satisfaction from the officer’s performance (including an assessment 

of the level of involvement and care demonstrated by the officer in the course of 
his work). 

7. An assessment of the officer’s ability to work in cooperation with the team. 
8. The officer’s contribution to corporate governance and a proper control and ethics 

environment. 
 

d. In cases where the officer has made a unique business contribution with real 
significance to the Company’s business, or in cases of special challenge(s) that are 
significant to the Company with which the officer had to contend during the year, the 
Board of Directors will have the option of paying the officer a bonus that exceeds 15 
gross monthly salaries. 

 
e. Regarding the CEO, the bonus may be determined not according to multiples of the 

monthly salary, and there will be no limit as to the bonus. 
 
3. As previously reported by the holding companies in the Group, the Group holding companies 

are unique and it is therefore very difficult to compare them to other holding companies in the 
Israeli market in terms of the type, scope and complexity of their activities. It should be noted 
that this position has been expressed by Group holding companies in relation to other matters 
as well, such as the rating of debt. Nonetheless, there is some similarity between these 
companies.  
 
The salary environment in the Group’s holding companies is also different from that of other 
holding companies in the Israeli market, as unlike the norm in other companies, the Group’s 
holding companies do not provide equity-based remuneration/share-based remuneration 
(other than in exceptional cases).  

 
Without derogating from the generality of the foregoing, at the request of the Group’s holding 
companies, an analysis was conducted by Kesselman Finance PriceWaterhouseCoopers Ltd. 
("Kesselman"), which included the collection and statistical analysis of publicly available data 
regarding the amounts and mechanisms for compensation plans of senior officers of Israeli 
public companies, distinguishing between the various positions of the officers and relating to 
relevant parameters (parameters taken into consideration include the following: market cap of 
the sampled companies, their revenues, total equity and number of employees).  
 
Kesselman also prepared an analysis of the application of the compensation mechanism for 
discretionary bonuses, as proposed above, under market conditions.  
 
The results of this analysis were presented to the Company’s Audit Committee and Board of 
Directors. They were also presented with data regarding the total remuneration received by 
each of the officers discussed.  
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c. Corporate Governance Issues (Continued) 
 

7.  Remuneration of Interested Parties and Senior Executives (Continued) 
 
As detailed below, The Audit Committee and the Board of Directors examined the 
remuneration provided under Regulation 21, in relation to each of the officers serving the 
Company and private companies under its control, and also in respect of the interested 
parties mentioned in that regulation. ARTE Venture Group, Reuven Ben-Menachem, Mike 
Segro, Ilana Kaufmann who received the remuneration mentioned in Regulation 21, serve as 
officers in public companies and their employment terms are discussed and approved by the 
organs of those public companies. 
 
In the opinion of the Company’s Board of Directors, taking into account all the considerations 
detailed above, and taking into account the complex position that each of the officers fulfills, 
their skills, experience, an appreciation of their work and their contribution to the Company in 
2010, the remuneration of the officers in 2010 is in line with the best interest of the Company 
and is fair and reasonable relative to their contribution to the Company in their positions 
during this period. 

 
b. Mr. Simons – Senior VP  
 

In 2010, the cost of Mr. Simons’ salary amounted to NIS 1,987 thousand. 
For further details regarding the remuneration given to Mr. Simons, see Section 21 of 
Chapter D of the Periodic Report (Additional Details on the Corporation).  
For the purposes of the examination and assessment of Mr. Simons’ remuneration terms and 
for the examination of his bonus, the Company’s Board of Directors examined the criteria 
detailed above. 
Mr. Simons assists the Co-CEO Mr. Livnat, in leading the Company, in the management and 
development of the Company’s business activity, leading its business strategy and achieving 
its goals, coordinates (together with Mr. Rosen) the work of the headquarters of the 
Company, and is heavily involved in the activities of the investee companies, mainly in the 
areas of basic industry, logistics, consumer products and infrastructures. To this end, Mr. 
Simons is a member of the Board of Directors of the following Company investees: Bet 
Shemesh Engines (Chairman), Golf, Mashav, Nesher, Jaf-Ora, Taavura, Cargal, Plasto Sac 
and headquarter companies of the Company.  

 
c. Attorney Nitza Einan – VP and legal counsel (in 2010 also VP and legal counsel of CBI) 

 
In 2010, the cost of Ms. Einan’s salary came to NIS 1,925 thousand. This amount includes 
an expense in respect of options which Ms. Einan received from CBI, as part of the CBI 
options plan. 
For further details regarding the remuneration provided to Ms. Einan, see Section 21 of 
Chapter D of the Periodic Report (Additional Details on the Corporation).  
For the purposes of the examination and assessment of Ms. Einan’s remuneration terms and 
for the examination of her bonus, the Company’s Board of Directors examined the criteria 
detailed above. 
Ms. Einan serves as VP and legal counsel of the Company and of Clal Biotechnology 
Industries (until May 15, 2011). Ms. Einan is involved in all the Company’s transactions, both 
the legal aspect and the business aspect. Ms. Einan manages the implementation of new 
legislation, from time to time assists in the provision of legal advice to companies in the CII 
Group, is an active partner on the subject of the implementation of work processes and 
procedures in the Company and is responsible for the secretariat of the Company. 
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c. Corporate Governance Issues (Continued) 
 
7.  Remuneration of Interested Parties and Senior Executives  (Continued) 
 
d. Avi Fisher, Co-CEO  
  

Mr. Fisher serves as Co-CEO of the Company, under a management services agreement 
between the Company and IDB Holdings from 2003. In 2010, the cost of Mr. Fisher’s salary 
amounted to NIS 1,858 thousand.  
For further details regarding the remuneration given to Mr. Fisher in 2010 and regarding the 
management services agreement between the Company and IDB Holdings, see Section 21 
of Chapter D of the Periodic Report (Additional Details on the Corporation). 
For the purposes of the examination and assessment of Mr. Fisher’s remuneration terms and 
for the examination of his bonus, the Company’s Board of Directors examined the criteria 
detailed above.  
Mr. Fisher is heavily involved in the activities of subsidiaries, mainly in the fields of 
technology, biotechnology, communication, venture capital funds and companies in the field 
of energy. Mr. Fisher is a member of the Board of Directors of the following subsidiaries: CBI 
(Chairman), Fundtech (Chairman), Infinity Israel-China (Co-Chairman), Clal Energy (Co-
Chairman) and headquarter companies – CII. He also served as a director in Hadera Paper 
until December 22, 2010. Mr. Fisher has contributed significantly from his broad experience 
and professionalism to the activities of the Company and its subsidiaries and to the 
advancement of their businesses.  

 
e. Zvika Livnat, Co-CEO: 

  
Mr. Livnat serves as Co-CEO of the Company, under a management services agreement 
between the Company and IDB Holdings from 2003.  
In 2010, the cost of Mr. Livnat’s salary amounted to NIS 1,856 thousand. For further details 
regarding the remuneration given to Mr. Livnat in 2010 and regarding the management 
services agreement between the Company and IDB Holdings, see Section 21 of Chapter D 
of the Periodic Report (Additional Details on the Corporation). 
For the purposes of the examination and assessment of Mr. Livnat’s remuneration terms and 
for the examination of his bonus, the Company’s Board of Directors examined the criteria 
detailed above.  
Mr. Livnat, together with the Co-CEO Mr. Fisher, is responsible for leading the Company, for 
the management and development of the Company’s business activities, for leading its 
business strategy and achieving its targets.  
Mr. Livnat is heavily and regularly involved in the activities of the subsidiaries, mainly in the 
fields of basic industry, logistics, energy, consumer products and infrastructures. To this end, 
Mr. Livnat is a member of the Board of Directors of the following Company investees: Hadera 
Paper (Chairman), Golf (Chairman), Mashav, Nesher, Kitan Textile Industries, Jaf-Ora, 
Taavura, KBA and the Company’s headquarters companies. Mr. Livnat has contributed 
significantly from his broad experience and professionalism to the activities of the Company 
and its subsidiaries and to the advancement of their businesses.  

 
Taking into account that which is stated regarding Mr. Avi Fisher and Mr. Zvika Livnat, the 
Audit Committee and the Company’s Board of Directors have reached the conclusion that 
the remuneration in respect of the management services agreement with IDB Holdings is fair 
and reasonable. 
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c. Corporate Governance Issues (Continued) 
 

7.  Remuneration of Interested Parties and Senior Executives (Continued) 
 
f. Examination of the management services agreement with IDB Development 

Corporation Ltd. (“the Management Agreement”):  
 

According to the Management Agreement from 2000, management services are provided to 
the Company by IDB Development Corporation, including: The appointment of candidates 
recommended by IDB Development and who will serve as its employees and/or as 
employees of IDB Holdings (the controlling shareholder of IDB Development, which is the 
controlling shareholder of the Company) and/or its subsidiaries as directors of the Company, 
including a director who will serve as Chairman of the Board of Directors; the provision of 
management assistance and consulting, economic and accounting consulting on matters 
such as the preparation of the annual budget, the strategic plan, and key strategic and 
business processes of the Company. In addition, in practice, internal audit services are also 
provided by IDB. 
In the reported period the Company paid IDB Development annual management fees of NIS 
2,447 thousand. For details regarding the Management Agreement between the Company 
and IDB Development, see Section 21 of Chapter D of the Periodic Report (Additional 
Details on the Corporation).  

 
For the examination and assessment of the remuneration terms in relation to the contribution 
of services that IDB Development provides to the Company, the Company’s Board of 
Directors examined, inter alia, the services provided to the Company under the Management 
Agreement and their contribution to the Company.  
 
In the opinion of the Company’s Board of Directors, taking into account all the considerations 
detailed above, and taking into account the scope and complexity of the services provided to 
the Company, while paying attention to the scope of its business, and also taking into 
account their usefulness for the development of the Company, in the reporting period, the 
compensation in respect of the services in the reported period is in line with the best interest 
of the Company and is fair and reasonable in relation to the contribution to the Company in 
this period.  

 
g. Directors’ Compensation 
 

In the reported period some of the directors serving in the Company were eligible to receive 
an annual bonus and a participation bonus in respect of their service as directors of the 
Company, as detailed in Section 21 of Chapter D of the Periodic Report (Additional Details 
on the Corporation). 

  
For the purposes of examining and assessing the compensation terms of the eligible 
directors, the Company’s Board of Directors examined, inter alia, the level of responsibility 
assigned to the eligible directors, their contribution to the Company, and the results of the 
Company’s activities in 2010.  
In the opinion of the Company’s Board of Directors, taking into account their efforts and the 
responsibility assigned to the eligible directors, their experience and their contribution to the 
Company in 2010, and taking into account the fact that the remuneration of the directors is 
determined according to the Companies Regulations (Rules regarding Compensation and 
Expenses of External Directors) - 2000, as is accepted amongst many public companies, the 
compensation of the eligible directors is in line with the benefit to the Company and is fair 
and reasonable in relation to the contribution of the directors in their roles during the period.  
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c. Corporate Governance Issues (Continued) 
 

7.  Remuneration of Interested Parties and Senior Executives (Continued) 
 
h. Examination of the management services agreement of Taavura with Avraham Livnat 

Ltd. and with Mashav (“Management Agreement”)  
 

Pursuant to the agreement, starting from 1996, Taavura pays a management fee payment to 
both Avraham Livnat Ltd. and Mashav Initiation and Development Ltd. (“Mashav”) of NIS 
250,000 each per annum, for the provision of director services by each party to Taavura, as 
detailed in Section 21 of Chapter D of the Periodic Report (Additional Details on the 
Corporation). 
 
In practice, by virtue of the Management Agreement, six directors are appointed to serve as 
directors of Taavura by Avraham Livnat Ltd. The services provided were professional and 
appropriate and were at a high level. Taavura also benefited from the contribution of the 
know-how, experience and skills of these directors. The services provided contributed to the 
stability of Taavura, the advancement of its business and to the continued performance and 
development of Taavura.  

 

In the opinion of the Company’s Board of Directors, taking into account the scope of the 
services provided to Taavura and their contribution to the development of Taavura, and 
taking into account the scope and complexity of the Company’s business, the consideration 
in respect of the services is fair and reasonable.  

 
i. Mr. Avraham Livnat – CEO of Taavura Holdings Ltd. (“Taavura”) 

 
Pursuant to an employment agreement from 1996, Mr. Avraham Livnat is employed as the 
CEO of Taavura. In 2010, Mr. Livnat received compensation in respect of his full-time 
employment as CEO, as detailed in Section 21 of Chapter D of the Periodic Report 
(Additional Details on the Corporation). 
 
In 2010, the cost of Mr. Avraham Livnat’s employment as CEO of Taavura came to NIS 
1,348 thousand. For the purposes of the examination and assessment of Mr. Livnat’s 
remuneration terms and for the examination of his bonus, the Company’s Board of Directors 
examined the criteria detailed above. Mr. Livnat has a great deal of knowledge and business 
experience. Mr. Livnat’s familiarity of many years with the Company’s business, its 
customers, employees and suppliers contributes greatly to Taavura’s business and 
performance. 
 
In light of all the considerations presented above, in the opinion of the Board of Directors of 
the Company, Mr. Livnat’s compensation in 2010 is in line with the best interest of the 
Company and of Taavura, and is fair and reasonable in relation to Mr. Livnat’s contribution to 

Taavura in his role in 2010. 
 
j. Yoel Feldschuh – CEO Nesher 

  
In 2010, the cost of Mr. Yoel Feldschuh’s employment as CEO of Nesher amounted to NIS 
3,124 thousand. For details regarding the remuneration given to Mr. Yoel Feldschuh, see 
Section 21 of Chapter D of the Periodic Report (Additional Details on the Corporation) of the 
Company as of December 31, 2010. For the examination and assessment of the 
remuneration terms of Mr. Feldschuh, the Company’s Board of Directors examined, inter 
alia, the criteria detailed above.  
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c. Corporate Governance Issues (Continued) 
 

7.  Remuneration of Interested Parties and Senior Executives (Continued) 
 

Mr. Feldschuh serves as CEO of Nesher and is responsible for the management and 
development of the company’s business activity, the leadership of its business strategy and 
the achievement of its medium- and long-term goals. Mr. Feldschuh is heavily involved in 
Nesher’s activity which is engaged in a complex business and regulatory environment. 
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d. Disclosure Directives Related to the Financial Reporting of the Corporation 
 

1. Events Subsequent to the Balance Sheet Date 
 

a. Regarding Nova ,see Note 32 of the Company’s financial statements as of December 31, 
2010. 
 

b. Netvision 
 

On March 13, 2010, Netvision received a proposal for conducting negotiations in relation to a 
merger with a subsidiary of Cellcom Israel Ltd. (“the Negotiation Proposal” and “Cellcom” 
respectively). 
 
Netvision reported the details of the Negotiation Proposal as they were presented in 
Cellcom’s letter: 
Pursuant to the merger transaction proposed by Cellcom, all the shares of Netvision will be 
purchased, in consideration for cash, according to a valuation of the entire share capital of 
Netvision of NIS 1,500,000,000 (NIS 1.5 billion), such that subsequent to the completion of 
the proposed transaction, Netvision will become a private company wholly owned by 
Cellcom. This amount reflects a price per share of NIS 47.47 (taking into account the current 
issued share capital of Netvision). According to the Negotiation Proposal, the consideration 
in the agreement will be subject to adjustments as is standard in transactions of this kind, 
such as in the event of the distribution of a dividend.  
 
Under the Negotiation Proposal, the engagement in the transaction will be subject, inter alia, 
to the execution of a due diligence examination by Cellcom, the receipt of a valuation by an 
objective party to be jointly appointed by Cellcom and Netvision, and the receipt of a fairness 
opinion that will support the valuation, the conducting of negotiations and agreement on the 
formulation of binding and definitive agreements, and an approval of the transaction by the 
Audit Committee and the Board of Directors of Netvision and Cellcom.  
 
Netvision also reported that according to the Negotiation Proposal if a definitive agreement is 
reached, closing of the transaction would be subject, inter alia, to the following conditions: (1) 
The receipt of the requisite regulatory approvals including an approval from the 
Communications Ministry and an approval from the Anti-Trust Authority, as required, and 
conditions to the satisfaction of Cellcom; (2) The receipt of the requisite approvals for the 
merger at the respective general meetings of the shareholders of Cellcom and Netvision, and 
receipt of the approvals of the authorized organs of Netvision’s controlling shareholder, 
Discount Investments Corporation Ltd. (a sister company of the Company) (“DIC”) and of the 
Company; (3) Consents and other terms, including in accordance with the due diligence 
examination.  
It should be noted that Cellcom is controlled by DIC, one of the controlling shareholders of 
netvision. Approval of the transaction at the general meeting of shareholders of Netvision (to 
the extent that it is decided to carry it out and binding and definitive agreements are reached, 
as stated) will be with the majority required by law, of the shareholders that are not the 
controlling shareholders of Netvision. 
 
On March 21, 2011, the Board of Directors of Netvision decided to designate a special 
committee of the Board of Directors to appoint, together with Cellcom, an objective appraiser 
and to appoint an appraiser to provide a fairness opinion. 
 
It should be noted that at this stage there is no certainty regarding Netvision and Cellcom 
entering into a definitive agreement, regarding the terms including the price, or regarding its 
completion, should Netvision and Cellcom reach an understanding and sign an agreement. 
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d. Disclosure Directives Related to the Financial Reporting of the Corporation 
(Continued) 
 

1. Events Subsequent to the Balance Sheet Date (Continued) 
 
 At this stage the Company assumes that should the transaction in fact take place with the 

terms detailed above, it is expected to receive consideration for its holding in Netvision of 
NIS 446 million. In addition, on the basis of the balance of the investment in Netvision as it 
appears in the Company’s books as of December 31, 2010, the Company is expected to 
record a gain of NIS 69 million, on completion of the transaction. 

 
c. With respect to a dividend declared subsequent to the balance sheet date, see Note a5, 

above. 
 
 
2. Disclosure of critical estimates  
 
 Estimates and assumptions 

 
The preparation of the Group's financial statements in conformity with IFRS requires the 
managements of the Company and investees to make judgments, estimates and 
assumptions that affect the application of the accounting policy and the amounts of assets, 
liabilities, income and expenses. It should be clarified that the actual results could differ from 
these estimates. When formulating the accounting estimates used in preparation of the 
Company's financial statements, the managements of the Company and investees must 
make certain adjustments regarding circumstances and events that entail significant 
uncertainty. 
 
The managements base their judgment when determining the estimates on past experience, 
various facts, external factors and reasonable assumptions, conforming to the appropriate 
circumstances for each estimate. 
The estimates and assumptions on the basis of which these financial statements were 
prepared, are reviewed regularly. Changes in accounting estimates are recognized in the 
period in which the estimates were modified and in every affected future period. 

  
For the principal assumptions that were made in the financial statements related to the 
uncertainty as at the balance sheet date and crucial estimates that were calculated by the 
group, where material change in the estimates and assumptions may serve to alter the value 
of assets and liabilities in the financial statements during the next reported year. 
See Note 2b of the Company’s financial statements as of December 31, 2010. 

 
3. Contingent Liabilities 
 

a. Kitan 
 

In April 2008, a lawsuit and motion to certify it as a class action was filed against Kitan, 
a wholly owned investee of the Company, under the Class Actions Law (hereinafter: 
"The Lawsuit"). 
The lawsuit alleges non-compliance with pollutant emissions standard at Kitan's plant 
in Dimona (hereinafter: "The Non-Compliance"). The plaintiffs are seeking financial 
damages for impairment of autonomous will and placing the residents' health at risk 
and request that Kitan establish a fund for medical supervision. 
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d. Disclosure Directives Related to the Financial Reporting of the Corporation 
(Continued) 
 

2. Disclosure of critical estimates (Continued) 
 
The plaintiffs estimate the damage caused to the people of Dimona as a result of the 
non-compliance up to the date of filing the claim at approximately NIS 234 million. 
 
For additional details, see Note 24b3 to the Company's financial statements as at 
December 31, 2010. 

 
b. Netvision 

 
As for claims and motions to approve those claims as class actions filed against 
Netvision, see Note 24c1 to the Company's financial statements as of December 31, 
2010. 
 

In their review report of the financial statements, the Company's auditors draw attention to 
the claims as aforesaid in sections 'a' and 'b', above. 
 

