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Report on review of interim Financial information to the shareholders of Hogla-Kimberly Ltd.

Introduction

We have reviewed the accompanying Condensed Interim Consolidated statement of financial position of
Hogla Kimberly LTD. ("the Company") as of September 30, 2010 and the related Condensed Interim
Consolidated statements of income, comprehensive income, changes in equity and cash flows for the
nine and three months then ended. The board of directors and management are responsible for the
preparation and presentation of this interim financial information in accordance with IAS 34 "Interim
Financial Reporting". Our responsibility is to express a conclusion on this financial information based
on our review.

Scope of Review

We conducted our review in accordance with review standard No. 1, "Review of Interim Financial
Information Performed by the Independent Auditor of the Company". A review of interim financial
information consists of making inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is substantially less in scope
than an audit conducted in accordance with accepted auditing standards in Israel, and consequently does
not enable us to obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim financial information is not prepared, in all material respects, in accordance with International
Accounting Standard 34 "Interim Financial Reporting".

Without qualifying our opinion, we draw attention to note 1c to the financial statements with regards to
including summary of significant accounting policy and attaching the company's financial statements to
a related party's financial statements.

Brightman Almagor Zohar & Co.

Certified Public Accountants

A Member Firm of Deloitte Touche Tohmatsu
Israel

October 25, 2010



HOGLA-KIMBERLY LTD. AND SUBSIDIARIES
CONDENSED INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(NIS in thousands)

As of As of
September 30, December 31,
2010 2009 2009
(Unaudited)
Current Assets
Cash and cash equivalents 19,702 49,300 106,996
Trade receivables 316,205 303,666 289,680
Inventories 252,758 203,070 180,631
Other current assets 8,211 6,821 5,757
596,876 562,857 583,064
Non-Current Assets
VAT Receivable 53,093 42,500 47,171
Property plant and equipment 340,752 321,760 334,604
Goodwill 18,887 18,852 18,650
Employee benefit assets 645 571 517
Deferred tax assets 4,827 5,725 4,899
Prepaid expenses for operating lease 1,669 1,797 1,765
419,873 391,205 407,606
1,016,749 954,062 990,670
Current Liabilities
Borrowings 38,537 25,109 25,977
Trade payables 348,967 277,555 296,359
Employee benefit obligations 13,721 13,006 12,855
Current tax liabilities 9,260 23,323 26,631
Dividend payables 40,000 19,015 40,000
Other payables and accrued expenses 49,992 55,686 57,873
500,477 413,694 459,695
Non-Current Liabilities
Borrowings 13,784 41,245 33,736
Employee benefit obligations 7,493 7,925 7,515
Deferred tax liabilities 35,310 32,861 33,631
56,587 82,031 74,882
Capital and reserves
Issued capital 265,246 265,246 265,246
Reserves (57,594) (58,379) (60,156)
Retained earnings 252,033 251,470 251,003
459,685 458,337 456,093
1,016,749 954,062 990,670
G. Calovo Paz O. Lux A. Melamud
Chairman of the Board of Directors Chief Financial Officer Chief Executive Officer

Approval date of the interim financial statements: October 25, 2010.

The accompanying notes are an integral part of the condensed interim consolidated financial statements.



HOGLA-KIMBERLY LTD. AND SUBSIDIARIES

CONDENSED INTERIM CONSOLIDATED INCOME STATEMENTS

Revenue
Cost of sales
Gross profit

Operating costs and expenses

Selling and marketing expenses
General and administrative expenses
Other Income

Operating profit

Finance expenses
Finance income

Profit before tax
Income taxes charge

Profit for the period

(NIS in thousands)

Nine months ended Three months ended Year ended
September 30, September 30, December 31,
2010 2009 2010 2009 2009
(Unaudited) (Unaudited)
1,286,398 1,300,339 427,502 416,114 1,726,627
873,491 880,360 295,432 276,198 1,164,949
412907 419979 132070 139916 561,678
231,061 226,389 71,639 71,197 304,776
48,247 52,569 16,834 15,937 63,097
(3,131) - - - -
136730 141021 43597 52782 193,805
(5,789) (2,549) (2,532) (1,909) (3,041)
3,950 4,034 2,797 3,938 4 557
134,891 142,506 43,862 54,811 195,321
33,861 30,944 11,692 6,690 44,226
101,030 111,562 32,170 48,121 151,095

The accompanying notes are an integral part of the condensed interim consolidated financial statements.