 

4. Engagements 
 
 See Notes 25 and 31 of the Company’s financial statements as of December 31, 2010. 
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e. Dedicated Disclosure to Debenture Holders 

1. Debentures 
a.   Debenture data (appearing in NIS millions, rounded off to the nearest million): 

Name of 
Debenture 

Issue date (*) Issued par 
value 

Par value balance Linked par 
value balance 

Accrued 
interest 

Book 
value 

Fair 
value 

Interest 
type 

Principal 
payment 

dates 

Interest 
payment dates 

Linkage Material 
series 

Series I 

13.08.2001 86 25 30 1 30 
 
33 
 

Fixed 5.7% 

7 annual 
installments 
starting Aug-
30-06 

Annual Aug-30 Index 

 
No 

Series K 

12.11.2003 137 59 69 2 69 76 Fixed 5.95% 

7 annual 
installments 
starting May-
31-07 

Annual May-31 Index 

 
No 

Series L 
02.05.2005  333   

339 398 17 398 417 Fixed 4.35% 

5 annual 
installments 
starting Jan-10-
09 

Annual Jan-10 Index 

 
 
 
Yes 

25.05.2005 140 

11.04.2006 91 

Total L 564 

Series M6 
02.06.2005 70 

533 621 16 598 
 
693 
 

Fixed 4.5% 

5 annual 
installments 
starting Jun-10-
13 

Annual Jun-10 Index 

 
 
 
Yes 

11.04.2006 151 

13.07.2006 342 

Total M 563 

Series N7 

16.01.2007 500 477 545 26 544 608 Fixed 4.9% 

5 annual 
installments 
starting Jan-16-
18 

Annual Jan-16 Index 

 
Yes 

Series O 
 

06.12.2009 250 250 250 8 248 260 Fixed 5.59% 

5 annual 
installments 
starting Jun-10-
13 

Annual Jun-10 Unlinked 

 
Yes 

                                                 
6 The balance presented (except "issued par value" data) is net of NIS 30 million par value held by a wholly-owned subsidiary. 
7 The balance presented (except "issued par value" data) is net of NIS 23 million par value held by a wholly-owned subsidiary. 

 
(*) The initial date of issue. Some of the series were extended on a later date. 
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e. Dedicated Disclosure to Debenture Holders  (Continued) 
 
2. Details of trustee  
 
a. Series I, K: SAG Trust Company Ltd., contact person: David Gottlieb, Adv. 7 Menachem 

Begin Street, Ramat Gan 5251, Tel: 03-6113000 
 
b. Series L: Hermetic Trust (1975) Ltd., contact person: Dan Avnon, Adv. 113 Hayarkon St.; 

Tel-Aviv 63573; Tel: 03-5274867 
 
c. Series M: Reznik Paz Nevo Trusts Ltd., contact person: Yossi Reznik, CPA. 14 Yad 

Harutzim Street, Tel Aviv; Tel: 03-6389200 
 
d. Series N: Kaldan Trust Company Ltd.; contact person: Moran Shachar, Adv. 7 Menachem 

Begin Street, Ramat Gan 52681; Tel: 03-6109000, regarding the resignation of the 
trustee, see Section F2, below. 

 
e. Series O: Strauss Lazar Trust Company (1992) Ltd.; contact person: Uri Lazar, Adv., 17 

Itzhak Sadeh Street, Tel Aviv; Tel: 03-6237777 
 
3. Rating 
 
a.  Rating of outstanding series of liability certificates: 
  

Name of 
Debenture 

Rating Company Rating Set Upon 
Issue (**) 

Examination of Rating 
Update, January 2011 

(**) 

Series I Maalot (*)AA +  A+/Negative\ il 

Series K Maalot AA/Stable  A+/Negative\ il 
Series L Maalot AA/Stable  A+/Negative\ il 
Series M Maalot AA/Stable  A+/Negative\ il 
Series N Maalot AA/Stable  A+/Negative\ il 

Series O Maalot A+/Stable  A+/Negative\ il 

 
(*) Series K was issued in November 2003, the rating of Series I was updated in the 

Maalot report to AA.  
(**)    Attached here as Appendix B, is a Maalot report from January 2011.  

 
b.  Development in the Rating of Company Debentures 
 

In January 2007, Maalot rated the Company's long-term debt solvency as AA. Said 
rating is based on a variety of quantitative and qualitative parameters which 
examine the business positioning and financial stability of the Company and its 
investees. The rating report is attached as an appendix to the Company’s Board of 
Directors report as of December 31, 2008. 



 

 
Board of Directors' Report on the Corporation's State of Affairs as at 

December 31, 2010 

 

63 

e. Dedicated Disclosure to Debenture Holders  (Continued) 
 

In July 2009 Maalot downgraded the rating of CII’s Series I, K, L, M and N 
debentures from AA/CW Negative to a rating of A+ with a stable outlook (this was 
as part of the downgrading also of the series of debentures of IDB Holdings, IDB 
Development and Discount Investments to A+ with a stable outlook and a rating of 
A+ for Koor). Maalot's rating report from July 2009 stated that according to their 
methodological approach, they are referring to and examining the five headquarter 
companies of IDB as a single unit, for the purpose of evaluating credit risks, in view 
of the holding structure and characteristics of control and management in the IDB 
Group, the importance of the strategy of each headquarter company to the Group 
and the identity attributed to the headquarter companies as part of the "IDB Group". 
Maalot further stated that the downgrading reflects mainly the increase in the level 
of aggregate leverage of the IDB Group. This rating is based on a range of 
qualitative and quantitative parameters, which examine the aggregate financial 
leverage and liquidity of the IDB Group. 
 
In January 2011 Maalot approved a rating of il/A+ for CII’s Series I, K, L, M, N and 
P debentures, and updated the rating outlook from stable to Negative (il/A+ 
Negative). This was as part of the ratification of the rating and updating of the rating 
outlook similarly for the debenture series of IDB Holdings, IDB Development, DIC 
and Koor. In this rating report, Maalot noted that the negative rating outlook reflects 
the fact that the aggregate level of leverage of the IDB Group exceeds 60% which 
Maalot sees as appropriate for the present rating, given the level of business risk of 
the IDB Group. Maalot also noted that it expects that the leverage level of CII will 
not exceed the aggregate level of the group.  
 
Regarding changes in the rating of the debt solvency of CII’s material holdings, see 
Section 9, below. 
 

4. Details of compliance with terms and liabilities to holders of debentures: 
In 2010, the Company complied with all the terms and liabilities to holders of 
debentures. 
 

   5. Breach of obligations or terms stipulated in deed of trust: 
There were no breaches of obligations or terms stipulated in the deeds of trust in 
2010. 

 
6. Disclosure of actions taken in the reported period in connection with liability 

certificates based on the trustee's requirements: 
 
Series N 

 
On February 11, 2010, the company received notice from Kaldan Trust Company 
Ltd. ("the trustee") regarding its resignation from trusteeship over the debentures 
(Series N) of the company. 

 
The reason for the resignation, as related to the company by the Trustee, was the 
fact that on February 7, 2010, the Board of Directors of the Trustee decided that it 
would discontinue its trust operations and transfer the trusteeship accounts of 
debentures with which it was entrusted to an alternate trustee.  

 
The Trustee further related in its message, that according to the directives of the 
trust certificate, the company must act to appoint a new trustee. This resignation will 
become effective only after obtaining court approval and appointing an alternate 
trustee.  
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e. Dedicated Disclosure to Debenture Holders  (Continued) 
 

True to the date of approval of these financial statements, a new trustee has yet to 
be appointed. 

 
7.  Description of assets under lien to holders of liability certificates: 
 

There are no assets under lien. 
 

8.  Issues and purchases of the Company’s debentures 
 

a. Issue of additional debentures by the Company 
 

In December 2009, the Company issued, through a shelf offering report, 
250,000,000 debentures (Series O), each of NIS 1 par value. The debentures 
(Series O) are unlinked, bear annual interest at the rate of 5.59%, and will be 
repaid in five equal annual installments commencing June 2013. The interest 
on the debentures will be paid annually, commencing June 2010. 

 
 b.  Company debentures held through a subsidiary: 

 
 As of December 31, 2010, a wholly owned subsidiary holds 52,500,000 

debentures of NIS 1 par value, the value of which in the books amounts to 
NIS 59 million and their value on the Stock Exchange is NIS 68 million. 

  
 

9.  Changes in the ratings of material investees of CII 
 

a. In August 2009, Standard & Poor's Maalot Ltd. ("Maalot") updated the rating 
of the Series A-C debentures of Mashav Initiation and Development Ltd. 
("Mashav") from a rating of AA to AA-. The rating forecast is stable. Ma'alot 
indicated that the lower rating was due to the lowering of the rating of parent 
company Clal Industries in July 2009. The downgrading is not due to any 
worsening in the financial or business profile of the Mashav Group, for which 
Maalot's evaluation remains as it was. In December 2010, the rating was 
ratified by Maalot which noted that in order to maintain the level of the current 
rating Mashav would be expected to maintain certain debt coverage ratios. 

 
b. In August 2009, Maalot announced that it had updated the rating for the 

debentures (Series A) of Taavura from AA- to A+. The ratings outlook is 
stable. Maalot stated that the downgrading reflects the ongoing slump in the 
business environment in which the Taavura Group operates and its effect on 
the Group's financial profile. Nonetheless, the current rating continues to 
reflect the high competitive position, the broad business diversification and 
financial profile that are reasonable for the group's rating. In December 2010, 
Maalot ratified the A+ rating for the debentures issued by Taavura. The rating 
forecast is stable. Maalot noted that the rating outlook reflects its assessment 
that Taavura’s operational performance is expected to remain stable due to 
the continued recovery of the Israeli economy. In the rating report it was 
noted that the ratification of the current rating continues to reflect Maalot’s 
assessment in relation to Taavura’s high competitive position, its broad 
business diversification and its high profitability, which, in the opinion of 
Maalot, are expected to continue to contribute to the stability in the financial 
risk profile of the Taavura group.  
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e. Dedicated Disclosure to Debenture Holders  (Continued) 
 
c. In October 2009, Maalot announced that it had updated the rating for the 

debentures of Hadera Paper to A+/Negative Outlook. Maalot stated that its 
downgrading reflects mainly: The significant deterioration incurred by the 
paper products industry, expressed in falling demand and prices, the 
increased financial leverage of Hadera Paper compared with Maalot's 
expectations at the time of the previous evaluation, and the challenge facing 
the Hadera Paper Group in the present business climate, in finding markets 
and achieving profitability for the increased production capacity. 

 
In February 2011 in light of a decrease in the financial leverage and an 
improvement in the business positioning of Hadera Paper, Maalot announced 
that it had ratified the rating of the debentures of Hadera Paper, and changed 
its rating outlook to Stable (ilA+/Stable). 

 
 
 
 
The Company's Board of Directors and management wish to expressed their gratitude 
to the managers and employees of the Group companies for their contribution to the 
advancement and development of the Group companies and their achievements. 

 
 
 
 
 
 
 
 
 
 
 
     

Nochi Dankner 
Chairman of the Board of 

Directors 

 Avi Fisher 
Director and Co-CEO 

 Zvika Livnat 
Co-CEO 
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Appendix A: 
Sensitivity Analyses of Financial Instruments to Changes in Market Factors 

 
 1. Assumptions: 

a. The fair value of marketable securities is measured at their quoted market 
prices as of December 31, 2010. 

b. The fair value of debentures was calculated using the current value of future 
cash flows including discounted interest, at the interest that the Company 
would have received and at a similar debt ranking had the Company 
raised/borrowed liabilities with a similar average life-span based on the 
effective interest in respect of the marketable debentures or a quotation 
received by the Company from a financial institution as of the balance sheet 
date. The fair value of debentures listed for trade on the stock exchange is 
measured based on their quoted market prices as at December 31, 2010. 

c. The fair value of long-term loans and liabilities was calculated at the current 
value of the future cash flows including interest in respect of these liabilities, 
discounted by the interest that the Company would have received from a 
bank had it borrowed a similar amount with a similar maturity term. 

d. The fair value of NIS/CPI forward contracts and NIS/US$ options was 
presented at a quotation received by the Company from financial institutions. 

e. Changes in exchange rates possess an influence both on the reported results 
and on the shareholders' equity of the company as a result of the allocation of 
translation differences, originating from the translation of financial statements 
published in foreign currency of the investee companies. 
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2. Sensitivity analysis tables of sensitive financial instruments included in the 
consolidated financial statements dated December 31, 2010, to changes in market 
factors 

 

Sensitivity analysis to changes in US dollar exchange rate 

Instrument 
Profit (loss) from 

change 

Fair value 
as at 

Dec-31-10 

Profit (loss) from change 

  

10% rise in 
exchange 

rate 

5% rise in 
exchange 

rate 

5% 
decrease in 
exchange 

rate 

10% 
decrease in 
exchange 

rate 

Cash and cash equivalents  14  7  138 (7) (14) 

Accounts receivable  12  6  122 (6) (12) 

Short-term investments, 
excluding derivative financial 
instruments  15  7  148 (7) (15) 

Loans and receivables, 
including current maturities  1  1  12 (1) (1) 

Other long-term investments, 
excluding derivative financial 
instruments  2  1  20 (1) (2) 

Derivative financial instruments  10  5  99 (5) (10) 

Other Accounts Payable (16) (8) (160)  8  16 

Overdrawn facilities  -  - (2)  -  - 

Other long-term liabilities (3) (1) (29)  1  3 

Total  35  18  348 (18) (35) 

NIS/US$ options  *  * (1)  *  * 

NIS/US$ forward transaction (1) (1)  1  *  * 

Total  34  17  348 (18) (35) 
 
 

Sensitivity analysis to changes in euro exchange rate 

Instrument 
Profit (loss) from 

change 

Fair value 
as at 

Dec-31-10 

Profit (loss) from change 

  

10% rise in 
exchange 

rate 

5% rise in 
exchange 

rate 

5% 
decrease in 
exchange 

rate 

10% 
decrease in 
exchange 

rate 

Cash and cash equivalents  11  5  108 (5) (11) 

Accounts receivable  6  3  57 (3) (6) 

Short-term loans and deposits  3  1  29 (1) (3) 

Other Accounts Payable (22) (11) (223)  11  22 

Bank loans, including current 
maturities 

(3) (2) (32)  2  3 

Other liabilities, including 
current maturities 

 
 - 

 
 - 

 
(5) 

 
 - 

 
 - 

Total (5) (4) (66)  4  5 

NIS/€ forward transaction  4   2  * (2) (4) 

Total (1) (2) (66) 2 1 
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Sensitivity analysis to changes in NIS interest rate 

Instrument Profit (loss) from change 

Fair 
value as 

at 
Dec-31-

10 

Profit (loss) from change 

 Absolute 
rise of 
2% in 

interest 
rate 

10% rise 
in 

interest 
rate 

5% rise 
in 

interest 
rate 

5% 
decreas

e in 
interest 

rate 

10% 
decreas

e in 
interest 

rate 

Absolute 
decrease 
of 2% in 
interest 

rate 

Loans and receivables, including 
current maturities (2)  *  *  27  *  *  2 

Debentures  261  48  24 (3,781) (25) (50) (170) 

Loans from banks and other 
creditors, including current 
maturities  55  13  7 (1,068) (7) (14) (61) 

Current financial liabilities  *  *  * (8)  *  *  * 

Total  314  61  31 (4,830) (32) (64) (229) 

 

Sensitivity analysis to changes in stock market rates  

Instrument 
Profit (loss) from 

change 

Fair value 
As at 

Dec-31-10 

Profit (loss) from change 

  
10% rise in 

prices 
5% rise 
in prices 

5% 
decrease in 

prices 
10% decrease 

in prices 

Current short term 
investments - marketable 
securities  79  39  789 (39) (79) 

Available-for-sale financial 
assets   11  5  107 (5) (11) 

Total  90  44  896 (44) (90) 

 

Sensitivity analysis to changes in the CPI 

Instrument 
Profit (loss) from 

change 

Fair value 
as at 

Dec-30-10 

Profit (loss) from change 

 
2% rise in 

CPI 
1% rise in 

CPI 

1% 
decrease in 

CPI 

2% 
decrease in 

CPI 

 Forward on unknown index as 
accounting hedge 

 
17 

 
9 

 
4 

 
(9) 

 
(17) 

 
(*) Represents an amount of less than NIS 1 million. 
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3. Sensitivity analysis tables of financial instruments included in the consolidated 
financial statements dated  

     December 31, 2010, to changes in market factors 
 

Sensitivity analysis to changes in US dollar exchange rate 

Instrument 
Profit (loss) from 

change 

Fair value 
as at 

Dec-31-09 

Profit (loss) from change 

  

10% rise in 
exchange 

rate 

5% rise in 
exchange 

rate 

5% 
decrease in 
exchange 

rate 

10% 
decrease in 
exchange 

rate 

Cash and cash equivalents  25 12 247 (12) (25) 

Accounts receivable 10 5 98 (5) (10) 

Short-term investments, 
excluding derivative financial 
instruments 10 5 102 (5) (10) 

Loans and receivables, 
including current maturities  5  3  50 (3) (5) 

Other Investments  13 6 127 (6) (13) 

Other Accounts Payable (11) (6) (114)  6  11 

Other Liabilities  (4) (2) (43)  2  4 

Total 48 23 467 (23) (48) 

NIS/US$ forward transaction  3  1  - (1) (3) 

Total 51 24 467 (24) (51) 

 
 

Sensitivity analysis to changes in euro exchange rate 

Instrument 
Profit (loss) from 

change 

Fair value 
as at Dec-

31-09 

Profit (loss) from change 

  

10% rise in 
exchange 

rate 

5% rise in 
exchange 

rate 

5% 
decrease in 
exchange 

rate 

10% 
decrease in 
exchange 

rate 

Cash and cash equivalents  5  2  48 (2) (5) 

Accounts receivable  4  2  39 (2) (4) 

Short-term loans and deposits  4  2  37 (2) (4) 

Other Accounts Payable (13) (7) (133)  7  13 

Bank loans, including current 
maturities 

(4) (2) (39)  2  4 

Other liabilities, including 
current maturities 

 
(3) 

 
(1) 

 
(25) 

 
 1 

 
 3 

Total (7) (4) (73)  4  7 

NIS/€ forward transaction  5  2 (1) (4) (7) 

Total (2) (2) (74) - - 

 



 

 
Board of Directors' Report on the Corporation's State of Affairs as at 

December 31, 2010 

 

70 

 

Sensitivity analysis to changes in NIS interest rate 

Instrument Profit (loss) from change 

Fair 
value as 

at 
Dec-31-

09 

Profit (loss) from change 

 Absolute 
rise of 
2% in 
interest 
rate 

10% rise 
in 
interest 
rate 

5% rise 
in 
interest 
rate 

5% 
decreas
e in 
interest 
rate 

10% 
decreas
e in 
interest 
rate 

Absolute 
decrease 
of 2% in 
interest 
rate 

Loans and receivables, including 
current maturities  

   
 - 

 
 - 

 
 94 

 
 - 

 
 -  

Debentures  145  61  31 (3,875) (31) (64) (156) 

Loans from banks and other 
creditors, including current 
maturities  4 

 
 2 

 
 1 

 
(301) 

 
(1) 

 
(2) (4) 

Current financial liabilities  12  7  3 (412) (3) (7) (13) 

Total 161 70 35 (4,494) (35) (73) (173) 

 
* Represents an amount of less than NIS 1 million. 

 
 
 

Sensitivity analysis to changes in stock market rates  

Instrument Profit (loss) from change 

Fair value 
as at 

Dec-31-
09 

Profit (loss) from change 

  

35% 
rise in 
prices 

10% 
rise in 
prices 

5% 
rise in 
prices 

5% 
decrea
se in 
prices 

10% 
decrea
se in 
prices 

31% 
decrease in 

prices 

Current short term 
investments - marketable 
securities -  58  29  584 (29) (58) - 

Available-for-sale financial 
assets  -  2  1  15 (1) (2) - 

Total -  60  30  599 (30) (60) - 

 

Sensitivity analysis to changes in the CPI 

Instrument 
Profit (loss) from 

change 

Fair value 
as at 

Dec-31-09 

Profit (loss) from change 

 
2% rise in 

CPI 
1% rise in 

CPI 

1% 
decrease in 

CPI 

2% 
decrease in 

CPI 

 Forward on unknown index as 
accounting hedge 

 
10 

 
5 

 
4 

 
(5) 

 
(10) 

Total 10 5 4 (5) (10) 

 
* Represents an amount of less than NIS 1 million. 
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Appendix B – Maalot announcement from January 2011 
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AUDITORS' REVIEW REPORT TO THE SHAREHOLDERS OF 

CLAL INDUSTRIES AND INVESTMENTS LTD. 
 

Auditor’s report regarding the Audit of Internal Controls over Financial Reporting  
in accordance with Section 9B(c) of the Securities Regulations 

 (Periodic and Immediate Reports), 1970 
 
We have audited the internal controls over the financial reporting of Clal Industries and Investments Ltd. and its 
subsidiaries (hereinafter together: “the Company”) as of December 31, 2010. The controls were determined as explained 
in the following paragraph. The Company’s board of directors and management are responsible for maintaining effective 
internal control over financial reporting and for their assessment of the effectiveness of these internal controls over the 
financial reporting, attached to the periodic report as of this date. Our responsibility is to express an opinion on the 
Company’s internal controls over financial reporting based on our audit. 
 
We did not examine the effectiveness of internal audit control over the financial reporting of subsidiaries, whose assets 
and revenues included in the consolidation constitute 38% and 32%, respectively, of the relevant amounts in the 
consolidated financial statements as of December 31, 2010 and for the year then ended. The effectiveness of internal 
audit control over the financial reporting of these companies was audited by other auditors whose reports were furnished 
to us, and our opinion, insofar as it relates to effectiveness of internal audit control over the financial reporting of such 
companies, is based on the reports of the other auditors. 
 
The internal controls over financial reporting which we audited were determined in accordance with Audit Standard 104 of 
the Institute of Certified Public Accountants in Israel "Audit of Internal Controls Over Financial Reporting" (hereinafter - 
"Audit Standard 104"). These components are: (1) entity-level controls, including controls over the preparation and 
closure of financial reporting and information technology general controls (ITGC); (2) controls over the process of 
dividend distribution; (3) controls over the cash balance management process; (4) controls over the debt balance 
management process; (5) controls over the process of investments in investee companies and disposal of holdings; (6) 
controls over the sale process; (7) controls over the acquisition process; (8) controls over the inventory and production 
process (all these are jointly referred to below as "the audited control components"). 
 
We conducted our audit in accordance with Audit Standard 104, which requires us to plan and perform the audit to 
identify the audited control components and to obtain reasonable assurance about whether these control components 
were effective in all material respects. Our audit included obtaining an understanding of the internal control over financial 
reporting, identifying the audited controls, assessing the risk for material weaknesses in the audited controls, and testing 
and evaluating of the effectiveness of the planning and implementation of these controls based on the assessed risk. Our 
audit, regarding these controls, included performing other procedures, as we considered necessary under the 
circumstances. Our audit referred only to the audited controls, as opposed to internal control over all significant 
processes related to financial reporting, therefore our opinion refers to the audited controls only. Additionally, our audit 
did not refer to reciprocal effects between audited controls and those that are unaudited, therefore our opinion does not 
take into account such possible effects. We are confident that our audit and the financial statements of the other certified 
public accountants, provide an appropriate basis for our opinion. 
 
Due to its inherent limitations, internal control over financial reporting in general, and internal control components in 
particular, may not prevent or disclose misstatement. Moreover, drawing forward-looking conclusions based on any 
present assessment of effectiveness involves risks that the controls may become inadequate due to changes in 
conditions or that the degree of compliance with the policies or procedures may deteriorate. 
 
In our opinion, based on our audit and on the reports of the other auditors, the Company has implemented effectively, in 
all material aspects, the audited controls as of December 31, 2010. 
 
We have also audited, in accordance with generally accepted auditing standards in Israel, the Company’s consolidated 
financial statements as of December 31, 2010 and 2009 and for each of the years ended on December 31, 2010, 2009 
and 2008 and our report, dated March 22, 2011, includes an unqualified opinion of these financial statements, based on 
our audit and the reports of the other auditors. 

 
 
Tel Aviv  Kost Forer Gabbay and Kasierer 

March 22, 2011  CPAs 
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AUDITORS' REVIEW REPORT TO THE SHAREHOLDERS OF 

CLAL INDUSTRIES AND INVESTMENTS LTD. 
 
 
We have audited the Consolidated Statements of Financial Position of Clal Industries and Investments Ltd 
(hereinafter – "the Company") as of December 31, 2010 and 2009 and the Consolidated Statements of 
Income, Comprehensive Income, Changes in Shareholders' Equity and Cash Flows for each of the years 
ended on December 31, 2010, 2009 and 2008. These financial statements are the responsibility of the 
company's Board of Directors and management. Our responsibility consists of providing a professional 
opinion regarding these financial statements, based on our audit. 
 
We have not audited the financial statements of consolidated subsidiaries whose assets – as included in the 
consolidation – constitute approximately 44% and 41% of the total consolidated assets as at December 31, 
2010 and 2009, respectively, and whose revenues – as included in the consolidation – constitute 
approximately 39%, 36% and 40% of the total consolidated revenues in the years ended December 31, 2010, 
2009 and 2008, respectively. In addition, we did not audit the financial statements of any companies 
accounted for by the equity method, the investment in which at December 31, 2010 and 2009 totaled 
approximately NIS 1,249 millions and NIS 1,418 millions, respectively, and the Company's share in the results 
of these companies amounted to a profit of NIS 45 million, a profit of NIS 52 million and a loss of NIS 11 
million for the years that ended on December 31, 2010, 2009 and 2008, respectively. The financial statements 
of these companies were audited by other auditors, whose reports have been furnished to us, and our 
opinion, insofar as it relates to amounts included for those companies, is based on the reports of the other 
auditors. 
 
We conducted our audits in accordance with generally accepted auditing standards in Israel, including those 
prescribed under the Auditors' Regulations (Auditor's Mode of Performance) - 1973. Those standards require 
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free of material misstatement. The audit includes sample examinations of evidence supporting the sums and 
the information appearing in the financial statements. The audit also includes an examination of the 
accounting principles that were implemented, as well as the material estimations that were made by the 
Company’s Board of Directors and its management, coupled with an estimate of the appropriateness of the 
overall presentation of the financial statements. We are confident that our audit and the financial statements 
of the other certified public accountants, provide an appropriate basis for our opinion. 

 
In our opinion, based on our audit and the reports of the other accountants, the aforementioned financial 
statements present fairly, in all material aspects, the financial position – of the Company and the 
consolidated subsidiaries – as at December 31, 2010 and 2009, as well as the results of operations, 
changes in equity and the cash flows for each of the years ended December 31, 2010, 2009 and 2008, in 
conformity with International Financial Reporting Standards (IFRS) and the directives of the Securities 
Regulations (Annual Financial Statements) - 2010. 
 
Without qualifying our professional opinion, we draw attention to Note 24 to the financial statements regarding 
claims filed against investees and motions to certify these claims as class actions. 
 
We have also audited, in accordance with Audit Standard 104 of the Institute of Certified Public Accountants 
in Israel "Audit of Internal Controls over Financial Reporting" components of internal audit over the financial 
reporting of the Company as of December 31, 2010, and our report dated March 22, 2011, included an 
unqualified opinion on the existence of such components. 
 
 
Tel Aviv  Kost Forer Gabbay and Kasierer 
March 22, 2011  CPAs 
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Consolidated Statement of Financial Position  

 
    As at December 31 

    2010  2009 

  Note  NIS Millions 

Current assets       
       
Cash and cash equivalents  3   861   1,239   
Short-term investments  4   905   981      
Accounts receivable - trade  5   1,376   1,006 
Other accounts receivable  6   182   204 
Inventories  7   1,101   813 
Derivative financial instruments  8   6   9 

       
     4,431   4,252 

       
       
Non-current assets       
       
Inventory of land  2i   23   25 
Loans and receivables  9   61   40 
Financial assets available for sale  10   232   128 
Financial asset at fair value through the statement of income  11h4   16   - 
Derivative financial instruments  8   99   112 
Prepaid expenses and rights in respect of an operating lease  2m   60   *) **)     67    
Investments in associated companies  11   2,207   1,955 
Investment property (real estate)  12   290   256 
Fixed assets, net  13   3,649  *)    3,451 
Intangible assets, net  14   850  **)      914    
Assets on account of employee benefits  22   28   24 
Deferred taxes  23   38  **)       27      

       
     7,553   6,999 

       
Total assets     11,984   11,251 

 
*)   Implemented retroactively, see note 2a4e. 
**) Reclassified, see note 2.38. 
 
 
The accompanying notes constitute an integral part of the consolidated financial statements. 
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Consolidated Statement of Financial Position 

 
    As at December 31 
    2010  2009 
  Note  NIS Millions 
       

Current liabilities       
       
Credit from banks and other lenders  15   503   488 
Current maturities of debentures  19  416  410 
Trade payables  16  755  556 
Taxes to pay  23  51  78 
Accounts payable and credit balances  17  864  720 
Derivative financial instruments  8  2  16 
       
     2,591  2,268 
       
       
Non-current liabilities       
       
Loans from banks and other lenders  18   1,140    *)     840  
Debentures  19   3,060  3,232 
Derivative financial instruments  8   56  20 
Liabilities on account of employee benefits  22  240  220 
Deferred taxes  23  290    **)    310   
Other long-term liabilities  20  108  128 
       
     4,894   4,750 
       
Equity   27     
       
Share capital      1,257  1,257 
Premium on shares    574  574 
Retained earnings     219  200 
Capital reserves     424  394 
       
Capital attributed to shareholders of the Company      2,474  2,425 
       
Non-controlling interests      2,025    *)  1,808 
       
Total Equity       
     4,499  4,233 
       
Total liabilities and equity     11,984  11,251 

 
 
*)   Implemented retroactively, see note 2a4a. 
**) Reclassified, see note 2.38. 
 
The accompanying notes constitute an integral part of the consolidated financial statements. 
 
 
 
 
    

Nochi Dankner 
Chairman of the Board of 

Directors 
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Director and Co-CEO 

Zvika Livnat 
Co-CEO 

Yehuda Ben Ezra 
VP Comptroller 

 
 

March 22, 2011 

Date of approval of the 
financial statements 
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Consolidated Statements of Income 
 
 

 
                                For the year ended  
                                       December 31 

   2010  2009  2008 

 Note  
NIS Millions 

(Except profit per share data) 
Revenues        
        
Sales and services 28a   5,168   4,176  4,204 
Group's share in earnings of associates, net 28b   91   45  4 
Gain on disposal of investments and assets 28c   544   166  33 
Other Income 28d1   54   232  24 
Financial revenues 28e1   69  *)  195    *)   101 
        
    5,926  4,814  4,366 
Expenditures        
        
Cost of sales and services 28f   3,594  *)   2,732   *)  2,633  
Research and development expenses 28g   183  *)   148      *)  115     
Selling and marketing expenses 28h   509   435  422 
General and Administrative Expenses 28i   454   398  319 
Loss on disposal and impairment of investments and 
assets 28c2   90   43  68 
Other expenses 28d2   43   63  54 
Financial Expenses 28e2   350  *)   328    *)  464   
        
    5,223   4,147  4,075 
        
Income before taxes on income    703   667  291 
Taxes on Income 23   64   100  158 
        

Net income     639   567  133 

        
Attributed to:        
Shareholders of the Company     410   450  26 
Non-controlling interests    229   117  107 
        

    639   567  133 

        
Net earnings per share attributable to company 

shareholders (in NIS) 
29  

     
        
        

Basic net earnings    2.60  2.86  0.16 

        
        

 Diluted net earnings    2.54  2.75  0.14 

 
*) Reclassified, see note 2.38. 
 
The accompanying notes constitute an integral part of the consolidated financial statements. 
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Consolidated Statements of Comprehensive Income 

 

 
For the year ended  

December 31 

 2010  2009  2008 

 NIS Millions 

      

    Net income 639   567  133 

      
    Other comprehensive income (loss):      
      
    Revaluation reserve from business combination, net of tax   -   467   33 
    Impairment of assets recognized against revaluation reserve, net   

   of tax (6)  (7)   - 
    Revaluation reserve due to investment property, net of tax  -   1   - 
    Net change in fair value of financial assets available for sale, net   

   of tax  27  (3)   4 
    Actuarial profit (loss) in respect of defined benefit plans, net of tax (5)   3  (14) 
    Foreign currency translation differences for foreign operations, net (62)  (4)   16 
    Profit (loss) in respect of cash flow hedging, net  1  (1)   - 

    Group's share in other comprehensive loss of associates, net (27)  (2)  (26) 

      

    Other comprehensive income (loss), net (72)  454  13 

      

    Total comprehensive income  567  1,021  146 

      
    Attributed to:      
    Shareholders of the Company  374  857  31 

    Non-controlling interests  193  164  115 

      

  567  1,021  146 

 
 
 
 
The accompanying notes constitute an integral part of the consolidated financial statements. 
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Consolidated Statements of Changes in Equity 
 
  Attributed to company shareholders     

  
Share 
capital  

Premi
um on 
shares  

Capital 
Reser
ves (*)  

Retained 
earnings   Total  

Non-
controlling 
interests  

Total 
Equity 

  NIS Millions  

               
               

Balance as at January 1, 2010    1,257   574   394  200   2,425  *)  1,808    4,233 

               
Comprehensive income:               
               
Net income for the period   -   -   -  410  410  229  639 
               
Impairment of assets recognized against 
revaluation reserve, net of tax   -   -  (6)  -  (6)   -  (6) 
Net change in fair value of financial assets available     
  for sale, net of taxes   -   -  25  -   25  2  27 
Actuarial profits in respect of defined benefit plans,    
  net of tax   -   -   -  (2)  (2)  (3)  (5) 
Foreign currency translation differences for foreign  
  operations, net   -   -  (32)  -  (32)  (30)  (62) 
Profit in respect of cash flow hedging, net   -   -  1  -  1  -  1 
Group's share in other comprehensive loss of          
  associates, net   -   -  (21)  (1)  (22)  (5)  (27) 

               

Total   -   -  (33)  407  374  193  567 

               
Transactions with shareholders of the Company 

and holders of non-controlling interests and other 
changes: 

               
Revaluation reserve recognized in retained 

earnings following achievement of control   -   -  (19)  19   -  -  - 
Realizations and issue of shares to interested 

parties with no means of control in consolidated 
subsidiaries    -   -  95  -   95  147  242 

Acquisition of shares from holders of non-controlling 
interests in subsidiaries   -   -  (13)  1  (12)  (38)  (50) 

Cost of share-based payment   -   -  -  -   -  31  31 
Dividend paid to holders of non-controlling interests   -   -   -  -   -  (131)  (131) 
Dividend distributed   -   -   -  (408)  (408)  -  (408) 

 Acquisition of newly-consolidated subsidiaries   -   -   -  -   -  15  15 

               

Total   -   -   63  (388)  (325)  24  (301) 

               

Balance as at December 31, 2010    1,257   574   424  219   2,474   2,025   4,499 

               
 
*)   Implemented retroactively, see note 2a4a. 
 
The accompanying notes constitute an integral part of the interim consolidated financial statements. 
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Consolidated Statements of Changes in Equity 
 

  Attributed to company shareholders     

  

Share 
capital  

Premi
um on 
shares  

Capital 
Reser
ves (*)  

Retained 
earnings 

(loss)  Total  

Non-
controlling 
interests  

Total 
Equity 

  NIS Millions  

               
               

Balance as at January 1, 2009    1,257   574   7  (150)  1,688  726  2,414 

               
Comprehensive income:               
               
Net income for the period  -  -    -  450  450  117  567 
               
Revaluation reserve from business combination, net of   
  tax  -  -  416    -  416  51  467 
Impairment of assets recognized against revaluation    
  reserve, net of tax  -  -  (7)    -  (7)    -  (7) 
Revaluation reserve due to investment property, net of  
  tax  -  -  1    -  1    -  1 
Net change in fair value of financial assets available      
  for sale, net of taxes  -  -  (3)    -  (3)    -  (3) 
Actuarial profits in respect of defined benefit plans, net 
  of tax  -  -    -  2  2  1  3 
Foreign currency translation differences for foreign       
  operations, net  -  -  1    -  1  (5)  (4) 
Loss due to cash flow hedges, net  -  -  (1)    -  (1)    -  (1) 
Group's share of other comprehensive income (loss)     
  of associates, net  -  -  (3)  1  (2)    -  (2) 

               

Total  -  -  404  453  857  164   1,021 

               
Transactions with shareholders of the Company and 

holders of non-controlling interests and other 
changes: 

               
Revaluation reserve recognized in retained earnings 

following achievement of control  -  -  (11)  11    -    -    - 
Realizations and issue of shares to interested parties 

with no means of control in consolidated 
subsidiaries   -  -  (6)   6    -  21  21 

Acquisition of shares from holders of non-controlling 
interests in subsidiaries   -  -  -    -    -  (22)  (22) 

Changes in controlling shareholders' interests in 
subsidiaries that do not involve loss of control  -  -  -    -    -  *)   (5)   (5) 

Cost of share-based payment   -  -  -    -    -  21  21 
Dividend paid to holders of non-controlling interests   -  -  -    -     -  (81)  (81) 
Dividend distributed   -  -  -  (120)  (120)  -  (120) 

 Acquisition of newly-consolidated subsidiaries   -  -  -    -    -  984  984 

               

Total  -  -  (17)  (103)  (120)  918  798 

               

Balance as at December 31, 2009    1,257  574  394   200  2,425  *)  1,808   4,233 

 
*)   Implemented retroactively, see note 2a4a. 
The accompanying notes constitute an integral part of the interim consolidated financial statements. 
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Consolidated Statements of Changes in Equity 
 
  Attributed to company shareholders     

  
Share 
capital  

Premi
um on 
shares  

Capital 
Reser
ves (*)  

Retained 
earnings 

(loss)  Total  

Non-
controlling 
interests  

Total 
Equity 

  NIS Millions  

               
Balance as at January 1, 2008    1,257   574  (2)  (50)   1,779   572   2,351 

               
Comprehensive income:               
               
Net income for the period  -  -    -  26  26  107  133 
               
Revaluation reserve from business combination, net of 
  tax  -  -  33    -  33    -  33 
Net change in fair value of financial assets available       
  for sale, net of taxes  -  -  2    -  2  2  4 
Actuarial profits in respect of defined benefit plans, net  
  of tax  -  -    -  (11)  (11)  (3)  (14) 
Foreign currency translation differences for foreign         
  operations, net  -  -  7    -  7  9  16 
Group's share in other comprehensive loss of               
  associates, net  -  -  (23)  (3)  (26)    -  (26) 

               
Total  -  -  19  12  31  115  146 

               
Transactions with shareholders of the Company and 

holders of non-controlling interests and other 
changes:               

Revaluation reserve recognized in retained earnings 
following achievement of control  -  -  (10)  10    -    -    - 

Realizations and issue of shares to interested parties 
with no means of control in consolidated 
subsidiaries   -  -  -   -    -  11  11 

Acquisition of shares from holders of non-controlling 
interests in subsidiaries   -  -  -    -    -  (36)  (36) 

Cost of share-based payment   -  -  -    -    -  17  17 
Dividend paid to holders of non-controlling interests   -  -  -    -     -  (176)  (176) 
Dividend distributed   -  -  -  (126)  (126)  -  (126) 

 Acquisition of newly-consolidated subsidiaries   -  -  -  4  4  223  227 

               
Total  -  -  (10)  (112)  (122)  39  (83) 

               
Balance as at December 31, 2008    1,257  574  7  (150)   1,688   726   2,414 

 
*)   Implemented retroactively, see note 2a4a. 
The accompanying notes constitute an integral part of the interim consolidated financial statements. 
 