HOGLA-KIMBERLY LTD. AND SUBSIDIARIES

CONDENSED INTERIM CONSOL IDATED STATEMENTS OF COMPREHENSIVE INCOME

(NIS in thousands)

Nine months ended Three months ended  Year ended
September 30, September 30, December 31,
2010 2009 2010 2009 2009
(unaudited) (unaudited)
Profit for the period 101,030 111,562 32,170 48,121 151,095
Exchange differences arising on
translation of foreign operations 2,955 1,373 8,842 (2,817) (1,375)
Cash flow hedges (1,368) 614 (563) (814) 766
Transfer to profit or loss from equity on
cash flow hedge 842 (3,433) 21 278 (2,270)
Income tax relating to components of
other comprehensive income 133 747 136 139 403
Other comprehensive income for the
period (net of tax) 2,562 (699) 8,436 (3,214) (2,476)
Total comprehensive income for the period 103,592 110,863 40,606 44,907 148,619

The accompanying notes are an integral part of the condensed interim consolidated financial statements.



Nine months ended
September 30, 2010 (unaudited)

Balance - January 1, 2010

Profit for the period

Exchange differences arising on
translation of foreign operations

Cash flow hedges

Dividend

Balance - September 30, 2010

Nine months ended
September 30, 2009 (unaudited)

Balance - January 1, 2009

Profit for the period

Exchange differences arising on
translation of foreign operations

Cash flow hedges

Dividend

Balance - June 30, 2009

HOGLA-KIMBERLY LTD. AND SUBSIDIARIES
CONDENSED INTERIM STATEMENTS OF CHANGES IN EQUITY

(NIS in thousands)

Foreign currency

Capital translation Cash flow Retained
Share capital reserves reserve hedges earnings Total
29,638 235,608 (60,228) 72 251,003 456,093
- - - - 101,030 101,030
- - 2,955 - - 2,955
] ; - (393) - (393)
- - - - (100,000) (100,000)
29,638 235,608 (57,273) (321) 252,033 459,685
29,638 235,608 (58,853) 1,173 233,423 440,989
- - - - 111,562 111,562
- - 1,373 - - 1,373
- - - (2,072) - (2,072)
- - - - (93,515) (93,515)
29,638 235,608 (57,480) (899) 251,470 458,337




HOGLA-KIMBERLY LTD. AND SUBSIDIARIES
CONDENSED INTERIM STATEMENTS OF CHANGES OF EQUITY
(NIS in thousands)

Share Capital Foreign currency Cash flow Retained
capital reserves  translation reserve hedges earnings Total

Three months ended
September 30, 2010 (unaudited)
Balance - June 30, 2010 29,638 235,608 (66,115) 85 259,863 459,079
Profit for the period - - - - 32,170 32,170
Exchange differences arising on

translation of foreign operations - - 8,842 - - 8,842
Cash flow hedges - - - (406) - (406)
Dividend - - - - (40,000) (40,000)
Balance - September 30, 2010 29,638 235,608 (57,273) (321) 252,033 459,685
Three months ended

September 30, 2009 (unaudited)
Balance — June 30, 2009 29,638 235,608 (54,663) (502) 222,364 432,445
Profit for the period - - - - 48,121 48,121
Exchange differences arising on

translation of foreign operations - - (2,817) - - (2,817)
Cash flow hedges - - - (397) - (397)
Dividend - - - - (19,015) (19,015)
Balance - September 30, 2009 29,638 235,608 (57,480) (899) 251,470 458,337




Year ended December 31, 2009

Balance - January 1, 2009

Profit for the year

Exchange differences arising on
translation of foreign operations

Cash flow hedges

Dividend

Balance - December 31, 2009

HOGLA-KIMBERLY LTD.
CONDENSED INTERIM STATEMENTS OF CHANGES IN EQUITY

(NIS in thousands)

Foreign
currency
Share Capital translation Cash flow Retained
capital reserves reserve hedges earnings Total
29,638 235,608 (58,853) 1,173 233,423 440,989
- - - - 151,095 151,095
- - (1,375) - - (1,375)
- - - (1,101) - (1,101)
- - - - (133,515) (133,515)
29,638 235,608 (60,228) 72 251,003 456,093

The accompanying notes are an integral part of the condensed interim consolidated financial statements.