(*) Composition of capital reserves: 

 December 31 

 2010 2009 2008 

 NIS Millions 

    
Transactions with interested parties  6  6  6 
Revaluation of investment following achievement of control  388  421  29 
Hedging of cash flows   1  - (2) 
Financial assets available for sale  27  7  15 
Translation differences of financial statements of foreign operations (89) (41) (41) 
Reserve in respect of changes in ownership interests in subsidiaries that do     
  not involve loss of control  90  -  - 

Revaluation reserve in respect of investment property  1  1  - 

  424  394  7 

` 
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Consolidated Statements of Cash Flows 

 

 
For the year ended  

December 31 

 2010  2009  2008 

 NIS Millions 

Cash Flows from Operating Activities      
      

Net income   639   567   133 

Adjustments required to reflect cash flows from operating activities:      
      
Adjustments to statement of income items:      
Loss (profit) from change in fair value of derivatives, net  21  (72)   3 
Depreciation and amortization in respect of fixed assets and intangible 

assets  338   305   206 
Loss (profit) on disposal and impairment of investments and assets, 

net (454)  (123)   35 
Taxes on Income  64   100   158 
Recognition of negative goodwill in statement of income  -  (144)   - 
Income tax paid, net (165)  (136)  (273) 
Financial expenses, net  281   133   363 
Group's share in earnings of associates, net (91)  (45)  (4) 
Proceeds from disposal of derivatives, net  2   6   2 
Change in fair value of investment property, net (15)  (4)   3 
Dividends and investment returns received  149   40   12 
Cost of share-based payment  31   21   17 
Discount granted against issue of equity to holders of non-controlling 

interests (See Note 11h1, below)  27   -   - 

Change in liabilities on account of employee benefits, net  5  (13)  (2) 

  193   68   520 
Changes in asset and liability items:      
      
Decrease (increase) in accounts and trade receivables (210)   23   9 
Decrease (increase) in inventories and inventory of land, net (155)   206  (164) 
Increase (decrease) in accounts and trade payables and other 

payables  207  (107)   20 
 (158)   122  (135) 

Total adjustments to reconcile the cash flows from operating activities  35   190   385 

      
Net cash provided by operating activities  674   757   518 
      
Cash Flows from Investing Activities      
      
Acquisition of fixed assets and intangible assets (426)  (315)  (392) 
Acquisition of investment property (1)  (3)  (11) 
Acquisition of companies and activities consolidated for the first time, 

net of acquired cash (a) (40)  (189)  (23) 
Acquisition of associates  (15)  (136)  (63) 
Acquisition of financial assets available for sale  (22)  (1)  (6) 
Proceeds from realization of fixed assets   35   49   33 
Proceeds from realization of subsidiaries, net of cash expended (b) (10)   -   - 
Proceeds from disposal of investments in associates   32   12   4 
Proceeds from disposal of financial assets available for sale  21   20   70 
Provision of loans and other long-term credit (2)  (63)  (19) 
Collection of loans and other long-term credit  21   14   31 
Interest received  18   20   43 
Short-term investments, net  41  (1)  (101) 

Investment in derivative financial instruments (4)   -   - 

      
Net cash used in investing activities (352)  (593)  (434) 
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CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued) 

 
 
 For the year ended December 31 

 2010  2009  2008 

                                                                                                                          NIS Millions 
Cash Flows from Financing Activities      
      
Issue of capital to holders of non-controlling interests in 

subsidiaries   153   107   50 
Dividend distributed to company shareholders  (408)  (120)  (126) 
Proceeds from disposal of derivatives, net  1   25   47 
Interest paid (248)  (197)  (179) 
Dividend paid to holders of non-controlling interests  (131)  (81)  (176) 
Acquisition of non-controlling interests in subsidiaries (49)  *)   (22)      *)   (34)  
Issue of option warrants to holders of non-controlling interests in 

subsidiaries  -   -   5 
Receipt of loans and other long-term liabilities  846   706   460 
Repayment of loans and other long-term liabilities (715)  (579)  (218) 

Short-term credit from banks and other service providers, net (128)  (79)   87 

      

Net cash used in financing activities (679)  (240)  (84) 

      

Effect of exchange rate fluctuations on cash balances, net  (20)   11  (33) 

      
Decrease in Cash and Cash  Equivalents (377)  (65)  (33) 
      

Cash and Cash Equivalents at Beginning of Year   1,234   1,299   1,332 

      

   Cash and Cash Equivalents at End of Year *)  857   1,234   1,299 

      
Presented in the statement of financial position as follows:      
      
 Cash and cash equivalents   861   1,239     1,306   

(**) Overdrafts (in credit from banks) (4)  (5)  (7) 

      
  857   1,234   1,299 
 
 

  For the year ended December 31 

  2010  2009  2008 

  NIS Millions 

a.   
Acquisition of companies consolidated for the first time, net 

of acquired cash      
       

 
Assets and liabilities of subsidiaries as of the acquisition 

date:      
       
 Working capital, except for cash and cash equivalents  20   37  (42) 

 
Fixed assets and prepaid expenses in respect of an 

operating lease (171)  (1,274)  (236) 
 Intangible Assets  (7)  (503)  (213) 
 Other non-current assets (36)  (114)  (48) 
 Long-term liabilities  37   835   89 
 Revaluation reserve due to business combination  -   467   - 
 Recognition of negative goodwill in statement of income  -   144   - 
 Non-controlling interests  83   984   175 

 Investment in associated companies  34  (765)   252 

  (40)  (189)  (23) 

*)   Reclassified, see note 2a4a. 
The accompanying notes constitute an integral part of the consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued) 

 
  For the year ended December 31 

  2010  2009  2008 
  NIS Millions 

       
       

b.  
Proceeds from realization of subsidiaries, net of cash 

expended      
       

 
Assets and liabilities of consolidated subsidiaries as at the 

date of sale      
       
 Working capital (excluding cash and cash equivalents)  13   -   - 
 Receivables on account of sale of shares in subsidiary (10)   -   - 
 Adjustment of fair value of derivatives (17)   -   - 
 Investment in shares of company previously consolidated (430)   -   - 
 Fixed assets, net  6   -   - 
 Long-term liabilities (18)   -   - 
 Non-controlling interests (11)   -   - 

 
Capital gains from realization of investments in previously 

consolidated subsidiary  457   -   - 

       
  (10)   -   - 

       
       
c. Significant Non-Cash Operations      

d       

 
Acquisition of assets against the allocation of shares and 

options  67   -   - 

 Land swap  -   8   - 

 Conversion of options to shares in an associate  -   29   - 

 
Conversion of options for investment in a financial asset 

available for sale  2   -   - 

 Transfer of inventories to fixed assets  11   15   9 

 
Proceeds in form of shares from disposal of financial assets 

available for sale   -   -   16 

 
Conversion of option granted under technology acquisition 

agreement, in installments  -   23   40 

 Receivables on account of sale of shares in subsidiary  10   -   - 

 Receivables on account of sale of shares in subsidiary  10   -   - 

 Acquisition of fixed assets on credit  4    11   6 

 Receivables on account of acquisition of shares in subsidiary  52   -   - 

 
 
The accompanying notes constitute an integral part of the consolidated financial statements. 
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Notes to the Consolidated Financial Statements 

 

 
a. Company Description 
 
 Clal Industries and Investments Ltd. (hereinafter – "the Company") is a publicly-traded company, 

incorporated in Israel, whose shares are traded on the Tel Aviv Stock Exchange. 
 
The Company is a holding company whose principal subsidiaries are primarily engaged in traditional 
industry, commerce and technology. 
 
For details regarding the segments of operation of the Company, see Note 30, below. 
 
The Company is controlled by IDB Development Ltd., which is wholly owned by IDB Holdings Ltd. 

 
b. Definitions 

 
In these financial statements -  

 
The Company - Clal Industries and Investments Ltd. 
   
The Group - The Company and its consolidated subsidiaries.  
   
Consolidated Subsidiaries - Companies, including partnerships and units of participation in 

venture capital funds, over which the Company has control (as the 
term is defined in IAS 27), and whose reports are consolidated with 
the financial statements of the Company. 

   
Proportionately 
Consolidated Subsidiaries 

- Companies held by several shareholders, possessing a contractual 
agreement regarding joint ownership and whose financial 
statements are proportionately consolidated with the Company’s 
own financial statements. 

   
Affiliated companies - Companies and participation units in venture capital funds in which 

the Company possesses a material influence and that are not 
consolidated subsidiaries.  The Company’s investment in these 
companies is included in the financial statements on an equity 
basis. 

   
Investee Companies - Subsidiaries, proportionately consolidated subsidiaries or 

associated companies the principal ones of which are set forth in 
Appendix A of the financial statements. 

   
The Parent Company - IDB Development Corporation Ltd. 
   
IDB Group Company - An investee company of the Parent Company, except for the 

Group’s investee companies. 
   
Interested parties and 
controlling interests 

- As defined in the Securities Regulations (Annual Financial 
Statements) – 2010. 

   
Related Parties - As defined in IAS 24. 
   
USD - The dollar of the United States of America. 
   
Index - The Consumer Price Index (CPI) that is published by the Central 

Bureau of Statistics. 

 

Note 1: General 
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Notes to the Consolidated Financial Statements 

 

Note 2: Significant Accounting Policies 

 
a. 1. Basis for the Presentation of the Financial Statements 

 
 The Company's financial statements are prepared on the basis of cost, except for: 

  
 Financial assets at fair value through the statement of income; 

 Financial assets available for sale; 
 Investment property (real estate); 
 Non-current assets held for sale and a group of assets held for sale; 
 Deferred tax assets and deferred tax liabilities; 
 Assets due to employee benefits and liabilities due to employee benefits; 
 Investments accounted for by the equity method; 
 Provisions; 
 Liability in respect of a cash-settled share-based payment. 

 
The value of non-monetary assets and items of shareholders' equity, which were measured on 
the basis of historical cost, was adjusted to changes in the Consumer Price Index until 
December 31, 2003.  
The Company elected to present the consolidated statements of income in accordance with the 
activity characteristic method.  

 
 2. Format of preparation of the financial statements 

 
These financial statements prepared in accordance with International Financial Reporting 
Standards (hereinafter: IFRS standards). These standards include:  
 
a. International Financial Reporting Standards (IFRS). 
b. International Accounting Standards (IAS). 
c. Clarifications regarding International Financial Reporting Interpretations Committee (IFRIC) 

and Standing Interpretations Committee (SIC) standards. 
 

In addition, the financial statements were prepared in accordance with the disclosure 
requirements in the Securities Regulations (Annual Financial Statements), 2010. 

 
3. Consistent accounting policy and initial implementation of  IFRS standards 

 
The accounting policy implemented in the financial statements was consistently implemented 
throughout all of the presented periods, except for the following. 

  
 4. Changes in accounting policy following implementation of new standards 
  

a. IFRS 3 (Amended) - Business combinations and IAS 27 (Amended) - consolidated and 
separate financial statements 

 
    According to the new standards:  
 

- The definition of the business was expanded to also include activities and assets that 
are not managed as a business, as long as the seller may operate them as a 
business. 

    
- A choice is allowed on a transaction-by-transaction basis for the measurement of non-

controlling interests, and consequently, goodwill, either at full fair value or at the non-
controlling interests’ proportionate share of the fair value of the identifiable net assets 
of the acquiree at the acquisition date.  
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Notes to the Consolidated Financial Statements 

 

Note 2: Significant Accounting Policies (Cont’d) 
   

− Contingent consideration in business combinations is measured at fair value. 
Changes in fair value of the contingent consideration, which do not constitute 
adjustments to cost of acquisition in the measuring period, are not recognized as 
goodwill adjustment. In cases where the contingent consideration constitutes a 
financial derivative in the scope of IAS 39, it is measured at fair value and changes 
are recognized in profit or loss.  

 
 − Direct acquisition costs attributed to a business combination are recognized in profit 

or loss as incurred and not as part of the acquisition cost.  
 

 − The adjusted balance of a deferred tax asset for temporary differences that were 
acquired and that do not comply with recognition requirements at the acquisition date, 
are recognized in profit or loss and not as adjusted goodwill. 
 

 −  The losses of a subsidiary, even if they result in a deficit in the equity of the 
subsidiary, are allocated between the parent company and the non-controlling 
interests, even if the holders of non-controlling interests are not a guarantor or do not 
have a contractual liability to support the subsidiary or to make further investments. 
 

 − A transaction with non-controlling interests, whether a sale or an acquisition, is 
accounted for as an equity transaction. Therefore, acquisition of non-controlling 
interests by the Group is recognized as a decrease or increase in equity (capital 
reserve from transactions with non-controlling interests), calculated as the difference 
between the consideration paid by the Group and the amount of the part acquired in 
the non-controlling interests which is derecognized on the acquisition date. Upon the 
disposal of an interest in a subsidiary that does not result in a loss of control, an 
increase or decrease is recognized in equity (reserve in respect of transaction with 
holders of non-controlling interests) for the amount of the difference between the 
consideration received by the Group and the carrying amount of the non-controlling 
interests in the subsidiary which have been added to the Company's equity (when the 
non-controlling interests include a share of other comprehensive income, the 
Company re-allocates the cumulative amounts recognized in other comprehensive 
income between the Company's owners and the non-controlling interests). In the 
event of acquisition of non-controlling interests, the group re-allocates the 
comprehensive income between the Company's owners and the holders of non-
controlling interests. 
 

 − At the acquisition date, the assets and liabilities are reclassified and redesignated 
according to the contractual, financial and other relevant terms in force at the 
acquisition date, except for leases and insurance contracts. 
 

 − In a business combination conducted in stages, the equity rights in the acquiree prior 
to acquisition of control are measured at fair value at the acquisition date and are 
included in the acquisition consideration. Profit or loss is recognized at fair value, 
including the realization of amounts allocated as other comprehensive income. 
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Notes to the Consolidated Financial Statements 

 

Note 2: Significant Accounting Policies (Cont’d) 
   

 − At the date of the loss of control in a subsidiary, the balance of the holding, if any, is 
revalued at fair value against profit or loss from the sale. This fair value will serve as 
the basis for its cost for subsequent accounting. After the date, the remaining 
investment is accounted for in accordance with the provisions of IAS 31, IAS 28 or 
IAS 39, as the case may be. 

 
−  On the date of loss of significant influence, the remaining investment, if any, is 

revalued at fair value while the difference is recorded in the statement of income as 
part of the profit or loss from disposal. The remaining investment is accounted for in 
subsequent periods in accordance with the provisions of IAS 39. 
 

 − Cash flows in respect of investments with holders of non-controlling interests (with no 
change in status) are classified in the statement of cash flows only under cash flows 
from financing activities (and they can no longer be classified under cash flows from 
investment activities). 
 

 −  As for the accounting treatment of a put option granted to holders of non-controlling 
interests, see j(12) below. 

 
The standards are applied prospectively as of January 1, 2010. As a result of implementing the 
standards: 
 
1. As a result of transactions with holders of non-controlling interests during the reporting 

period, a sum of NIS 90 million was shown as an increase in equity attributed to shareholders 
of the Company rather than recognized in the statement of income. 

 
2. A subsidiary reclassified a sum of NIS 5 million from long-term loans to non-controlling 

interests in the comparative numbers as of December 31, 2009. 
 
3. A total of NIS 22 million and NIS 34 million were reclassified from cash flows from 

investment activities for the years ended on December 31, 2009 and 2008, respectively, to 
cash flows from financing activities. 

 
4.      As a result of presenting Nova Measurement Instruments Ltd. during the reported period as 

an available-for-sale financial asset, a sum of NIS 29 million was recognized in the 
statements of income in the first quarter of 2010. See Note 10b, below. 

 
b. IFRS 5 - Non-current assets held for sale and discontinued operations 

 
1) Pursuant to the amendment to IFRS 5, when a parent company decides to realize part of its 

holdings in a consolidated subsidiary insofar as after the realization, the parent company will 
remain with holdings that do not provide control, for example rights that provide a material 
influence, all the assets and liabilities attributed to the consolidated company will be classified 
as held for sale and the relevant directives of IFRS 5 will apply, including the presentation as a 
discontinued operation. 

 
2) Moreover, an additional amendment clarifies the disclosure that is necessary for non-current 

assets (or realization groups) classified as held for sale or as discontinued operations. Pursuant 
to the amendment, it is necessary only to provide the necessary disclosure according to IFRS 5. 
The disclosure requirements that appear in other IFRS standards will apply to these assets only 
if they relate specifically to those same non-current assets or the same realization groups. 

  
The amendment is effective prospectively from January 1, 2010.  
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c. IAS 1 - Presentation of financial statements 

 
The amendment to IAS 1 discusses the classification of liabilities as current or non-current, as relating 
to convertible financial instruments. According to the amendment, liability terms that enable at any time 
the other party to bring about the removal of the liability of the entity by the issuing of its equity 
instruments, do not in themselves affect the classification of the liability in the statement of financial 
situation as current or non-current. 

 
The amendment is effective from January 1, 2010, with retrospective application. 

 
d. IAS 7 – Statement of cash flows 

 
The Amendment to IAS 7 states that only cash flows that have led to recognition of an asset can be 
classified as cash flows from investment activities. The Amendment is implemented as of January 1, 
2010 with retroactive implementation.  
 

e. IAS 17 - Leasing 
 
The amendment to IAS 17 eliminates specific guidance regarding classification of leases of land as 
operating or finance. As a result, leases of land are no longer classified as an operating lease in cases 
where the title is not expected to pass to the lessee at the end of the lease term. Classification of a 
lease as operating or finance is based on the general instructions in IAS 17 when signing the original 
agreement with the Israel Land Administration, taking account of the fact that land normally has an 
indefinite economic life span.  
The Amendment is applied to annual accounting periods commencing January 1, 2010. 
The Amendment is retroactively implemented for existing leases when the information is available when 
signing the lease. When the required information is not available, land leases will be re-examined on 
the date of adoption of the amendment. 

 

The Group has lands that were leased from the Israel Land Administration and leasing fees in respect 
thereof were paid in full. As a result of the Amendment, amounts paid in respect of the above leases, 
and presented in previous financial statements under "prepaid expenses and rights in respect of an 
operating lease" are now presented under property, plant and equipment that continued to be 
depreciated over the term of the lease, which includes the option for extension.  
 
In addition, the Group did not recognize an asset and liability for future payments when exercising the 

option to extend the lease, as these payments will be based on the fair value of the land at the future 

exercise date and constitute contingent lease payment which, under IAS 17, are not taken into account. 
 

 Below is the effect of retroactive implementation on the statement of financial position in prior periods: 

 

Presented 
in the past  

The 
change  

Presented 
after the 
change 

 NIS Millions  

As at December 31, 2009 (audited)      

      

Prepaid expenses and rights in respect of 
an operating lease (*)  171  (104)   67 

      

Fixed assets, net  3,347   104   3,451 
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The retroactive implementation did not have any impact on the financial results and shareholders' 
equity of the Company. In addition, the retroactive implementation did not have a material impact 
on the statement of financial position as of January 1, 2009, and therefore a statement of financial 
position as of January 1, 2009 was not presented. 
 
(*) Reclassified - See Section 38, below. 

 
f. IAS 36 - Impairment of Assets 
 

The amendment to IAS 36 clarifies the required accounting unit to which the goodwill will be allocated, 
for the purpose of examining the impairment of goodwill. According to the amendment, the largest 
possible unit for the allocation of goodwill acquired in a business combination is a sector of operations, 
as defined in IFRS 8 - sectors of operation, prior to aggregation for the purpose of reporting.  

 
The amendment is effective prospectively from January 1, 2010.  
 
The initial adoption of the provisions of the Standard did not have a material impact on the consolidated 
financial statements. 

 
g. IAS 39 - Financial Instruments: recognition and measurement  

 
1) The Amendment to IAS 39 clarifies that a company may designate part of the change in fair value 

or cash flow fluctuation of a financial instrument as a hedging item. The Amendment is applied as 
of January 1, 2010, with retroactive implementation on comparative figures, however, hedging 
relations cannot be re-designated. 

 
2) In addition, in accordance with IAS 39, it is clarified that only forward contracts between a buyer 

and a seller or the acquisition of a controlled entity under business combination in a future date, 
are not within the application of IAS 39, while the period of the forward contract is no more than a 
normal period for obtaining the approvals for the transaction. The Amendment is implemented 
prospectively as of January 1, 2010 on all contracts which has not expired on that date.  

 
The initial adoption of the provisions of the Standard did not have a material impact on the consolidated 
financial statements. 
 

h. IFRIC 17 - Distributions of Non-cash Assets to Owners 
 

IFRIC 17 (hereinafter – "the clarification") provides guidelines with respect to the accounting treatment 
of the distribution of non-cash assets to the owners. 

 
According to the clarification, liability on account of the distribution will be recognized when ratified by 
the relevant authority at the company. The liability would measured according to the fair value of the 
transferred assets and will be charged directly to equity in the retained earnings. At every reporting 
date, until the full amortization of the asset, the liability will be measured according to the fair value the 
asset, with changes in the fair value being charged to the retained earnings. Upon full amortization of 
the asset, profit or loss is recognized in the statement of income at the level of the difference between 
the sum of the liability and the outstanding balance of the asset in the financial statements as at the 
date of full amortization. Moreover, the application of IFRS 5 as expanded to include the distribution of 
non-cash assets to owners. 
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Note 2: Significant Accounting Policies (Cont’d) 
 

 The clarification is effective prospectively from January 1, 2010. 
 
 The initial adoption of the provisions of the Standard did not have a material impact on the 
 consolidated financial statements. 

 
        5. Early adoption of IFRS 
 

a. IFRS 3 (Revised) – Business combination 
 

The Group has made an early adoption of the amendments to IFRS 3 (Revised) as of these 
financial statements. The amendments to IFRS 3 deal with the following issues:  
 
1) Measurement of non-controlling interests 
 
 The amendment determines the cases where there exists a possibility to select the 

manner of measurement of non-controlling interests according to their fair value on 
the acquisition date or according to their relative share in the net identified assets of 
the acquired entity. According to the amendment, this possibility exists only for types 
of non-controlling interests that grant their owners ownership rights and the right to 
obtain a relative share (pro rata) of the net assets of the acquired company in case of 
liquidation (usually shares). By comparison, other types of non-controlling interests 
(such as options that are equity instruments in the acquired company) do not 
possess this possibility to select and must therefore be measured according to fair 
value at the date of acquisition, except for cases where other forms of measurements 
are required according to other IFRS standards, such as IFRS 2. The amendment is 
implemented retroactively from the date when IFRS 3 (Amended) was first 
implemented.   