HOGLA-KIMBERLY LTD. AND SUBSIDIARIES

CONDENSED INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows — operating activities
Profit for the period
Adjustments to reconcile operating profit
to net cash provided by operating
activities (Appendix A)
Net cash generated by
operating activities

Cash flows — investing activities

Acquisition of property plant and
equipment

Proceeds from disposal of Property plant
and equipment

Proceeds from realization of trademark

Repayment of capital note by shareholders

Interest received

Net cash provided by
(used in) investing activities

Cash flows — financing activities
Dividend paid
Borrowings paid
Short-term bank credit
Interest paid

Net cash used in financing activities

Net increase (decrease) in cash and cash
equivalents
Cash and cash equivalents — beginning of
period
Effects of exchange rate changes on the
balance of cash held in foreign currencies
Cash and cash equivalents - end of period

(NIS in thousands)

Nine months ended Three months ended Year ended

September 30, September 30, December 31,
2010 2009 2010 2009 2009
(unaudited) (unaudited)

101,030 111,562 32,170 48,121 151,095
(43,625) 34,179 (3,801) 28,498 90,548
_____ 57,405 145741 28369 76,619 241,643
(37,276) (31,233) (13,433) (7,716) (42,484)
109 54 87 30 32

3,131 - - - -

- 32,770 - - 32,770

114 1,455 17 1,218 1,495
(83922 3046 (13329) (6.468) (8,187)
(100,000) (74,500) (40,000) (41,730) (93,515)
(18,845) (17,799) (6,372) (6,018) (23,904)
11,212 (27,606) 2,162 516 (28,139)
(2,779) (2,914) (1,231) (669) (3,381)
(110,412)  (122,819)  (45441)  (47,901)  (148,939)
(86,929) 25,968 (30,401) 22,250 84,517
106,996 23,219 49,543 28,344 23,219
(365) 113 560 (1,294) (740)
19,702 49,300 19,702 49,300 106,996

The accompanying notes are an integral part of the condensed interim consolidated financial statements.



HOGLA-KIMBERLY LTD. AND SUBSIDIARIES
APPENDIX TO CONDENSED INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS
(NIS in thousands)

Nine months ended Three months ended Year ended

September 30, September 30, December 31,
2010 2009 2010 2009 2009
(Unaudited) (Unaudited)
A. Adjustments to reconcile profit for
the period to net cash generated
by operating activities
Finance expenses paid adjustment
to profit 2,665 3,999 1,214 1,991 4,426
Taxes on income recognized in profit
and loss 33,861 30,944 11,692 6,690 44,226
Depreciation and amortization 22,748 21,502 8,048 7,639 29,213
Capital loss on disposal of
property, plant and equipment 940 867 50 302 948
Capital gain from realization of
trademark (3,131) - - - -
Changes in assets and liabilities:
Decrease (Increase) in trade
receivables (36,436) (42,481) (5,505) 5,551 (19,566)
Decrease (Increase) in other
current assets (2,441) (455) (346) 91 597
Decrease (Increase) in inventories (70,460) 32,338 (23,187) 26,153 54,144
Increase (decrease) in trade payables 57,802 (1,327) 21,327  (22,731) 11,927
Net change in balances with related
parties 20,843 590 824 6,683 (12,911)
Increase (decrease) in other payables
and accrued expenses (16,105) 8,587 (4,081) (1,663) 12,303
Effect of exchange rate differences on
dividend payables - (2,540) - - (2,540)
Increase in other long term asset (5,215) (763) (2,228) (2,136) (5,947)
Change in employee benefit
obligations, net 666 1,571 (313) (818) 1,089
_____ 5737 52832 749% 27752 117909
Income taxes received 67 10,880 - 10,238 10,880
Income taxes paid (49,429) (29,533) (11,296) (9,492) (38,241)
(43,625) 34,179 (3,801) 28,498 90,548

The accompanying notes are an integral part of the condensed interim consolidated financial statements.



HOGLA-KIMBERLY LTD. AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED

FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2010

Hogla Kimberly Ltd. (“the Company”) and its Subsidiaries are engaged principally in the
production and marketing of paper and hygienic products. The Company’s results of

The Company is owned by Kimberly Clark Corp. (“KC” or the “Parent Company”)

the Company and its Subsidiaries.

companies in which the Company control, (as defined by IAS
27) directly or indirectly, and whose financial statements are
fully consolidated with those of the Company.

as defined in the Israeli Securities Regulations (Annual

-as defined in the Israeli Securities law and Regulations 1968.

the Israeli consumer price index.

These financial statements includes summary of significant accounting policies and are

NOTE 1 - DESCRIPTION OF BUSINESS AND GENERAL
A. Description Of Business
operations are affected by transactions with shareholders and affiliated companies.
(50.1%) Hadera Paper Ltd. (49.9%).
B. Definitions:
The Company Hogla-Kimberly Ltd.
The Group
Subsidiaries
Related Parties as defined by IAS 24,
Interested Parties
Financial Statements), 2010.
Controlling Shareholder
NIS New Israeli Shekel.
CPI
Dollar the U.S. dollar.
YTL the Turkish New Lira.
C.
attached to the financial statements of a related party.
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Applying International Accounting Standards (IFRS)

Basis of preparation

The condensed interim financial statements have been prepared in accordance with
International Accounting Standard (1AS) 34 - "Interim Financial Reporting".

10



NOTE 2

HOGLA-KIMBERLY LTD. AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED

FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2010

- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

B.

Basis of preparation

Until December 31, 2003, Israel was considered a country in which hyper-inflation
conditions exist. Therefore, non-monetary balances in the balance sheet were presented
on the historical nominal amount and were adjusted to changes in the exchange rate of
the U.S. dollar. As of December 31, 2003 when the economy ceases to be hyper-
inflationary and the Company no longer adjusted its financial statements to the U.S.
dollar, the adjusted amounts as of this date were used as the historical costs. The
financial statements were edited on the basis of the historical cost, except for:

o Assets and liabilities measured by fair value and derivative financial instruments.
o Inventories are stated at the lower of cost and net realizable value.

o Property, plant and equipment and intangibles assets are presented at the lower of
the cost less accumulated amortizations and the recoverable amount.

o Liabilities to employees as described in note 2Q.

Foreign currencies

The individual financial statements of each group entity are presented in the currency of
the primary economic environment in which the entity operates (its functional currency).
For the purpose of the consolidated financial statements, the results and financial
position of each entity are expressed in the New lIsraeli Shekel ("NIS"), which is the
functional currency of the Company and the presentation currency for the consolidated
financial statements.

In preparing the financial statements of the individual entities, transactions in currencies
other than the entity’s functional currency (foreign currencies) are recorded at the rates
of exchange prevailing at the dates of the transactions. At each balance sheet date,
monetary items denominated in foreign currencies are retranslated at the rates prevailing
at the balance sheet date. Non-monetary items carried at fair value that are denominated
in foreign currencies are retranslated at the rates prevailing at the date when the fair
value was determined. Non-monetary items that are measured in terms of historical cost
in a foreign currency are not retranslated.

Exchange differences are recognised in profit or loss in the period in which they occur
except for:

* Exchange differences on transactions entered into in order to hedge certain foreign
currency risks.

* Exchange differences on monetary items receivable from or payable to a foreign
operation for which settlement is neither planned nor likely to occur, which form part
of the net investment in a foreign operation, and which are recognized in the foreign
currency translation reserve and recognized in profit or loss on disposal of the net
investment.

11



NOTE 2

HOGLA-KIMBERLY LTD. AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED

FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2010

- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

C.

Foreign currencies (cont.)

For the purpose of presenting consolidated financial statements, the assets and liabilities
of the Group’s foreign operations are expressed in NIS using exchange rates prevailing at
the balance sheet date. Income and expense items are translated at the average exchange
rates for the period, unless exchange rates fluctuated significantly during that period, in
which case the exchange rates at the dates of the transactions are used.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are
treated as assets and liabilities of the foreign operation and translated at the closing rate.

Cash and Cash Equivalents

Cash and cash equivalents include bank deposits, available for immediate withdrawal, as
well as unrestricted short-term deposits with maturities of less than three months from the
date of deposit.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the
Company and entities controlled by the Company (its subsidiaries). Control is achieved
where the Company has the power to govern the financial and operating policies of an
entity so as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the year are included in the
consolidated income statement from the effective date of acquisition or up to the
effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to
bring their accounting policies into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are eliminated in full on
consolidation.

Goodwill

Goodwill arising on the acquisition of a subsidiary represents the excess of the cost of
acquisition over the Group's interest in the net fair value of the identifiable assets,
liabilities and contingent liabilities of the subsidiary recognised at the date of acquisition.
Goodwill is initially recognised as an asset at cost and is subsequently measured at cost
less any accumulated impairment losses.

For the purpose of impairment testing, goodwill is allocated to each of the Group’s cash-
generating units expected to benefit from the synergies of the combination. Cash-
generating units to which goodwill has been allocated are tested for impairment annually,
or more frequently when there is an indication that the unit may be impaired. If the
recoverable amount of the cash-generating unit is less than the carrying amount of the
unit, the impairment loss is allocated first to reduce the carrying amount of any goodwill
allocated to the unit and then to the other assets of the unit pro-rata on the basis of the
carrying amount of each asset in the unit. An impairment loss recognised for goodwill is
not reversed in a subsequent period.

On disposal of a subsidiary, the attributable amount of goodwill is included in the
determination of the profit or loss on disposal.

12



HOGLA-KIMBERLY LTD. AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED

FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2010

NOTE2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

G.