 
2) Share-based payment bonuses as part of business combinations 
 

The amendment outlines the requirements for accounting treatment as part of 
business combinations that relate to the replacement of share-based payment 
transactions of the acquired company (whether it is obligated or chooses to replace 
them) with the share-based payment transactions of the acquiring company. 
Accordingly, the acquiring company must attribute a sum to the proceeds from the 
transaction on the date of acquisition and a sum as an expenditure during the period 
subsequent to the date of acquisition. However, if as a result of the business 
combination, the bonus expires and is replaced by a new bonus, then the value of 
the new bonus according to IFRS 2, shall be recognized as an expenditure in the 
period subsequent to the date of acquisition and shall not be included in the 
proceeds from the acquisition. Moreover, if share-based payment bonuses are not 
replaced, then in the event that the instruments have vested, they constitute part of 
the non-controlling interests and are measured in accordance with the instructions of 
IFRS 2. If the instruments have not vested, they are measured according to the value 
that would have served in the event that they would have been granted anew at the 
date of acquisition, with this sum being allocated between the non-controlling 
interests and the expenditure subsequent to the date of acquisition. The amendment 
is implemented retroactively from the date when IFRS 3 (Amended) was first 
implemented.  
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Note 2: Significant Accounting Policies (Cont’d) 

 
3) Transitional provisions regarding the accounting treatment of contingent  
 consideration from a business combination that occurred prior to the implementation 
 of IFRS 3 (Revised) 
 

The Amendment clarifies that the amendments to IFRS 7, IAS 32 and IAS 39, which 
stated that a contingent consideration in a business combination is provided for 
under these standards, are not applicable to contingent consideration from a 
business combination whose acquisition date preceded the date of implementation of 
IFRS 3 (Revised). The revision was implemented retroactively. 

 
b. Amendment to IAS 1 

 
 The Group has made an early adoption of the Amendment to IAS 1 as of these financial 

statements. In accordance with the amendment, it is possible to present the change 
between the opening balance and the closing balance on account of every component of 
other comprehensive income in the statement of changes in equity or as part of the notes 
to the annual financial statements. The Group elected to present these changes in the 
consolidated statements of changes in shareholders' equity. The Amendment is 
retroactively implemented on comparative figures. 

 
 

2. The main considerations, estimates and assumptions in the preparation of the financial statements 
  

1. Considerations 
 

In the process of implementing the significant accounting policies, the Group made judgments 
with respect to the following issues, which have the most material impact on the amounts 
recognized in the financial statements: 

 
- Impairment of available-for-sale financial assets 

 
At each balance sheet date, the Group examines whether there is objective evidence that 
an asset may be impaired. For the purpose of impairment testing, the Group exercises 
judgment with respect to indications relating to the percentage of decline in the fair value 
and to the duration of the period of decline in fair value. See also section 11, below. 

 
- Operating lease of investment property 

 
The Group classifies its investment property assets as an operating lease since the risks 
and rewards arising from the ownership of these assets remain effectively with the Group. 

 
- Acquisitions of subsidiaries that are not business combinations 

 
In accordance with IFRS 3, on the date of acquisition of subsidiaries and operations, the 
Company assesses whether the acquisition constitutes a business combination in line with 
the provisions of IFRS 3. The assessment is based on the following circumstances that 
point to the acquisition of a business: A large number of acquired assets, the existence of 
numerous services related to the operation of the asset and the complexity of managing the 
asset. See also Section 14.2, below. 
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- Existence of control or significant influence 
 
The accounting treatment of investee companies is determined, inter alia, on the basis of 
the Group's "control" of its investees, as the term is defined in IAS 27R, or the Group's 
significant influence over these companies, as the term is defined in IAS 28. This 
determination calls for significant judgment. In the exercise of such judgment, the Group 
takes into account, among others, the rate of its holding in the investee (taking into 
consideration the existence and effect of potential voting rights that can immediately be 
exercised or converted), its right to appoint representatives in the entity managing the 
companies (usually the board of directors), as an outcome of the articles of association of 
the investees and agreements with the other shareholders of the investees, the 
composition and rights of the other shareholders of the investees and its power to establish 
the operating and financial policies of the investees or to take part in the establishment of 
such policies. 
 

- Recognition of gross/net income 
 

Reporting income on a gross basis or a net basis. 
 

In cases where the Group acts as an agent or broker without bearing the risks and rewards 
arising from the transaction, its income is presented on a net basis. By contrast, in cases 
where the Group acts as a main supplier and bears the risks and rewards arising from the 
transaction, its income is presented on a gross basis. 
 

2. Estimates and assumptions 
 

The preparation of the Group's financial statements in conformity with IFRS requires the 
managements of the Company and investees to make judgments, estimates and assumptions 
that affect the application of the accounting policy and the amounts of assets, liabilities, income 
and expenses. It should be clarified that the actual results could differ from these estimates. 
 
When formulating the accounting estimates used in preparation of the Company's financial 
statements, the respective managements of the Company and investees must make certain 
adjustments regarding circumstances and events that entail significant uncertainty. The 
managements base their judgment when determining the estimates on past experience, various 
facts, external factors and reasonable assumptions, conforming to the appropriate circumstances 
for each estimate. 
The estimates and assumptions on the basis of which these financial statements were prepared, 
are reviewed regularly. Changes in accounting estimates are recognized in the period in which 
the estimates were modified and in every affected future period. 

 
Following below are the principal assumptions that were made in the financial statements related 
to the uncertainty as at the balance sheet date and crucial estimates that were calculated by the 
group, where material change in the estimates and assumptions may serve to alter the value of 
assets and liabilities in the financial statements during the next reported year: 
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- Impairment of Non-Financial Assets 

 
The Group companies evaluate at each balance sheet date if events or changes in circumstances 
have occurred that indicate that the value of one or more of its non-financial assets might be 
impaired. If there are signs of a reduction of value, then an examination is held as to whether the 
sum in which the investment in the asset is presented may be recoverable from anticipated cash 
flows from such asset, and where necessary, a provision is recorded for impairment, up to the 
amount of the sum that can be recoverable. The discounting of cash flows is calculated using a 
pre-tax discount rate that reflects the market evaluations regarding the time value of money and 
the specific risks relating to the asset. The determination of cash flow assessments is based on 
the past history of the asset or similar assets and on the best judgment of the Company or its 
subsidiaries, as the case may be, regarding the economic conditions during the remainder of the 
useful life of the asset. Official assessor appraisals are used in determining the net selling price of 
some of the assets. As for real estate properties, the estimates also take into consideration the 
condition of the market in which the asset is located. Increased market competition could 
materially affect projected cash flows, the remaining useful life and the determination of the 
assets' net selling price. 

 
- Impairment of goodwill 

 
The group companies analyzes the impairment of goodwill at least once annually. This analysis 
calls for the management to assess the future cash flows that are expected to be generated by 
the ongoing use of the cash-generating unit, while also estimating a suitable discount rate to 
apply to these cash flows. 

 
- Investment property (real estate) 

 
Investment property is presented at fair value at balance sheet date, with changes in fair value 
recognized in the statement of income. Fair value is determined by independent valuation 
specialists based on economic valuations that involve valuation techniques and assumptions as 
to estimates of expected future cash flows from the property and estimate of the suitable discount 
rate for these cash flows. Fair value is sometimes measured with reference to recent real estate 
transactions with similar characteristics and location to the valued asset. See additional 
information in Note 12. 

 
- Lawsuits 

 
In assessing the chances of success of lawsuits against the Company and its subsidiaries, the 
companies rely upon the opinions of their legal counsel. The assessments of legal counsel are 
based on their best professional judgment, taking into account the stage of proceedings, and the 
legal experience  accumulated in relation to the various issues. Since the results of the claims will 
be determined in the courts, such results may be different from these assessments. See 
additional information in Note 24. 

 
- Deferred tax assets 

 
Deferred tax assets are recognized for unutilized carry forward tax losses and temporary 
differences to the extent that it is probable that taxable income will be available against which the 
losses can be utilized. Management judgment is required to determine the amount of deferred tax 
assets that can be recognized, based upon the expected timing and level of future taxable 
income together with future tax planning strategies. See additional information in Note 23. 
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- Pensions and other post-employment benefits 
 

Liabilities on account of defined benefits subsequent to employment are determined while using 
actuarial assessment techniques. The calculation of the liability involves making assumptions 
regarding the discount rate, expected rates of return on assets, rate of increase of wages and 
employee churn rates. There exists considerable uncertainty related to these estimates due to the 
fact that these are long-term plans. See additional information in Note 22, below. 

 
- Fair value of derivatives and other financial instruments 
 

The fair value of derivatives and other financial instruments (such as granted or received options 
and investment in shares) that are not traded in an active market and are classified as level 3 in 
the fair value disclosure scale, in accordance with IFRS 7, is determined by using valuation 
techniques. The Group companies exercise judgment for selecting various valuation techniques 
and for making assumptions that are mostly based on existing market conditions at each balance 
sheet date. Among other things, the Group has used the analysis of discounted cash flows and 
various models for valuing options in order to determine the fair value of the derivatives and other 
available-for-sale financial assets that it holds that are not traded in an active market. 
 

- Accounts receivable - trade 
 

The financial statements included a provision for doubtful debts in respect of trade receivable 
which, in the Group's opinion, adequately reflects the potential loss from uncollected debts. The 
provision was calculated based on past experience in the collection of debt and information on 
specific debtors. 
 

- Determining the fair value of share-based payment transactions  
 

The fair value of share-based payment transactions is determined by using an option pricing 
model. The model's assumptions include the share's price, the exercise price, expected volatility, 
expected life, expected dividend and risk-free interest rate.  

 
-  Allocation of purchase price in a business combination and acquisition of associates 

 
The Group allocates the purchase price in a business combination to the fair value of identifiable 
assets acquired and the liabilities and contingent liabilities assumed at the business combination 
date. Similarly, the Group allocates the purchase price of associates at their acquisition date. The 
fair value of the assets and liabilities acquired under a business combination or the acquisition of 
associates is determined on the basis of different assessment methods and affected by estimates 
and assumptions, which are primarily based on prevailing market conditions on the date of 
acquisition. 

 
3. Consolidated Financial Statements 

 
Due to the first-time implementation of IFRS 3 (Revised) and IAS 27 (2008), the Group changed 
the accounting policy applied to business combinations and transactions with non-controlling 
interests. For additional information see Section a, above. 
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Subsidiaries are entities in which the Company holds more than 50% of the voting rights therein, 
including potential voting rights that currently exercisable, so that the Company effectively 
controls the financial and operating policy of the entity to obtain benefits from its operation. The 
financial statements of subsidiaries are included in the Company's consolidated financial 
statements from the date control is obtained to the day the control ceases to exist. The 
accounting policy of subsidiaries has been changed in order to adapt it to the accounting policy 
adopted by the Group's companies. 

 
Material inter-company transactions and balances, as well as profits and losses generated from 
transactions between group companies have been eliminated in their entirety, in the consolidated 
financial statements. 
 
Minority interests on account of the subsidiaries represent the share of the minority interest in the 
total earnings (loss) of the subsidiaries and the net assets, according to the fair value at the date 
of acquisition of the subsidiaries. The rights that do not confer control are presented separately as 
part of the company's equity. 
 
As of January 1, 2010 the acquisition of non-controlling interests by the Group is recorded against 
a decrease in equity (a reserve in respect of transactions with holders of non-controlling 
interests), which is calculated as the difference between the consideration paid by the Group and 
the carrying amount of the non-controlling interests in the subsidiary which is deducted on the 
date of acquisition (when the non-controlling interests include a share of other comprehensive 
income, the Company re-allocates the cumulative amounts recognized in other comprehensive 
income between the Company's owners and the non-controlling interests). When this difference 
is negative, an increase in capital (capital reserve from transactions with non-controlling interests) 
is recognized in the amount of this difference. Upon the disposal of an interest in a subsidiary that 
does not result in a loss of control, an increase or decrease is recognized in equity (a reserve in 
respect of transaction with holders of non-controlling interests) for the amount of the difference 
between the consideration received by the Group and the carrying amount of the non-controlling 
interests in the subsidiary which have been added to the Company's equity, taking into account 
the disposal of goodwill in respect of the subsidiary, if any, and amounts recognized in other 
comprehensive income, if any, based on the decrease in the interests in the subsidiary. Until 
December 31, 2009, in respect of the acquisition of non-controlling interests additional goodwill 
was recognized and the proceeds from the sale of non-controlling interests were recognized in 
the statement of income. 

 
 As of January 1, 20110 losses are attributed to non-controlling interests even if as a result, the 

balance of non-controlling interests in the consolidated statement of financial position is negative. 
Until December 31, 2009, all the losses were attributed to the shareholders of the Company, 
unless the holders of non-controlling interests had a commitment and were able to make 
additional investments. Losses accumulated until December 31, 2009, were not re-allocated 
between the Company's shareholders and holders of non-controlling interests. 

 
 The consolidated financial statements include the financial statements of a jointly-controlled 

company, with respect to which the shareholders have a joint control agreement, and which is 
proportionately consolidated with the financial statements of the Company. These financial 
statements include the Group's proportionate share in the assets, liabilities, revenues and 
expenses of proportionately consolidated entities. Inter-company balances and revenues and 
expenses arising from transactions between the Group and the jointly-controlled company are 
eliminated in accordance with the Group's holding in the jointly-controlled company. 
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When the Group loses joint control over a jointly controlled entity, it measures and recognizes the 
residual investment at fair value. Any difference between the carrying value of the previously 
jointly-controlled entity as of the date in which joint controlled ceased, and the fair value of any 
residual investment and any consideration from disposal is recognized in profit or loss. When the 
residual investment is under significant influence, it is accounted for as an investment in an 
associate.  

 
 Joint ventures are ventures in which each party uses the assets it owns for the purpose of the 

joint venture. These financial statements include the assets of joint ventures controlled by the 
Group, the joint operational liabilities to which it is exposed, the expenses it bears in connection 
with the joint venture and its share in the joint venture's revenues. 
 
The financial statements of the company in the consolidated subsidiaries are prepared according 
to identical dates and periods. Accounting policy in the financial statements of the consolidated 
subsidiaries was implemented in a uniform and consistent manner with the policy implemented in 
the financial statements of the company. 

 

4. The currency of operation and foreign currency 
   

1. The currency of operation and currency of presentation 
 

The financial statements are presented in New Israeli Shekels (NIS), which is the Company’s 
functional currency, and the amounts are rounded to the nearest million. 
 
The functional currency, which is the currency that represents the main economic environment in 
which the Company operates, is determined separately for each company in the Group, including 
associates accounted for by the equity method, and their financial position and operating results 
are measured in this currency. 
 
When the functional currency of a company in the group is different than the functional currency 
of the Company, this company constitutes a foreign operation and its financial statements are 
translated for the purpose of their inclusion in the consolidated financial statements as follows: 

  
a) Assets and liabilities are translated to the functional currency at the exchange rate at each 

reporting date.  
 
b) Income and expenses for the periods presented in the statement of income are translated 

at the weighted-average exchange rate for the period; however, in the event of significant 
fluctuations in exchange rates, income and expenses are translated at exchange rates 
existing on the date of the transactions. 

 
c) Share capital, capital reserves and other capital changes are translated at the exchange 

rate existing at the date of the transaction. 
 
d) Retained earnings is translated based on the opening balance, which was translated at 

the exchange rate on that date and additional relevant transactions (such as: dividend) 
during the period, which were translated as stated in sections (b) and (c), above. 

 
e) All translation differences are recognized as other comprehensive income (loss) under a 

separate item of equity: "capital reserves from translation differences of financial 
statements of foreign operations". 
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Until December 31, 2009, upon the partial or full disposal of a foreign operation, the profit (loss), 
in full or in part, respectively, which was recognized in other comprehensive income was 
transferred to the statement of income. As of January 1, 2010, upon the partial disposal of a 
foreign operation, which is a subsidiary, with loss of control, the cumulative profit (loss) that was 
recognized in other comprehensive income, is transferred to the statement of income, while upon 
the partial disposal of a foreign operation, which is a subsidiary, while control is retained, the 
proportionate share of the cumulative amount recognized in other comprehensive income, is  
re-allocated to non-controlling interests. Upon the partial disposal of an associate, while 
significant influence is retained, the proportionate share of the amount recognized in other 
comprehensive income is transferred to the statement of income. 

 
Intra-group loans for which settlement is neither planned nor likely to occur in the foreseeable 
future are, in substance, a part of the investment in that foreign operation and are accounted for 
as part of the investment and the exchange differences arising in these loans (net of income 
taxes) are recognized in the same component of equity as discussed in Section (e), above. 

 
2.      Transactions, assets and liabilities in foreign currency 

 
Transactions denominated in foreign currency (a currency different from the currency of 
operation) are recorded upon their initial recognition, according to the exchange rate at the date 
of the transaction. Subsequent to the initial recognition, financial assets and liabilities that are 
denominated in foreign currency are translated, at each balance sheet date, into the currency of 
operation, according to the exchange rate on that date. Exchange rate differentials, except those 
that are discounted into qualified assets or charged to other comprehensive income as part of 
hedging transactions, are charged to the statement of income. Non-monetary assets and 
liabilities that are denominated in foreign currency and presented according to fair value, are 
retranslated into the currency of operation according to the rate of exchange at the date when the 
fair value was determined. 

 
 3.      CPI-linked monetary items 

 
Monetary assets and liabilities that are linked to changes in the Israeli consumer price index 
(hereinafter: "CPI") are adjusted according to the relevant CPI, at each balance sheet date, 
according to the terms of the agreement. Exchange rate differences arising from adjustment, as 
aforesaid, except for those capitalized to qualifying assets or directly carried to other 
comprehensive income in hedging transactions, are recognized in the statement of income. 
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4.  The following are data pertaining to the Consumer Price Index and the representative exchange 

rate of the US dollar: 
 

 

CPI Known CPI 

Representative 
exchange rate of 

the US dollar 

    
 Points *) Points *) NIS 

As at:     
December 31, 2010 125.83 125.37 3.549 
December 31, 2009 122.57 122.57 3.775 
December 31, 2008 117.95 118.06 3.802 
    
Rate of change during year ended at:  % % % 

    
December 31, 2010 2.7 2.3 (6.0) 
December 31, 2009 3.9 3.8 (0.1) 
December 31, 2008 3.8 4.5 (1.1) 
    

*) The CPI on an average basis of 2000 = 
100 points. 

   

 
5.  Cash Equivalents 
 

Cash equivalents include all highly liquid investments, including short-term bank deposits 
purchased with original maturities of three months or less and are unrestricted. Bank overdrafts, 
which is repayable on demand and constitutes an inseparable part of the Group companies' cash 
management, is included as a component of cash and cash equivalents solely for the purpose of 
the cash flows statement. 

 
6.  Short-term deposits 
  

Short-term bank deposits are deposits purchased with original maturities of more than three 
months. The deposits are presented according to their terms of deposit. 

 
Deposits that are restricted in use or whose maturity at the time of investment, is greater than 
three months but less than one year are classified under designated deposits. 

 
7.  Provision for doubtful debts 
 

The provision for doubtful debts is calculated in a specific manner on account of debts whose 
collection is deemed questionable by the respective managements of the Group Companies. 
Moreover, the Group companies record a provision on account of groups of customers that are 
collectively assessed, on account of impairment based on the characterization of their credit risk. 
Customer debts that have recorded an impairment, will be amortized at the date when it is 
determined that these debts cannot be collected. 
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8.  Inventories 

 
Inventories are measured at the lower of cost or net realizable value. The cost of inventories 
includes the expenses associated with purchasing the inventories, transporting them and bringing 
them to their current status. Net realizable value represents the estimated selling price during the 
ordinary course of business with the deduction of the estimated completion costs and costs 
required for the execution of the sale.  

 
  The cost of inventories is determined as follows: 
 

Raw Materials - The cost is determined on a FIFO - First In First Out basis. 
   
Materials and spare 

parts 
- 

According to the weighted average method. 
   
Finished goods and 

work in process 
- Based on average cost including materials, labor and 

additional direct and indirect production expenses.  
   
Merchandise and 

purchased goods 
- 

Using the weighted average cost method or using the "first-in, 
first-out" method. 

 
  The Group companies periodically examine the status and age of its inventory, and provide for 

slow-moving inventory accordingly.  
If in a particular period production is not at normal capacity, the cost of inventories should not 
include an allocation of fixed overhead costs in excess of the amount that would have been 
allocated based on normal capacity. Such unallocated overhead costs are recognized as an 
expense in the statement of income in the period in which they are incurred. Furthermore, cost of 
inventories should not include abnormal amounts of materials, labor and other costs resulting 
from inefficiency. 

 

9.  Inventory of land 
 

   Inventories of real estate properties are measured at the lower of cost or net realizable value. 
  