Property, plant and equipment

Property, plant and equipments are tangible items, which are held for use in the
manufacture or supply of goods or services, or leased to others, which are predicted to be
used for more than one period. The Company presents its property, plant and equipments
items according to the cost model.

Under the cost method - a property, plant and equipment are presented at the balance
sheet at cost (net of any investment grants), less any accumulated depreciation and any
accumulated impairment losses. The cost includes the cost of the asset's acquisition as
well as costs that can be directly attributable to bringing the asset to the location and
condition necessary for it to be capable of operating in the manner intended by
management.

Depreciation is calculated using the straight-line method at rates considered adequate to
depreciate the assets over their estimated useful lives. Amortization of leasehold
improvements is computed over the shorter of the term of the lease, including any
option period, where the Company intends to exercise such option, or their useful life.

The annual depreciation and amortization rates are: %
Buildings 2-4
Leasehold improvements 10-25
Machinery and equipment 5-10
Motor vehicles 15-20
Office furniture and equipment 6-33

Scrap value, depreciation method and the assets useful lives are being reviewed by
management in the end of every financial year. Changes are handled as a change of
estimation and are applied from here on.

The gain or loss arising on the disposal or retirement of an item of property, plant and
equipment is determined as the difference between the sales proceeds and the carrying
amount of the asset and is recognized in the income statement.

Impairment of tangible and intangible assets excluding goodwill

At each balance sheet date, the Group reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent of the impairment loss (if any). Where
it is not possible to estimate the recoverable amount of an individual asset, the Group
estimates the recoverable amount of the cash-generating unit to which the asset belongs.
Where a reasonable and consistent basis of allocation can be identified, corporate assets
are also allocated to individual cash-generating units, or otherwise they are allocated to
the smallest group of cash-generating units for which a reasonable and consistent
allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for

use are tested for impairment annually, and whenever there is an indication that the asset
may be impaired.

13



NOTE 2

HOGLA-KIMBERLY LTD. AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED

FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2010

- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

H.

Impairment of tangible and intangible assets excluding goodwill (cont.)

Recoverable amount is the higher of fair value less costs to sell and value in use. In
assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset for which the estimates of future cash
flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less
than its carrying amount, the carrying amount of the asset (cash-generating unit) is
reduced to its recoverable amount. An impairment loss is recognised immediately in
profit or loss, unless the relevant asset is carried at a revalued amount, in which case the
impairment loss is treated as a revaluation decrease.

Inventories

Inventories are assets held for sale in the ordinary course of business, in the process of
production for such sale or in the form of materials or supplies to be consumed in the
production process or in the rendering of services.

Inventories are stated at the lower of cost and net releasable value. Cost of inventories
includes all the cost of purchase, direct labor, fixed and variable production over heads
and other cost that are incurred, in bringing the inventories to their present location and
condition.

Net releasable value is the estimated selling price in the ordinary course of business less
the estimated costs of completion and the estimated costs necessary to make the sale.

Cost determined as follows:
Manufactured finished products Based on standard cost method

Purchased finished goods raw, auxiliary Based on moving-average basis.
materials and other

Inventories that are purchased on differed settlement terms, which contains a financing
element, are stated in purchase price for normal credit terms. The difference between the
purchase price for normal credit terms and the amount paid is recognized as interest
expense over the period of the financing.

Financial assets

(1) General
Investments are recognised and derecognised on trade date where the purchase or
sale of an investment is under a contract whose terms require delivery of the
investment within the timeframe established by the market concerned, and are
initially measured at fair value, plus transaction costs, except for those financial
assets classified as at fair value through profit or loss, which are initially measured
at fair value.

Financial assets are classified into Loans and receivables

14



NOTE 2

HOGLA-KIMBERLY LTD. AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED

FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2010

- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

J.

Financial assets (Cont.)

(@)

(3)

Loans and receivables

Trade receivables, loans, and other receivables that have fixed or determinable
payments that are not quoted in an active market are classified as loans and
receivables. Loans and receivables are measured at amortized cost using the
effective interest method, less any impairment. Interest income is recognized by
applying the effective interest rate, except for short-term receivables when the
recognition of interest would be immaterial.

Impairment of financial assets

Financial assets, are assessed for indicators of impairment at each balance sheet
date.

Financial assets are impaired where there is objective evidence that, as a result of
one or more events that occurred after the initial recognition of the financial asset,
the estimated future cash flows of the investment have been impacted.

For all other financial assets, objective evidence of impairment could include:

» Significant financial difficulty of the issuer or counterparty; or
o Default or delinquency in interest or principal payments; or

» It becoming probable that the borrower will enter bankruptcy or financial re-
organization.