10.  Financial Instruments 
 

Financial assets contained under IAS 39 are recognized at the date of initial recognition 
according to fair value plus direct attributable transaction costs, except for investments presented 
at fair value with changes thereto in the statement of income, whose transaction costs are 
charged to the statement of income. 

  
Subsequent to the initial recognition, the accounting treatment of investments in financial assets 
is based on their classification into one of the four following groups: 

  
  - Financial assets at fair value through the statement of income. 
  - Investments held to redemption. 

- Loans and receivables. 
   - Financial assets available for sale. 
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Note 2: Significant Accounting Policies (Cont’d) 

 
 1. Financial assets at fair value through the statement of income 
   

Financial assets measured at fair value through the statement of income include financial assets 
held for trading and financial assets designated upon initial recognition to be presented at fair 
value, with changes therein charged to the statement of income. 

   
Financial assets are classified as held for trading if they are acquired for the purpose of selling or 
reselling in the near term, if they form part of a portfolio of identifiable financial instruments that 
are jointly managed to earn short-term profits or if they are a derivative not held for hedging 
purposes. Gains or losses on investments held for trading are recognized upon creation to the 
statement of income. 

 
Embedded derivatives are separated from the host contract and treated separately if: (a) There is 
no close connection between the economic characteristics and risks of the host contract and the 
embedded derivative, (b) a separate instrument with the same conditions as the embedded 
derivative would otherwise meet the definition of a derivative and (c) the embedded derivative is 
not measured at fair value through the statement of income. 

   
  Derivatives, including separated embedded derivatives, are classified as held for trading unless 

they are designated as effective hedging instruments. 
   

In the event of a financial instrument that contains one or more embedded derivatives, the 
combined instrument in its entirety may be held upon initial recognition as a financial asset at fair 
value through the statement of income. 

 
 The Group assesses whether embedded derivatives are required to be separated from host 
contracts when the Group first becomes party to the contract. Reassessment only occurs if there 
is a change in the terms of the contract that significantly modifies the cash flows of the contract. 

   
2. Investments held to redemption 

  
The Group has investments held to maturity, that are non-derivative financial assets with fixed or 
determinable payments and fixed maturity dates, which the Group has both the positive intent 
and the ability to hold until maturity. After initial measurement, investments held to maturity are 
measured at amortized cost using the effective interest method, taking into consideration the 
transaction costs. Gains and losses are recognized in the statement of income when the loans 
and receivables are derecognized or impaired, as well as through the amortization process.  

 
3. Loans and receivables 

   
Loans and receivables are in fact financial assets (not derivatives), with fixed payments or 
payments that can be determined and that are not traded on an active market. After initial 
measurement, loans and receivables are subsequently carried at amortized cost using the 
effective interest method taking into consideration the transaction costs and less any provision for 
impairment. Earnings and losses are charged to the statement of income once the loans and 
receivables are amortized or in the event that an impairment is recognized thereupon, and also as 
a result of a methodical amortization. 
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c. Hadera Paper (ownership stake – 59%) is mainly engaged in the manufacture and 

marketing of packaging paper, collection and recycling of paper, manufacture and 
marketing of packaging and cardboard products, household paper products, 
disposable diapers, kitchen and cleaning products, as well as writing and printing 
paper. Regarding the acquisition of control over Hadera Paper, see Note 11h2b. 

 
d. Golf (ownership stake – 62%) – is mainly engaged in the marketing and selling of 

clothing fashion and home fashion products. 
 
e. Fundtech (ownership stake– 59%) - develops and markets software programs that 

are used by financial institutions, and provides related support services. 
 
f. CBI (ownership stake – 59%) – operates in the field of biotechnology by investing in 

companies and ventures in the area of life sciences, the majority of which are at 
various stages of R&D and clinical trials.  

 
g. Netvision (ownership stake – 30%) - a major supplier of communication services in 

Israel, is mainly engaged in providing Internet connectivity services (ISP), 
international telephony services and managed services (end-point communication 
networks equipment and services as well as inland telephony services). 

 
3. Segment Results 

 
The segment results detailed below include the various profit and loss items of the segment 
companies and net of the share of others, represent the company's share in the net income 
(loss) of the segment companies. 
The items Gain on disposal of investments and assets and the item Loss on disposal and 
impairment of investments and assets also include the profit or loss, respectively, recorded 
by the company from the realization of its investment in the segment companies. 
Moreover, the general and administrative expenses of the segment companies include the 
amortization of the surplus original differences that the company amortizes on account of 
its investment in the segment companies. 
 

4. Segment Assets and Liabilities 
 
a. Information regarding the assets and liabilities of the segment companies, as detailed 

below, includes the sum of the assets of the segment companies according to their 
financial statements. 

 
 

 
 
 
 
 
 
 

Note 30: Sectors of Operation (Cont’d) 
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b. Information Regarding Segments of Operation 

  For the year ended December 31, 2010   

1. Segment results in 2010   Cement Taavura Hadera Paper Golf Fundtech CBI Netvision Others Adjustments *** Total  

  NIS Millions  

Segment revenues:             

External revenues:             

  Sales and services   1,589  2,130  1,073  657  530  4  1,303  2,339 (4,457)  5,168  

  Group's share in earnings (losses) of associated companies, net   -  -  56  -  - (21)  -  -  56  91  

  Gain on disposal of investments and assets (*)   4  -  12  -  -  472  -  32  24  544  

  Other Income   15  5  24  -  -  -  -  24 (14)  54  

  Financial revenues   35  10  9  8  -  4  6  16 (19)  69  

Inter-segment revenues   -   46    48  -  -  -  -  7 (101)  -  

   1,643  2,191  1,222  665  530  459  1,309  2,418 (4,511)  5,926  

Segment expenses:             

Expenses on externals:             

  Cost of sales and services (**)   1,043  1,851  946  256  247  1  1,060  1,599 (3,409)  3,594  

  Research and development expenses   -  -  -  -  82  83  -  49 (31)  183  

  Selling and marketing expenses   14  38  87  271  71  -  54  369 (395)  509  

  General and Administrative Expenses (**)   132  157  68  27  93  42  76  173 (314)  454  

  Loss on disposal and impairment of investments and assets (*)   15  -  27  -  -  1  9  24  14  90  

  Other expenses   -  -  1  -  -  20  -  9  13  43  

  Financial Expenses  102  84  43  2  3  17  19  48  32  350  

Inter-segment expenses   46  -  3  4  -  -  -  48 (101)  -  

   1,352  2,130  1,175  560  496  164  1,218  2,319 (4,191)  5,223  

Income before taxes on income   291  61  47  105  34  295  91 99 (320)  703  

Taxes on income (tax benefit) (**)   62  7 (3)  27 (4) (14)  20 28 (59)  64  

Net income   229  54  50  78  38  309  71 71 (261)  639  

Attributed to:             

Shareholders of the Company   172  20  34  51  21  199  15  - (102)  410  

Non-controlling interests   57  34  16  27  17  110  56  71 (159)  229  

   229  54  50  78  38  309  71  71 (261)  639  

Depreciation and amortization 
  113  147  88  18  40  4  131  113  304  350  

Impairment of investments   -  -  25  -  -  -  8  15  2  50  

Revenues (expenses) at holding company, included in segment results: 

(*) Gain (loss) on disposal of investments and assets   -  -  -  -  -  - (1)  18  -  17  

(**) Amortization of original difference surplus, net of tax influence   -  -  61  -  8  -  10  1  -  80  

(***) See Section d, below.             

Note 30: Segments of Operation (Continued) 
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  For the year ended December 31, 2009  

2. Segment results in 2009 

 

Cement Taavura 

 

Hadera Paper Golf Fundtech CBI Netvision Others Adjustments Total  

  NIS Millions  

Segment revenues:             

External revenues:             

    From sales and services   1,508  2,040  892  666  463  5  1,250 2,334 (4,982)  4,176  

    Group's share in earnings (losses) of associated companies, net   -  -  72  -  - (49)  -  - 22 45  

            Gain on disposal of investments and assets (*)   2  56 - 33 11 76 - 42 (54) 166  

            Other Income   11  7 133 - - 86 2 17 (24) 232  

            Financial revenues   111  39 5 10 1 24 4 16 (15) 195  

   Inter-segment revenues   -  39 - - - - - 2 (41) -  

   1,632  2,181  1,102  709  475  142  1,256  2,411 (5,094)  4,814  

          Segment expenses:             

          Expenses on externals:             

            Cost of sales and services (**)   972  1,718  767  263  213  -  977  1,625 (3,803)  2,732  

            Research and development expenses   -  -  -  -  80  56  -  62 (50)  148  

            Selling and marketing expenses   13  37  72  262  69  -  50  388 (456)  435  

            General and Administrative Expenses (**)   115  145  60  24  108  25  85  217 (381)  398  

            Loss on disposal and impairment of investments and assets (*)   2  -  -  -  -  3  -  24  14  43  

            Other expenses   27  -  15  -  -  -  -  -  21  63  

            Financial Expenses   110  110  23  2  -  5  22  48  8  328  

        Inter-segment expenses   39  -  -  2  -  -  -  - (41)  -  

   1,278  2,010  937  553  470  89  1,134  2,364 (4,688)  4,147  

          Income before taxes on income   354  171  165  156  5  53  122  47 (406)  667  

          Taxes on income (tax benefit) (**)   54  41 (10)  36 (10) (3)  33  3 (44)  100  

          Net income   300  130  175  120  15  56  89  44 (362)  567  

          Attributed to:             

          Shareholders of the Company   228  42  139  96  10  49  10  16 (140)  450  

          Non-controlling interests   72  88  36  24  5  7  79  28 (222)  117  

   300  130  175  120  15  56  89  44 (362)  567  

          Depreciation and amortization 
  105  141  81  18  56  2  133 113 (360)  289  

          Impairment of investments   -  -  -  -  -  -  -  15  11  26  

           Revenues (expenses) at holding company, included in segment results: 

           (*) Gain (loss) on disposal of investments and assets   -  -  -  33  11  5 (2) (12)  - 35  

           (**) Amortization of original difference surplus, net of tax influence            ( 16)  4  84  -  15  -  17 1  - 105  

          (***) See Section d, below.             

Note 30: Segments of Operation (Cont’d) 
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  For the year ended December 31, 2008  

3. Segment results in 2008  Cement Taavura Hadera Paper Golf KBA Fundtech CBI Netvision Others Adjustments Total  

  NIS Millions  

Segment revenues:              

External revenues:              

  From sales and services   1,568  2,285  673  706  240  434  3  1,235  2,459 (5,399)  4,204  

  Group's share in earnings (losses) of associated companies, net   -  2  51  -  -  - (23)  -  - (26)  4  

  Gain on disposal of investments and assets (*)   1  14  -  2  -  -  19  -  5 (8)  33  

  Other Income   -  7  5  -  -  -  -  -  4 8  24  

  Financial revenues   16  40  12  7  2  7  13  11  19 (26)  101  

Inter-segment revenues   -  54  -  -  -  -  -  -  8 (62)  -  

   1,585  2,402  741  715  242  441  12  1,246 2,495 (5,513)  4,366  

Segment expenses:              

Expenses on externals:              

  Cost of sales and services (**)   979  1,992  542  269  42  193  1  982  1,743 (4,110)  2,633  

  Research and development expenses   -  -  -  -  -  78  49  -  63 (75)  115  

  Selling and marketing expenses   25  43  46  271  -  75  -  52  365 (455)  422  

  General and Administrative Expenses (**)   72  131  55  22  5  110  19  95  302 (492)  319  

  Loss on disposal and impairment of investments and assets (*)   -  -  -  -  -  1  18  14 69 (34)  68  

  Other expenses   59  -  -  2  1  -  10  -  6 (24)  54  

  Financial Expenses   134  120  27  4  -  10  8  20  59  82  464  

Inter-segment expenses   54  -  -  8  -  -  -  -  - (62)  -  

   1,323  2,286  670  576  48  467  105  1,163 2,607 (5,170)  4,075  

Income before taxes on income   262  116  71  139  194 (26) (93)  83 (112) (343)  291  

Taxes on income (tax benefit) (**)   80  27  3  37  54 (11)  -  16  27 (75)  158  

Net income   182  89  68  102  140 (15) (93)  67 (139) (268)  133  

Attributed to:              

Shareholders of the Company   137  28  27  77  71 (11) (56)  1 (53) (195)  26  

Non-controlling interests   45  61  41  25  69 (4) (37)  66 (86) (73)  107  

   182  89  68  102  140 (15) (93)  67 (139) (268)  133  

Depreciation and amortization   94  114  60  17  -  50  1  131  113 (374)  206  

Impairment of investments   -  -  -  -  -  -  18  -  14 26  58  

 

(*) Gain (loss) on disposal of investments and assets   -  -  -  -  - (1)  -  - (12)  - (13)  

(**) Amortization of original difference surplus, net of tax influence   -  -  -  -  6  18  1  20 (2)  -  43  

(***) See Section d, below.              

Note 30: Segments of Operation (Cont’d) 
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4.  Balance sheet information of the segments as at December 31, 2010 

 

  As at December 31, 2010  

Segment assets: 

 

Cement Taavura 

 
Hadera 
Paper Golf Fundtech CBI Netvision Others Adjustments ***) Total  

  NIS Millions 
Segment assets:             
 Associated companies   -  -  922  -  -  507  -  -  778  2,207  
 Other Assets (*)   2,831  2,876  2,695  480  690  857  1,763  2,544 (4,959)  9,777  

 Inter-segment assets   -  8  -  -  -  -  -  - (8)  -  

Total assets   2,831  2,884  3,617  480  690  1,364  1,763  2,544 (4,189)  11,984  
             
Segment liabilities:             
 Liabilities (*)   1,969  2,200  1,876  99  173  138  577  1,677 (1,224)  7,485  

Inter-segment liabilities   8  -  -  -  -  -  -  - (8)  -  

   1,977  2,200  1,876  99  173  138  577  1,677 (1,232)  7,485  
             

Capital Investments (**)   52  225  238  29  18  41  76 156 (321)  514  
             
Influences incurred by holding company, included in segment: 

(*) Attributed surplus cost, net   189  2  102  -  185  -  88  11  -  577  
             

(**) Capital Investments   -  -  -  -  -  -  -  8  11  19  
             
(***) See Section d, below.             

 

Note 30: Segments of Operation (Cont’d) 
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5.  Balance sheet information of the segments as at December 31, 2009 
 

    
    

  As at December 31, 2009  

 

 

Cement Taavura 

 
Hadera 
Paper Golf Fundtech CBI Netvision Others Adjustments ***) Total  

  NIS Millions  
Segment assets:             
 Associated companies   -  -  1,091  -  -  25  -  -  839  1,955  
 Other Assets (*)   2,908  2,492  2,105  443  680  911  1,838  2,736 (4,817)  9,296  

 Inter-segment assets   -  4  -  -  -  -  -  1 (5)  -  

Total assets   2,908  2,496  3,196  443  680  936  1,838  2,737 (3,983)  11,251  
             
Segment liabilities:             
 Liabilities (*)   1,877  1,908  1,500  101  150  153  628 1,640 (939)  7,018  

Inter-segment liabilities   4  -  -  1  -  -  -  - (5)  -  

   1,881  1,908  1,500  102  150  153  628 1,640 (944)  7,018  
             

Capital Investments (**)   111  181  574  13  60 (29)  218  140 (594)  674  
             
 

(*) Attributed surplus cost, net   188  2  843  -  204  -  103 19  - 1,359  
             

(**) Capital Investments   -  -  223  -  -  -  100  24  -  347  
             
(***) See Section d, below             

 
 
 
 
 

Note 30: Segments of Operation (Cont’d) 
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c. Distribution of Revenues from Sales and Services by Geographical Segments - According to 

client location 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Most of the Group assets are located in the State of Israel. 

 
d. Reconciliation of information concerning operating segments 
 
 For the year ended December 

31 
 

 2010 2009 2008  

Section (NIS Millions) Details 

     

Segment 
revenues (4,511) (5,106) (5,521) 

Reversal of revenues of segments included in the financial 
statements as associates, and reconciliation of amounts 
related to a proportionately-consolidated subsidiary, as well 
as inclusion of revenues not attributed to segments. 

     

Segment 
expenses (4,191) (4,700) (5,178) 

Reversal of expenses of segments included in the financial 
statements as associates, and reconciliation of amounts 
related to a proportionately-consolidated subsidiary, as well 
as inclusion of headquarter expenses not attributed to 
segments. 

     

 As at December 31   

 2010 2009   
Section (NIS Millions)  Details 

     

Segment 
assets (4,189) (3,983)  

Reconciliation of segment assets included in the financial 
statements as associates, reconciliation of assets related to 
a proportionately-consolidated subsidiary and reconciliation 
of assets not attributed to segments. 

     

Segment 
liabilities (1,232) (944)  

Reconciliation of segment liabilities included in the financial 
statements as associates, reconciliation of liabilities related 
to proportionately-consolidated subsidiary and reconciliation 
of liabilities not attributed to segments. 

Note 30: Segments of Operation (Cont’d) 

For the year ended December 31   

2008  2009  2010   

NIS Millions   

       
 3,502   3,403   4,281   Israel  

 198   242   256   North America 
 506   433   431   Europe 
 110  147   265   Other countries 
(112)  (49)  (65)   Adjustments 

       
4,204  4,176   5,168   Total 
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a. General: 

The interested parties and related parties of the Company include the parent company, affiliates of the 
parent company, jointly-controlled entities, associates, Board members and key executives of the 
Company or of the parent company and any close family member of any of the foregoing. 

 
b. Negligible non-exceptional transactions 

 
In March 2009, the Company's Board of Directors resolved to adopt rules and guidelines for 
categorizing a transaction of the Company or of one of its consolidated subsidiaries - with a controlling 
shareholder ("controlling shareholder transaction") - as a negligible or marginal transaction as set forth 
in Regulation 41(a)(6) of the Securities Regulations (Preparation of Annual Financial Statements), 2010 
("Financial Statements Regulations"). These rules and guidelines shall also serve to examine the extent 
of disclosure in the periodical report and the prospectus (including shelf prospectus reports) regarding a 
transaction of the company, Corporation under its control and any related company, with a controlling 
shareholder, or in whose approval a controlling shareholder possesses a personal interest, as set forth 
in Regulation 22 of the Securities Regulations (Periodic and Immediate Reports) -1970 ("Periodic 
Report Regulations") and in Regulation 54 of the Securities Regulations (Prospectus Details and 
Prospectus Draft - Form and Shape) - 1969 (Prospectus Details Regulations), as well as for the 
purpose of examining the need to submit an immediate report regarding a said transaction of the 
Company, as stipulated in Regulation 37a(6) of the Periodic Report Regulations (the types of 
transactions determined in the Financial Statements Regulations, Periodic Report Regulations and in 
the Prospectus Details Regulations mentioned above, hereinafter: "Related Party Transactions"). On 
August 18, 2010, the Company's Board of Directors resolved to update the rules and guidelines for 
classification of an interested party transaction as negligible for the aforementioned needs (so as to 
establish a stricter threshold for classification of transactions as negligible. The transaction negligibility 
is reviewed based on classification rules in effect upon the contracting date) as follows:  

The Company and its associated and related companies, are conducting or may conduct interested-
party transactions in the course of their normal state of affairs, and they possess or may possess 
undertakings to conduct such transactions, including transactions of the type and possessing the 
characteristics outlined below: Receiving banking, financial and/or economic services (such as: portfolio 
management, investment consulting, managing funds provided on behalf of the employees, deposits) 
from a banking corporation and financial institutions; purchasing insurance policies (such as: Managers 
liability insurance, employee fidelity insurance, property insurance and managers' insurance); purchase 
of products and services (such as:  Communication products and services, Call Center services, food 
products, office supplies, paper and cardboard products, clothing, textile, hygiene products, 
complementary products for cleaning and kitchen use and pesticides); sale and purchase of gifts and 
gift certificates; purchase and/or rental and/or operational leasing of vehicles; purchase of commercial 
vehicles, trucks and generators; purchase of travel, flights and tourism services in Israel and overseas 
and conference and event planning services; legal services; purchasing; rental of real estate property; 
property management services; vehicle repair services; transportation and courier services, packaging 
and export services; archive services, warehouse management services and logistic services; 
administrative services; underwriting engagements; irrigation and pest control services, shredding and 
waste treatment; rental of advertising space; supply of newspapers, magazines and periodicals. 

In the absence of any special qualitative considerations arising from the circumstances, a transaction 
with an interested party shall be deemed negligible if it is not an exceptional transaction (as defined in 
the Companies Law) for the purposes outlined above, if the applicable benchmark calculated for the 
transaction is less than 0.5% and the volume of the transaction does not exceed NIS 8 million (with this 
sum being adjusted according to the rise, from time to time, in the consumer price index, in relation to 
the Known Index starting at the beginning of 2010).  

Note 31:  Related and interested parties 
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In any interested party transaction classified as a negligible transaction, one or more of the criterions 
relevant to the specific transaction will be calculated based on the consolidated audited or reviewed 
financial statements of the Company: (a) Upon the acquisition of a fixed asset ("non-current asset") - 
The volume of the transaction in relation to the total assets (in the report of the financial situation that is 
included in the company's last consolidated financial statements); (b) Upon the sale of a fixed asset 
("non-current asset") - The profit/loss from the transaction in relation to the average annual earnings 
(i.e.- four quarters) in the report of the financial situation that is included in the company's last 
consolidated financial statements), according to the last 12 quarters from which consolidated financial 
statements of the company have been published. In this respect, the profit/loss from the transaction and 
the profit/loss in any quarter will be calculated at their absolute value; (c) Upon assuming a monetary 
liability - The volume of the transaction in relation to the total liabilities in the report of the financial 
situation that is included in the last consolidated financial statements; (d) Upon the acquisition or sale of 
products (excluding fixed assets) or services - The volume of the transaction in relation to the total 
revenues from sales and services over the last four quarters for which consolidated financial statements 
of the company have been published. Regarding multi-annual interested party transactions, the volume 
of the transaction will be calculated for the purpose of analyzing the negligibility on an annual basis. 
Thus, for example, in an insurance transaction for several years, the paid annual insurance premiums 
shall be considered as the volume of the transaction. 

In cases where, at the Company's discretion, all the aforementioned quantitative benchmarks are not 
applicable for evaluation of the negligibility of the transaction with an interested party, the transaction 
shall be deemed negligible, in accordance with another applicable benchmark to be determined by the 
Company, provided that the applicable benchmark calculated for said transaction is less than 0.5% and 
that the volume of the transaction shall not exceed NIS 8 million (with this sum being adjusted 
according to the rise, from time to time, of the consumer price index in relation to the Known Index 
since the beginning of 2010).   

The consideration of the quantitative benchmarks of an interested-party transaction may lead to the 
classification of the transaction as a transaction that is not negligible despite the aforesaid. Thus - and 
only as an example - a transaction with an interested party shall not usually be deemed negligible if it is 
conceived as a significant event by the Company's management, and if it serves as a basis for making 
managerial decisions, or if in the course of the transaction with an interested party, the latter is 
expected to receive benefits which are important to disclose publicly.   

Separate interested-party transactions that are in fact interconnected and that are in fact part of the 
same engagement (for example: conducting negotiations regarding the entirety of the transactions), 
shall be examined as a single transaction.  

An interested-party transaction that was classified as negligible by an investee company of the 
Company, shall also be considered negligible at the parent company level. A transaction that was 
classified by the investee company is a transaction that is not negligible, shall be examined against the 
relevant benchmarks at the parent company level. 

The Audit Committee of the Company shall annually review the manner of implementation of the 
instructions in this procedure by the Company, and will conduct sample examinations of interested-
party transactions to which the company is a party directly, that were classified is negligible transactions 
according to the procedural instructions. As part of the sample examinations of the said transactions, 
the Audit Committee shall examine, inter alia, the manner by which the prices and other terms of the 
transaction were determined, as the circumstances may be, and will analyze the impact of the 
transaction on the business situation of the company and the results of its operations. The operations of 
the Audit Committee as stated in this section, including the sample examination mentioned above, the 
manner of its implementation and the summarized results and conclusions, shall be disclosed in the 
periodical report of the company. 

Note 31: Related and interested parties (Continued) 
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The Company's Board of Directors shall examine the need to update the instructions of this procedure 
from time to time, while taking into consideration the interest-party transactions undertaken by the 
company and the relevant changes in the legislation.  

 
c. Agreements between the Company and investees and/or between these and the controlling 

shareholder of the Company 
 

1. Management services agreement with IDB Development Corporation Ltd. (“IDB Development”) 

Pursuant to a management services agreement between the Company and IDB Development (the 
controlling shareholder of the Company), approved by the General Meeting of Company shareholders 
in August 2000 (after approval by the Company's Audit Committee and Board of Directors), the 
Company receives management services from IDB Development, including: Appointment of 
employees of IDB Development, IDB Holdings Ltd. (controlling shareholder of IDB Development, the 
controlling shareholder of the Company) ("IDB Holdings") or subsidiaries thereof, as Board members, 
including a Board member serving as the Chairman of the Board of Directors; provision of managerial, 
economic and accounting assistance and consulting on issues such as preparation of the annual 
budget, strategic planning and key strategic and business moves by the Company - for consideration 
amounting to NIS 2 million annually (linked to CPI of November 1999), payable by the Company to 
IDB Development. In 2010, 2009 and 2008, total Company payments to IDB Development with 
respect to the aforementioned management services amounted to NIS 2,447 thousand, NIS 2,355 
thousand and NIS 2,268 thousand, respectively. 

2. Management agreement with IDB Holdings Ltd. ("IDB Holdings") for providing co-CEO services 

Pursuant to a management agreement between the Company and IDB Holdings, approved by 
the General Meeting of Company shareholders in January 2004 (after approval by the Company 
Audit Committee and Board of Directors), IDB Holdings provides the Company with management 
services by way of making available the services of Messrs. Avi Fisher, Board member and  
co-CEO of the Company, and Zvi Livnat, co-CEO of the Company (upon the aforementioned 
approval date, Mr. Zvi Livnat also served as a Company Board member) and the son of Mr. 
Avraham Livnat, a controlling shareholder of the Company, who also serve as deputy CEOs of 
IDB Holdings, so that each of these would serve as co-CEO of the Company at 80% of their 
position with IDB Holdings, which is a full-time position. As compensation for the provision of the 
said management services, the Company will refund IDB Holdings 80% of the total sums that 
shall be paid to Messrs. Zvi Livnat and Avi Fisher, by IDB Holdings, according to the terms of 
their employment as Deputy CEOs of IDB Holdings, including all provisions and costs related to 
their employment (on account of the period beginning June 9, 2003 and thereafter), provided that 
these do not exceed the sums detailed below: A monthly salary of NIS 128 thousand (linked to 
the CPI of June 2003), provision of a company car and the coverage of the vehicle’s expenses, 
as well as the reimbursement of telephone expenses (full compensation for tax purposes), 
provisions for manager’s insurance and a continuing education fund – all in addition to 
supplementary sums included in the calculation of the overall cost to the employer.  

Note 31: Related and interested parties (Continued) 



 
Notes to the Consolidated Financial Statements 

 166 

 

 
Furthermore, the Company shall reimburse IDB Holdings for the full expenses incurred by the 
Company’s Joint CEOs, in their said positions, in accordance with the Company’s procedures. In 
2010, 2009 and 2008, the Company paid to IDB Holdings NIS 3,714 thousand, NIS 2,875 
thousand and NIS 3,097 thousand, respectively, to reimburse the cost of employment pursuant to 
the aforementioned agreement. Expenses reimbursed by the Company to IDB Holdings in 2010, 
2009 and 2008, amounted to NIS 852 thousand, NIS 771 thousand and NIS 900 thousand, 
respectively. 

As part of a policy adopted by IDB Group in 2008, initiated by the Chairman of the Board of Directors, 
Mr. Nochi Dankner (who serves, inter alia, as Chairman of the Board of Directors of IDB Holdings), 
aimed at further preparing for the global economic crisis and streamlining operations, Messrs. Nochi 
Dankner, Yitzhak Manor (a Company Board member), Avi Fisher and Zvi Livnat (co-CEOs of the 
Company) decided to waive 25% of their pay. Company executives (except for the co-CEOs, who 
waived 25% of their pay) consented to waive 8% of their pay. This was effective from November 2008 
through December 2009. 

 

3. Agreement on sharing office use and expenses 

 
In August 2004, the Company (via a wholly-owned subsidiary) entered into agreement with IDB 
Development, Discount Investment Company Ltd. ("DIC") (a subsidiary of IDB Development) and 
Property and Building Corporation Ltd. (“PBC”) (a company controlled by DIC) ("the expense 
sharing agreement"), with regard to sharing use of areas leased by IDB Development at Azrieli 
Center in Tel Aviv, consisting of office, parking and storage space used by the Company, the 
aforementioned companies, as well as IDB Holdings and IDB Development ("leasehold"), and 
with regard to the sharing of rent and associated expenses with respect to the leasehold as from 
May 1, 2004. The Company participation in the expense sharing agreement was approved by the 
General Meeting of Company shareholders in September 2004 (after approval by the Company's 
Audit Committee and Board of Directors). The expense sharing agreement stipulates, inter alia, 
that other IDB Group companies may apply to join the agreements between the parties, under 
terms and conditions set forth therein. In July 2005, KBA Townbuilders Group Ltd. (a company 
controlled by the Company, which is also an investee of Property & Building Corp.) became party 
to the expense sharing agreement; effective as from September 2006, Koor Industries Ltd. (a 
company controlled by IDB Development) became party to the expense sharing agreement; and 
effective as from May 2010, Modi'in Energy Management (1992) ("Modi'in") (a company 
controlled by IDB Development) became party to the expense sharing agreement (internal 
approval proceedings at Modi'in are being completed) (the aforementioned companies jointly with 
IDB Development, Clal Industries, DIC and PBC - hereinafter: "participating companies"). 
Pursuant to the expense sharing agreement, IDB Development provides parts of the leasehold 
for use of the participating companies, each of which pays expenses with respect to rent and 
other expenses associated with the leasehold, pro-rata to the number of employees at each 
company in office space, to total number of employees at the participating companies in 
leasehold space, without accounting for the operations team serving the participating companies 
in the leasehold and except for payment for parking and storage space, which is based on actual 
usage of such spaces by each party. 

The current lease with respect to the leasehold expires on March 31, 2011.   
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In February 2011, the General Meeting of IDB Development shareholders, after approval by the 
Audit Committee and Board of Directors thereof, approved extension of the lease term for a 
further 60 months through March 31, 2016 ("the additional lease term"), with a decrease in rent 
and pursuant to the expense sharing agreement, which was also extended for the same term. In 
February 2011, the Company Audit Committee and Board of Directors approved the Company's 
consent to extend the lease term of all leased space for the additional lease term, and pursuant 
to the expense sharing agreement, it, too, would be extended for the same term. 

For the sake of caution, the aforementioned agreement was approved as an exceptional 
transaction in which the controlling shareholder - IDB Development - has a personal interest 
pursuant to provisions of Regulation no. 1(1) of the Corporate Regulations (Reliefs in 
Transactions with Interested Parties), 2000, being a transaction to extend an existing transaction 
approved pursuant to Section 275 of the Corporate Act, and the change therein (i.e. the lower 
rent) does not benefit the Company; the Company's Audit Committee and Board of Directors 
confirmed that these conditions have been met. To the best of the Company's knowledge, the 
transaction was also approved by the other companies who are party to the transaction. 

Terms and conditions during the additional lease term would be unchanged compared to the 
original lease terms and conditions, except for a certain decrease in rent for office space, parking 
and storage space as at December 2009; the rent was also linked to the CPI (based on the CPI 
for May 2004). This would be applied retroactively as from January 1, 2010, with rent linked to the 
CPI based on the CPI for January 2011, plus VAT. In view of the aforementioned decrease in 
rent, the Company received from IDB Development a credit pro-rata to its share of expenses, with 
respect to lower rent paid for the period since January 1, 2010. The current rent is lower than the 
rent payable pursuant to the lease agreements during the additional lease term. 

The Company's pro-rata share of annual rent in 2010, 2009 and 2008 amounted to NIS 3,275 
thousand, NIS 3,189 thousand and NIS 3,201 thousand, respectively, and for office expenses 
and other expenses in 2010, 2009 and 2008, amounted to NIS 771 thousand, NIS 874 thousand 
and NIS 1,112 thousand, respectively. 

The Company's share in the cost of annual rent, office expenses and other expenses pursuant to 
the expense sharing agreement, in 2010 (considering the reduced rent) amounted to NIS 301 
thousand per month on average.  

d.  Insurance and indemnity 

1. In accordance with a resolution by the General Meeting of Company shareholders dated 
September 2005 (after approval by the Company's Audit Committee and Board of Directors), the 
liability of officers and Board members of the Company, wholly-owned subsidiaries of the 
Company and some investees of the Company, including officers who are controlling 
shareholders of the Company or relatives thereof ("Company division") was insured in 2010 and 
2009 by Clal Insurance Company Ltd., a company controlled by the controlling shareholder of the 
Company ("Clal Insurance") under a basic officers' liability insurance policy ("the basic policy") 
and under a group insurance policy shared by the Company division and other divisions, 
including IDB Holdings and other IDB Group companies ("the other divisions"), for insurance of 
Company officers' liability, including officers who are controlling shareholders of the Company or 
relatives thereof ("the group policy"). The resolution stipulated, inter alia, that total annual 
insurance premiums payable by the Company division for any insurance year shall not exceed 
$500,000, the insurer liability limit under the basic policy would be $20 million per claim and on 
aggregate, and the maximum insurer liability limit under the basic and group policies combined 
shall be $110 million for the insurance term; the term of said policies expired on July 31, 2010. 
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It was further stipulated that should the officers' liability insurance policies be issued by Clal 
Insurance or by insurance companies controlled thereby, Clal Insurance shall not be involved in 
setting the insurance premium for said policies by re-insurers, and the processing fee paid to Clal 
Insurance for issuing the policies shall not exceed the customary processing fee in the insurance 
industry for such transactions as of the contracting date, and in no case shall exceed 10% of the 
insurance premium paid for said policies. The processing fee paid to Clal Insurance for issuing 
the policies for 2010 (through July 2010) did not exceed 10% of the insurance premium paid for 
said policies. 

The total insurance premium paid for said policies by the Company for 2009 and 2010 (through 
July 2010) amounted to NIS 464 thousand and NIS 801 thousand, respectively. The processing 
fee paid to Clal Insurance for issuing the policies for 2010 (through July 2010) did not exceed 
10% of the insurance premium paid for said policies. 

2. In July 2008, the General Meeting of Company shareholders (after approval by the Company 
Audit Committee and Board of Directors) approved the increase of the insurer's liability limit under 
the basic policy to a maximum of USD 40 million (instead of USD 20 million) per claim and on 
aggregate, for the insurance period pursuant to said policy. Consequently, the total insurer 
liability limit under the basic and group policies on aggregate increased to USD 130 million 
(instead of USD 110 million). The aforementioned increase of maximum insurer liability limits 
applies to the basic and group policies for periods between August 1, 2008 and July 31, 2010. 

3. The General Meeting of Company shareholders in July 2010 (after approval by the Company 
Audit Committee and Board of Directors) approved contracting by the Company of a basic policy 
and/or group policy and/or other policy for officers' liability insurance, including officers who are 
(in person or via relatives thereof) controlling shareholders of the Company, for a one-year term 
from August 1, 2010 through July 31, 2011 and for additional insurance terms not to exceed on 
aggregate four years from expiration of said policy. The aforementioned resolution stipulated, 
inter alia, that the total maximum insurer liability limit under the basic policy would range between 
$40-$60 million per claim and on aggregate for the insurance term under said policy; that the total 
maximum insurer liability limit under the group policy would range between $90-$120 million per 
claim and on aggregate for the insurance term under said policy ("the original liability limit"); that 
the requested approval would include an option to acquire an additional insurance layer 
("additional insurance layer") to provide insurance coverage to make up the liability limit amount 
pursuant to the group policy up to the original liability limit amount, should the liability limit 
pursuant to the group policy decrease or be exhausted due one or more claims; that total annual 
insurance premium paid by the Company division for any insurance year for officers' liability 
insurance shall not exceed $500,000; that such insurance policies may be issued or jointly issued 
by Clal Insurance. It was further stipulated hat should the officers' liability insurance policies be 
issued by Clal Insurance or by insurance companies controlled there by (for as long as Clal 
Insurance is controlled by IDB Holdings), Clal Insurance shall not be involved in setting the 
insurance premium for said policies by re-insurers, and the processing fee paid to Clal Insurance 
for issuing the policies shall not exceed the customary processing fee in the insurance industry 
for such transactions as of the contracting date, and in no case shall exceed 10% of the 
insurance premium paid for said policies. 

 In accordance with this resolution, the basic policy was renewed for an insurance term from 
August 1, 2010 through July 31, 2011 with an increase in liability limitation from $40 million to $50 
million per claim and on aggregate; the group policy was renewed with a liability limit of $90 
million per claim and on aggregate; and an additional insurance layer was put in place. These 
insurance policies were issued by Clal Insurance. 
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 Total insurance premium paid for the aforementioned policies by the Company for 2010 (as from 

August 2010) amounted to NIS 343 thousand. The processing fee paid to Clal Insurance for 
issuing the policies for 2010 (as from August 2010) did not exceed 10% of the insurance premium 
paid for said policies. 

4. In April 2002, the General Meeting of Company shareholders (after approval by the Company's 
Audit Committee and Board of Directors) approved indemnification, in as much as lawfully 
allowed, of its officers for any liability or expense, as set forth below, imposed upon them for any 
action taken (including actions preceding the date of the letter of indemnity) and/or to be taken in 
the course of their position as Company officers, which are directly or indirectly linked to one or 
more of the event types specified by the Board of Directors and listed in the letters of indemnity. 
The aforementioned liability or expense consist of any financial liability imposed on the officers in 
favor of any other person by a verdict, including a verdict in a settlement or an arbitration verdict 
ratified by the Court, and reasonable litigation expenses, including attorney's fees, to be incurred 
or to be imposed by a Court in any proceeding filed against them by the Company or on behalf 
thereof or by any other person, or by any criminal indictment in which they are found to be not 
guilty, or any criminal indictment in which they are found to be guilty of a felony which does not 
require proof of criminal intent. These commitments by the Company shall prevail in favor of the 
officers even after the end of their term in office as Company officer, provided that the action for 
which the commitment to indemnify is provided is or will be taken during their term in office as 
Company officer. 

5. The Company has issued letters of indemnity pursuant to the Corporate Act to Board members 
and officers (including former officers) with regard to their liability for actions taken in the course 
of their position as stated. The indemnity pursuant to these letters of indemnity is restricted to 
event types specified by the Company Board of Directors and is limited to the maximum 
indemnity amount, for all officers on aggregate, equal to 25% of Company shareholders' equity in 
accordance with the most recent annual financial statements available in the year of actual 
payment. The aforementioned maximum indemnity amount shall apply over and above any 
amount paid (if any) in conjunction with insurance and/or indemnification by any party other than 
the Company. 

6. Company officers and interested parties in the Company, controlling shareholders thereof and/or 
their relatives serving as Board members on Company subsidiaries and/or affiliates receive from 
certain such companies letters of indemnity, waiver and liability insurance - as customary for 
those companies. 

 

e. Directors’ Compensation 

 
1. In accordance with a resolution by the General Meeting of Company shareholders dated September 2005 

(after approval of the Company's Audit Committee and Board of Directors), the Company paid annual 
remuneration and participation remuneration at the maximum amounts set forth in Corporate Regulations 
(Rules for remuneration and expenses to external Board members), 2000 as amended or superseded from 
time to time ("the remuneration regulations") for each year from 2005 through 2010, to all Company Board 
members, including Board members who are (in person or via relatives thereof) controlling shareholders of 
the Company, with the exception of Board members who are employed by the Company and/or by IDB 
Development and/or by IDB Holdings or by subsidiaries of IDB Development or IDB Holdings. 
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2. In March 2008, the remuneration regulations were amended, inter alia, by updates to maximum 

remuneration and participation fee amounts payable to external Board members, and by specifying higher 
maximum amounts for external Board members deemed to be an "Expert Board Member" (as defined in the 
remuneration regulations). Due to these changes, and in accordance with the resolution by the General 
Meeting of Company shareholders dated September 2005 and resolutions by the Company Board of 
Directors dated March 2008, the Company increased, inter alia, the remuneration paid to Company Board 
members who are controlling shareholders of the Company and/or relatives thereof to the maximum amount 
set forth in the remuneration regulations. 

Various Company investees also increased, due to the amendment to remuneration regulations, the annual 
remuneration and participation fee payable to their Board members in line with the maximum amounts 
allowed, and Board members serving these investees also include Board members and other officers of the 
Company (including Board members who are controlling shareholders of the Company or relatives thereof).  

3. In July 2010, the General Meeting of Company shareholders (after approval by the Company's Audit 
Committee and Board of Directors) approved payment of annual remuneration and participation fee at the 
maximum amounts and based on classification of each Board member as an Expert Board Member or not, 
and based on the Company's ranking pursuant to the remuneration regulations, to external and other Board 
members of the Company, including Board members who are controlling shareholders of the Company or 
relatives thereof, for the period from 2011 through 2015 (inclusive). 