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

The carrying amount of the financial asset is reduced by the impairment loss
directly for all financial assets with the exception of trade receivables, where the
carrying amount is reduced through the use of an allowance account.

When a trade receivable is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts previously written off are
credited against the allowance account. Changes in the carrying amount of the
allowance account are recognized in profit or loss.

If, in a subsequent period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the impairment was
recognized, the previously recognized impairment loss is reversed through profit or
loss to the extent that the carrying amount of the investment at the date the
impairment is reversed does not exceed what the amortized cost would have been
had the impairment not been recognized.
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NOTE 2

HOGLA-KIMBERLY LTD. AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED

FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2010

- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

K.

L.

M.

Other financial liabilities

Other financial liabilities, including borrowings, are initially measured at fair value, net
of transaction costs. Other financial liabilities are subsequently measured at amortized
cost using the effective interest method, with interest expense recognized on an
effective yield basis.

The effective interest method is a method of calculating the amortized cost of a
financial liability and of allocating interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts estimated future

cash payments through the expected life of the financial liability, or, where appropriate,
a shorter period.

Provisions

Provisions are recognized when the Group has a present obligation (legal or
constructive) as a result of a past event, it is probable that the Group will be required to
settle the obligation, and a reliable estimate can be made of the amount of the
obligation. The amount recognized as a provision is the best estimate of the
consideration required to settle the present obligation at the balance sheet date, taking
into account the risks and uncertainties surrounding the obligation.

Where a provision is measured using the cash flows estimated to settle the present
obligation, its carrying amount is the present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to
be recovered from a third party, the receivable is recognized as an asset if it is virtually
certain that reimbursement will be received and the amount of the receivable can be
measured reliably.

Derivative financial instruments

(1) General

The Group enters into a variety of derivative financial instruments to manage its
exposure to foreign exchange rate risk, including foreign exchange forward
contracts.

Derivatives are initially recognized at fair value at the date a derivative contract is
entered into and are subsequently remeasured to their fair value at each balance
sheet date. The resulting gain or loss is recognized in profit or loss immediately
unless the derivative is designated and effective as a hedging instrument, in which
event the timing of the recognition in profit or loss depends on the nature of the
hedge relationship. The Group designates certain derivatives as hedges of highly
probable forecast transactions or hedges of foreign currency risk of firm
commitments (cash flow hedges),

A derivative is presented as a non-current asset or a non-current liability if the
remaining maturity of the instrument is more than 12 months and it is not expected
to be realised or settled within 12 months. Other derivatives are presented as
current assets or current liabilities.
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NOTE 2

HOGLA-KIMBERLY LTD. AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED

FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2010

- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

M.

Derivative financial instruments (Cont.)

(2)

Hedge accounting

The Group designates certain hedging instruments, which include derivatives, and
non-derivatives in respect of foreign currency risk, as cash flow hedges.

At the inception of the hedge relationship, the entity documents the relationship
between the hedging instrument and the hedged item, along with its risk
management objectives and its strategy for undertaking various hedge transactions.
Furthermore, at the inception of the hedge and on an ongoing basis, the Group
documents whether the hedging instrument that is used in a hedging relationship is
highly effective in offsetting changes in fair values or cash flows of the hedged
item.

Cash flow hedges

The effective portion of changes in the fair value of derivatives that are designated
and qualify as cash flow hedges are deferred in equity. The gain or loss relating to
the ineffective portion is recognised immediately in profit or loss, and is included
in the “finance income” or "finance expenses" lines of the income statement.
Amounts deferred in equity are recycled in profit or loss in the periods when the
hedged item is recognised in profit or loss, in the same line of the income statement
as the recognised hedged item. However, when the forecast transaction that is
hedged results in the recognition of a non-financial asset or a non-financial
liability, the gains and losses previously deferred in equity are transferred from
equity and included in the initial measurement of the cost of the asset or liability.

Hedge accounting is discontinued when the Group revokes the hedging
relationship, the hedging instrument expires or is sold, terminated, or exercised, or
no longer qualifies for hedge accounting. Any cumulative gain or loss deferred in
equity at that time remains in equity and is recognised when the forecast
transaction is ultimately recognised in profit or loss. When a forecast transaction is
no longer expected to occur, the cumulative gain or loss that was deferred in equity
is recognised immediately in profit or loss.

Revenue recognition

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

)

Sale of goods
Revenue from the sale of goods is recognised when all the following conditions are
satisfied:

e The Group has transferred to the buyer the significant risks and rewards of
ownership of the goods;

e The Group retains neither continuing managerial involvement to the degree
usually associated with ownership nor effective control over the goods sold

e  The amount of revenue can be measured reliably;

e It is probable that the economic benefits associated with the transaction will
flow to the entity; and

e The costs incurred or to be incurred in respect of the transaction can be
measured reliably.
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NOTE 2

HOGLA-KIMBERLY LTD. AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED

FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2010

- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

N.

Revenue recognition (Cont.)

(2) Interest revenue
Interest revenue is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which is the rate that
exactly discounts estimated future cash receipts through the expected life of the
financial asset to that asset’s net carrying amount.

Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

)

(2)

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit
differs from profit as reported in the income statement because it excludes items of
income or expense that are taxable or deductible in other years and it further
excludes items that are never taxable or deductible. The Group’s liability for
current tax is calculated using tax rates that have been enacted or substantively
enacted by the balance sheet date.

Deferred tax

Deferred tax is recognised on differences between the carrying amounts of assets
and liabilities in the financial statements and the corresponding tax bases used in
the computation of taxable profit, and is accounted for using the balance sheet
liability method. Deferred tax liabilities are generally recognised for all taxable
temporary differences, and deferred tax assets are generally recognised for all
deductible temporary differences to the extent that it is probable that taxable profits
will be available against which those deductible temporary differences can be
utilised. Such assets and liabilities are not recognised if the temporary difference
arises from goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects neither the
taxable profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each balance sheet date
and reduced to the extent that it is no longer probable that sufficient taxable profits
will be available to allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to
apply in the period in which the liability is settled or the asset realised, based on tax
rates (and tax laws) that have been enacted or substantively enacted by the balance
sheet date. The measurement of deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner in which the Group expects, at
the reporting date, to recover or settle the carrying amount of its assets and
liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable
right to set off current tax assets against current tax liabilities and when they relate
to income taxes levied by the same taxation authority and the Group intends to
settle its current tax assets and liabilities on a net basis.
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NOTE 2

HOGLA-KIMBERLY LTD. AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED

FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2010

- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

O.

Taxation (Cont.)

3)

Current and deferred tax for the period

Current and deferred tax are recognized as an expense or income in profit or loss,
except when they relate to items credited or debited directly to equity, in which
case the tax is also recognized directly in equity, or where they arise from the
initial accounting for a business combination. In the case of a business
combination, the tax effect is taken into account in calculating goodwill or in
determining the excess of the acquirer’s interest in the net fair value of the
acquiree’s identifiable assets, liabilities and contingent liabilities over the cost of
the business combination.

prepaid expenses of operating lease

Operating lease payments are recognised as an expense on a straight-line basis over the
lease term. the Company's lands in Afula which were leased from the Israel Land
Administration, shall be presented in the Company's balance sheet as prepaid expenses
for operating lease in respect of lease, and amortized over the remaining period of the

lease.

Employee benefits

(1) Post-Employment Benefits

The Group's post-employment benefits include: benefits to retirees and liabilities
for severance benefits. The Group's post-employment benefits are classified as
either defined contribution plans or defined benefit plans. Most of the Group's
employees are covered by Article 14 to the Severance Law and therefore the
Group's companies makes regular deposits (contributions) in the name of their
employees and do not have an obligation to pay further contributions. The Group's
deposits under the Defined Contribution Plan are carried to the income statements
on the date of the provision of work services, in respect of which the Group is
obligated to make the deposit and no additional provision in the financial
statements is required.

Expenses in respect of a Defined Benefit Plan are carried to the income statement
in accordance with the Projected Unit Credit Method, while using actuarial
estimates that are performed at each balance sheet date. The current value of the
Group's obligation in respect of the defined benefit plan is determined by
discounting the future projected cash flows from the plan by the market yields on
government bonds, denominated in the currency in which the benefits in respect of
the plan will be paid, and whose redemption periods are approximately identical to
the projected settlement dates of the plan.

Actuarial profits and losses are carried to the income statements on the date they
were incurred. The Past Service Cost is immediately recognized in the Group's
income statement to the extent the benefit has vested. A past service cost which has
not yet vested is amortized on a straight-line basis over the average vesting period
until the benefit becomes vested.
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NOTE 2

HOGLA-KIMBERLY LTD. AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED

FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2010

- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

Q.

R.

Employee benefits (Cont.)

(1) Post-Employment Benefits (Cont.)

The Group's liability in respect of the Defined Benefit Plan which is presented in
the Group's balance sheet, includes the current value of the obligation in respect of
the defined benefit, with the addition (net of) actuarial past service cost that was
not yet recognized. A net plan, which is created from said calculation, is limited to
the amount of the actuarial

losses and past service cost that were not yet recognized with the addition of the
current value of available economic benefits in the shape of returns from the plan or
in the shape of reduction in future contributions to the plan.