Board member remuneration shall not be payable to any Board members who are employed by the 
Company or by IDB Development or by IDB Holdings or by companies controlled by the Company or said 
controlling shareholders (for as long as they are thus employed), pursuant the management services 
agreement between the Company and IDB Development dated 2000. 

With regard to remuneration paid pursuant to this resolution to Board members who are controlling 
shareholders - the number of Board members who are controlling shareholders to be actually thus 
remunerated shall not exceed, at any time during the aforementioned period, the number of Board members 
who are controlling shareholders serving upon the resolution date on the Company Board of Directors, and 
the number of Board members who are controlling shareholders to be actually thus remunerated  as Expert 
Board Members (pursuant to the remuneration regulations) shall not exceed, at any time during the 
aforementioned period, the number of Board members who are controlling shareholders serving upon the 
resolution date on the Company Board of Directors and classified as Expert Board Members. For the sake 
of clarity, note that any Board member who has waived or shall waive their right to remuneration, in whole or 
in part and/or with regard to a certain period, shall be eligible to receive such remuneration except for the 
period and/or amount thus waived.  

Mr. Shai Livnat, son of Mr. Avraham Livnat (a controlling shareholder of the Company), who is a Company 
Board member, informed the Company that he was waiving his right to receive Board member remuneration 
of any kind during his term in office as Company Board member, as from his start date in office. 

Mr. Mark Schimmel, a Company Board member, informed the Company that he was waiving his right to 
receive Board member remuneration of any kind during his term in office as Company Board member, 
through March 31, 2011. 

The cost of remuneration to Company Board members in 2010, 2009 and 2008 amounted to NIS 1,570 
thousand, NIS 1,442 thousand and NIS 1,635 thousand, respectively. 
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f. Payments by the Company and investees to interested parties and relatives thereof: 

  
1. Payments from Taavura 

 
a. Mr. Avraham Livnat serves as CEO of Taavura pursuant to an employment agreement 

dated 1996. Mr. Avraham Livnat received from Taavura in 2010, 2009 and 2008 
remuneration for his employment as full-time CEO (his employment start date is in the early 
1950s). The key terms of employment of Mr. Avraham Livnat as CEO of Taavura include: 
Monthly salary, provision of company car and reimbursement of all expenses thereof, 
reimbursement of cell phone expenses and contributions toward retirement insurance 
policy and continuing education fund. 

 
 The cost of employment of Mr. Avraham Livnat as CEO of Taavura, with respect to payroll 

and associated expenses in 2010, 2009 and 2008 amounted to NIS 1,348 thousand, NIS 
1,113 thousand and NIS 1,231 thousand, respectively. 

 
In November 2008, Mr. Avraham Livnat, aiming to further prepare for the global economic 
crisis and to streamline operations, decided to waive 20% of his pay. This was effective 
from November 2008 through December 2009. 

 
b. Mr. Ze'ev Livnat (son of Mr. Avraham Livnat, a controlling shareholder of the Company) 

received from Taavura salary and associated expenses for his position as Deputy CEO of 
Taavura for 2010, 2009 and 2008, amounting to NIS 1,297 thousand, NIS 1,128 thousand 
and NIS 1,164 thousand, respectively. 

 

c. In 1996, the Taavura Board of Directors decided to pay an annual management fee to 
Avraham Livnat Ltd. and to Mashav, amounting to NIS 250 thousand per year each, for 
provision of Board member services by each of the parties, to Taavura. Avraham Livnat 
Ltd. received from Taavura annual management fees of NIS 250 thousand for 2010, 2009 
and 2008. 

 
The engagement described above in sections a-c were contracted prior to Amendment no. 
3 of the Corporate Act, which stipulates that contracting between a public company and a 
relative of a controlling shareholder, with regard to terms of employment by the company, is 
subject to approval in accordance with Section 270(4) of the Corporate Act, and prior to 
publication of guidelines by the Israel Securities Authority, whereby approval in accordance 
with Section 270(4) of the Corporate Act is also required for employment terms of the 
controlling shareholder or relative thereof, to which a private company controlled by the 
public company (even if not wholly owned) is party.  

Note 31: Related and interested parties (Continued) 



 
Notes to the Consolidated Financial Statements 

 172 

 

 
2. Employment of Dr. Tamar Manor-Morel 

 
In April 2004, the General Meeting of Company shareholders (after approval of the Company's 
Audit Committee and Board of Directors) approved the employment terms of Dr. Tamar Manor-
Morel (daughter of Ruth and Yitzhak Manor, controlling shareholders of the Company) as Chief 
Technology Officer. For her employment, Dr. Manor-Morel is entitled, as from June 9, 2003, to 
receive payment with the following key components: A monthly salary of NIS 54 thousand, linked 
to the CPI, provision of a company car and the coverage of the vehicle’s expenses, as well as the 
reimbursement of telephone expenses (full compensation), provisions for manager’s insurance 
and a continuing education fund – all in addition to supplementary sums included in the 
calculation of the overall cost to the employer, so long as these do not exceed NIS 72  thousand, 
linked to the CPI. Dr. Manor-Morel is also entitled to reimbursement of all expenses incurred by 
her in the course of her duties, in accordance with Company procedures. Each party may 
terminate the employment for any reason, by providing three months' advance notice in writing to 
the other party. Upon termination of her employment, for any reason - including in case of 
voluntary departure, Dr. Manor-Morel would be entitled to have the Company release to her all 
amounts accumulated on her account under managers' insurance policies, with all returns 
thereof, except in case of termination of her employment for cause, in which case Dr. Manor-
Morel would only be entitled to receive amounts accumulated on the retirement insurance policies 
from her own contributions. The total cost of Dr. Manor-Morel's remuneration (including bonuses) 
in 2010, 2009 and 2008 amounted to NIS 1,205 thousand, NIS 1,055 thousand and NIS 1,050 
thousand, respectively.  

Clal Biotechnology Industries Ltd. ("CBI"), a company controlled by the Company, granted to Dr. 
Manor-Morel a letter of indemnity in conjunction with her office as a Board member of CBI. The 
letter of indemnity issued pursuant to the Corporate Act is restricted to event types specified by 
the CBI Board of Directors and is limited to a maximum indemnity amount, for all officers on 
aggregate, equal to 20% of CBI's shareholders' equity in accordance with its most recent annual 
financial statements available in the year of actual payment. The aforementioned maximum 
indemnity amount shall apply over and above any amount paid (if any) in conjunction with 
insurance and/or indemnification by any party other than CBI.   

Pursuant to a resolution by the General Meeting of CBI shareholders dated May 2007 (after 
approval by its Audit Committee and Board of Directors), CBI issued a-priori waiver letters to 
Company Board members and officers, including those who are controlling shareholders thereof, 
waiving all liability to CBI, subject to statutory provisions, for any damage caused and/or to be 
caused to CBI due to any breach of their due care duty towards the company, in their actions in 
good faith and in the course of their position as CBI officers and/or, at the company's request, any 
officer of any other company, with regard to events listed in the addendum to the waiver letter. 

 
3. Employment of Mr. Gil Morel by Nesher Israel Cement Enterprises Ltd. 

 
Mr. Gil Morel, husband of Dr. Tamar Manor-Morel (daughter of Ruth and Yitzhak Morel, 
controlling shareholders of the Company) is employed by Nesher Israeli Cement Works Ltd. 
("Nesher"). In 2010, 2009 and 2008, the total cost of Mr. Gil Morel's salary amounted to NIS 345 
thousand, NIS 320 thousand and NIS 253 thousand, respectively. 

As from October 2008, Mr. Gil Morel was promoted to Manager, Raw Material Supply with the 
Operations Division, in full-time capacity. 
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In April 2010, the General Meeting of Company shareholders (after approval by the Company's 
Audit Committee and Board of Directors) approved Mr. Gil Morel's employment terms, with the 
following highlights: Update of his gross monthly salary to NIS 23,000 (previously - NIS 15,000 
gross), linked to the CPI; annual CEO bonus of up to three monthly gross salaries, contingent on 
Nesher policy and on decision by Nesher management, resulting from achievement of individual 
goals; authorization to Nesher management to raise Mr. Gil Morel's monthly salary by up to 7.5% 
annually; and authorization to Nesher management to provide to Mr. Gil Morel, upon replacement 
of his company car, a car up to Class 4, based on the class of car provided to Nesher employees 
in a similar position who are not relatives of the controlling shareholder; increase eligibility for 
recuperation pay by two days for each year of service, up to 14 recuperation days in total. 

 
g. Transactions and joint investments by the Company and investees and interested / affiliated parties 

 
1. Engagement between Netvision Ltd. ("Netvision") and Mediterranean Nautilus (Israel) Ltd. ("Med 

Nautilus") and contract between Clalcom Ltd. ("Clalcom") and Med Nautilus 

 

In May 2008, the General Meeting of Netvision shareholders, an investee of the Company and of DIC, 
(after approval by the Netvision Audit Committee and Board of Directors) approved Netvision's 
contracting (via a wholly-owned subsidiary) with Med Nautilus into an agreement whereby Netvision 
committed to purchase irrevocable usage rights to international capacity units operated by Med 
Nautilus. The term of this agreement is through 2017. Subsequent to this date, Netvision has two 
options to extend the term of usage, for no additional consideration other than payment of a 
maintenance fee. Should international trunks of Med Nautilus continue to be in operation after the term 
of these options, Netvision would maintain its usage right under the same terms and conditions. Total 
cost of purchasing the entire capacity being acquired would amount to $67 million over 9 years, payable 
in line with Netvision's operating pace. Netvision has the option to reduce this capacity, in which case 
certain changes would be made to payments. Further, for each capacity unit operated, a maintenance 
fee would be payable, estimated in total at $17 million for the full capacity being acquired over the full 
term of this agreement. In March 2011, the Netvision Board of Directors (after approval by the Netvision 
Audit Committee) approved an amendment to the aforementioned agreement, pursuant to Regulation 
2(1) of the Corporate Regulations (Reliefs in Transactions with Interested Parties), 2000, as this is a 
qualifying contract for Netvision. In actual fact, in view of its needs, Netvision operated in 2010 and 
2009 communication links at a faster pace than the minimum committed to in the agreement. In view of 
the rapid pace of link operation, Med Nautilus granted to Netvision a discount of $900 thousand on 
maintenance fee for 2010, for all current agreements and for actual operation of communication links. 
Note that this discount amounts to less than 5% of total Netvision obligations under this agreement, and 
less than 5% of Netvision obligations with respect to links operated in 2010. 

Controlling shareholders of the Company have a personal interest in this transaction, due to the 
Company contracting in July 2005 via Clalcom (a wholly-owned subsidiary of the Company) with 
Yamcom Holdings B.V ("Yamcom") (a company controlled by Mr. Shai Livnat, son of Mr. Avraham 
Livnat, a controlling shareholder of the Company), with Globescom Ltd. (Clalcom, Yamcom and 
Globescom Ltd. hereinafter jointly - "the agencies") and with Med Nautilus an agreement for provision 
of sales and marketing services to Med Nautilus ("the services agreement"). Below are details of the 
services agreement: 
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The services agreement was signed in conjunction with sale of Med Nautilus shares by its then 
shareholders, including Clalcom, to the current shareholders of Med Nautilus. The services agreement 
is effective through December 31, 2015; in this agreement, Med Nautilus committed to pay the 
agencies commissions for representing Med Nautilus in Israel and in the Palestinian Authority, and for 
promoting sales of goods and services provided by Med Nautilus. These commissions range between 
6% and 14%, pursuant to conditions set forth in the services agreement. Clalcom's share of the 
proceeds is 30.6%.  

The services agreement was approved by the Company's Audit Committee and Board of Directors in 
May 2005. In December 2009, the agencies contracted with Med Nautilus and its parent company in an 
agreement revising the commissions and relevant dates thereof, under the agreed terms and conditions 
("the revised agreement") as set forth below: 

It was stipulated that in lieu of commissions payable to the agencies for receipts to be received by Med 
Nautilus in 2010 and 2011 (at 14% or 7%, should it emerge that in the year preceding the relevant year, 
another international system has launched operations in Israel ("the adjustment clause"), the 
commission rates for the agencies for these years would amount to an agreed fixed sum of $10 million, 
of which $3.75 million would be payable with respect to 2010, and $6.25 million would be payable with 
respect to 2011. 

Further, a verbal agreement between the parties was included in writing, whereby receipts to be 
received by Med Nautilus pursuant to the agreement between Med Nautilus and Netvision, which was 
approved by the General Meeting of Netvision shareholders in May 2008, the agencies would be 
entitled to a fixed 7% commission only, regardless of the adjustment clause, but subject to provisions of 
the revised agreement with regard to receipts to be received in 2010 and 2011.  

It was also agreed that the services agreement would be extended by one more year, to expire on 
December 31, 2016 (in lieu of on December 31, 2015).  

It was also agreed that for qualifying agreements, as defined in the services agreement, to be signed in 
2016, the agencies would be entitled to a fixed 7% commission, regardless of the adjustment clause, of 
all receipts to be received by Med Nautilus under that qualifying agreement, over a 3-year period from 
the receipt date of the firs payment pursuant to any qualifying agreement, including receipts with 
respect to operation and maintenance services (even though pursuant to the services agreement, the 
agencies were not entitled to commissions on receipts with respect to such services to be received after 
the end of the agreement term).   

In January 2010, the Company's Board of Directors (after approval by the Company's Audit Committee) 
approved for the Company to vote for the revised agreement at the General Meeting of Clalcom 
shareholders convened in January 2010. 
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2. Contracting between Nana 10 Ltd. ("Nana 10") and Walla ShopMind Ltd. ("ShopMind") 

In May 2008, the General Meeting of Netvision shareholders, an investee of the Company and of DIC 
(after approval by the Netvision Audit Committee and Board of Directors) approved the contracting 
between Nana 10 (a company jointly controlled by Netvision and Israel 10 New Channel Services Ltd.) 
and ShopMind (a company indirectly controlled by Mr. Shai Livnat, son of Mr. Avraham Livnat -  
a controlling shareholder of the Company). In accordance with this agreement, as from December 1, 
2008, ShopMind manages and operates the ecommerce goods operations of the Nana Shops 
ecommerce website, which is wholly owned and operated by Nana 10 ("Nana Shops website"). 
Pursuant to the agreement, Nana 10 received quarterly payments at 3% of sales on the Nana Shops 
website ("participation fee"), but no less than NIS 450 thousand per quarter in 2008 and NIS 500 
thousand per quarter, linked to the CPI, in subsequent years ("minimum payment"). It was also stipulate 
that the participation fee would be reduced and the minimum fee eliminated should Nana 10 compete 
with the Nana Shops website for ecommerce goods operation and/or should manage, own or promote 
ecommerce goods operations - all as per dates and conditions set forth in the agreement.  

In November 2008, the General Meeting of Netvision shareholders (after approval by the Netvision 
Audit Committee and Board of Directors) approved an amendment to the agreement which stipulated, 
inter alia, that for as long as annual sales of Nana Shops would be less than NIS 40 million, any 
difference between the minimum amount and the participation fee would be invested in promotion of the 
Nana Shops website and in advertising it in different media. In February 2011, Nana 10 and ShopMind 
mutually resolved, as per the option set forth in the agreement, to immediately terminate the 
agreement. In conjunction with termination of the agreement, it was agreed that the non-compete 
period applicable to Nana 10 pursuant to the agreement would be shortened, and shall not apply as 
from the termination date of the agreement. 

Mr. Avraham Livnat, a controlling shareholder of the Company, may be considered to have a personal 
interest in this transaction due to the indirect control of his son, Mr. Shai Livnat, over ShopMind.  

 

3. Lease transaction between Hadera Paper Ltd. ("Hadera Paper") and Bayside Land Corporation Ltd. 

In November 2008, the General Meeting of Hadera Paper shareholders (after approval by the Hadera 
Paper Audit Committee and Board of Directors) approved the lease agreement signed in September 
2008 by Hadera Paper (at that time, an affiliate of the Company, also owned by DIC, an IDB 
Development subsidiary) and Bayside Land Corporation Ltd., a public company controlled by IDB 
Development, the controlling shareholder of the Company ("Bayside" or "the lessor"), whereby Hadera 
Paper would lease a plot of land in Modi'in with an area of 74.5 thousand m

2
 as well as buildings 

constructed by the lessor for Hadera Paper with a total construction area of 21,300 m
2
 ("the leasehold") 

to be used for a logistics center, industrial and office use ("the logistics center") for subsidiaries and 
associates of Hadera Paper, and would in part supersede existing lease agreements. The lease term is 
15 years from hand-over of the leasehold to Hadera Paper, and Hadera Paper has an option to extend 
the lease term for a further 9 years and 11 months. The lease agreement stipulates that the monthly 
rent is NIS 1,135 thousand (linked to the CPI for July 2008) plus VAT by law, subject to an update after 
the initial 10 years. In the fourth quarter of 2010, Hadera Paper and a wholly-owned subsidiary thereof 
took possession of the logistics center, and in the second half of 2011, another Hadera Paper 
subsidiary is expected to relocate its distribution center to the logistics center. In 2010, a total of NIS 2 
million was paid with respect to the aforementioned agreement. 
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Ownership %  Holding Company (*)  Company Name  
2009  2010     

%     

 
25 25  Clal Industries and Investments Ltd.   Mashav Initiating and Development Ltd. 

50 50 

 The Central Israeli Company for 
Commerce and Investments Ltd. 
 

 

 
      

21 11  Clal Electronics Industries Ltd.  Nova Measuring Instruments Ltd. 
      

100 100  Mashav Initiating and Development Ltd.  Nesher Israeli Cement Enterprises Ltd. 
      

57 59  Clal Industries and Investments Ltd.  Fundtech Ltd. 
      

68 62  Kitan Consolidated Ltd.   Golf & Co. Group Ltd. 
      

53 53  The Central Israeli Company for 
Commerce and Investments Ltd. 

 K.B.A. Townbuilders Group Ltd. 

      
42 37  Clal Biotechnology Industries Ltd. (1)  CureTech Ltd. 

23 20 
 Clal Venture Capital Fund – Limited 

Partnership 
  

      
26 26  Clal Industries and Investments Ltd. (1)  Cargal Ltd. (3) 
      

50 50  Nesher Israeli Cement Enterprises Ltd.  Taavura Holdings Ltd. (4) 
      

74 
26 

74 
26 

 Clal Industries and Investments Ltd. 
The Central Israeli Company for 
Commerce and Investments Ltd. 

 Kitan Consolidated Ltd. 

      
      
      

(1) Direct and indirect holding through wholly-owned subsidiary 
(2) Direct and indirect holding (through Multiple Investments and Developing Ltd.) 
(3) Indirect holding through wholly-owned subsidiary 
(4) The investment is presented on the basis of proportionate consolidation 

 
(*) Directly or indirectly. Holdings by a consolidated subsidiary include full holding percentage.  
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Appendix B - Details of Investments
(1)

 of the Company and Wholly-Owned Headquarter Companies as 
of December 31, 2010: 
 

 

Holdings % 

 Amount of 
investment  

in NIS Millions   
 

    

Publicly-traded companies    

    

Hadera Paper Ltd. 59%  1,004 

Golf & Co. Group Ltd. 62%  235 

Netvision Ltd. 30%  377 

Fundtech Ltd. 59%  322 

Clal Biotechnology Industries Ltd. 59%  555 

Beit Shemesh Engine Holdings (1997) Ltd. 36%  30 

Nova Measuring Instruments Ltd. 11%  84 

   2,607 

Privately-held companies    

    

Mashav Initiating and Development Ltd. 75%  899 

Kitan Textile Industries Ltd. 
(2)

 100%  56 

Arcadian Networks Inc. 12%  18 

Jaf-Ora Ltd. 30%  117 

F.B.R. Infinity Ventures (Israel) – venture 

capital fund 39% 

 

95 

K.B.A. Townbuilders Group Ltd. 53%  14 

Cargal Ltd. 26%  76 

Med 1 IC 1 (1991) Ltd. 31%  15 

Infinity I-China Fund (Israel 2), L.P. 9%  27 

Clal Energy Limited Partnership 100%  32 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(1) The investments include investments in investees and in available-for-sale financial assets. 
The list of investments includes investments where the amount invested (including investments in share capital and 
loans provided) recorded in the books exceeds NIS 10 million. 

(2) Presented in addition to loan granted to Kitan Textile Industries Ltd. by a headquarter company. 

Additional private companies   47 

   1,396 

   4,003 

    

Less investments in consolidated 

subsidiaries  

 

(3,124) 

Plus - investments by consolidated 

subsidiaries that are not headquarter 

companies  

 

1,576 

    

   Investments in associates and available-for-

sale financial assets  

 
2,455 