(2) Other long term employee benefits

Other long term employee benefits are benefits which it is anticipated will be
utilized or which are to be paid during a period that exceeds 12 months from the
end of the period in which the service that creates entitlement to the benefit was
provided.

Improvement to International Financial Reporting Standards (IFRS) 2010

In May 2010 the IASB published a series of improvements for IFRS.

Improvements include amendments to some of the standards, which change the manner
of presentation, recognition and measurement of different items in the financial
statements. The improvements will be applied to reporting periods starting January 1,
2011. The company chose to adopt in early adoption the following improvements:

o Amendment IAS 1 "presentation of financial statements", which stipulates that
changes in the components of the other comprehensive income will be presented
in the statement of changes in equity or in the notes to the financial statements,
according to the company's policy.

In accordance to the above, the company presents the changes in the components
of the other comprehensive income in the changes in shareholder equity
statements.
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HOGLA-KIMBERLY LTD. AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED

FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2010

NOTE2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

S.

Exchange Rates and Linkage Basis

Following are the changes in the representative exchange rates of the U.S. dollar vis-a-vis

the NIS and the Turkish Lira and in the Israeli Consumer Price Index (“CPI”):

As of:

September 30, 2010
September 30, 2009
December 31, 2009

Increase (decrease) during the:

Nine months ended
September 30, 2010

Three months ended
September 30, 2010

Nine months ended
September 30, 2009

Three months ended
September 30, 2009

Year ended December 31, 2009

Turkish Lira
exchange rate

Representative

vis-a-vis the U.S.  exchange rate CPI
dollar of the dollar “in respect of”

(TL’000 per $1) (NIS per $1) (in points)
1,458 3.665 116.95
1,492 3.758 114.55
1,515 3.775 114.77

% % %

(3.76) (2.91) 1.89
(8.47) (5.42) 1.23
(1.91) (1.16) 3.72
(5.22) (4.11) 2.44
(0.4) (0.71) 3.9

NOTE 3 - CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION

UNCERTAINTY

A

General

In the application of the Group’s accounting policies, which are described in Note 2,
management is required to make judgments, estimates and assumptions about the
carrying amounts of assets and liabilities that are not readily apparent from other sources.
The estimates and associated assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to accounting estimates are recognized in the period in which the estimate is revised if the
revision affects only that period or in the period of the revision and future periods if the
revision affects both current and future periods.
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HOGLA-KIMBERLY LTD. AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED INTERIM CONSOL IDATED

FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2010

NOTE3 - CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION

UNCERTAINTY (Cont.)

B.

Critical judgments in applying accounting policies

The following are the critical judgments, apart from those involving estimations (see
below), that the management have made in the process of applying the entity’s
accounting policies and that have the most significant effect on the amounts recognized in
financial statements.

Revenue recognition

In making their judgment, the management considered the detailed criteria for the
recognition of revenue from the sale of goods set out in IAS 18 Revenue and, in
particular, whether the Group had transferred to the buyer the significant risks and
rewards of ownership of the goods. Following the detailed quantification of the Group’s
liability in respect of rectification work, and the agreed limitation on the customer’s
ability to require further work or to require replacement of the goods, the management is
satisfied that the significant risks and rewards have been transferred and that recognition
of the revenue in the current year is appropriate, in conjunction with the recognition of an
appropriate provision for the rectification costs.

Impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the value in use of
the cash-generating units to which goodwill has been allocated. The value in use
calculation requires the management to estimate the future cash flows expected to arise
from the cash-generating unit and a suitable discount rate in order to calculate present
value.

Useful lives of property, plant and equipment
As described at 2G above, the Group reviews the estimated useful lives of property, plant
and equipment at the end of each annual reporting period.

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of
estimation uncertainty at the balance sheet date, that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next
financial year.

Employee retirement benefits

The present value of the employee retirement benefits is based on an actuarial valuation
using many assumptions inter alia the capitalization rate. Changes in the assumptions
may influence the book value of the liabilities for retirement benefits. The Company
determines the capitalization rate once a year based on the basis of the capitalization rate
of government bonds. Other key assumptions are based on the current prevailing terms in
the market and the past experience of the Company.
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NOTE 4

HOGLA-KIMBERLY LTD. AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED INTERIM CONSOL IDATED

FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2010

- SIGNIFICANT TRANSACTIONS AND EVENTS

A. On October 22, 2009 the board of directors decided to distribute Dividend in the amount

F.

of NIS 40 million from the unapproved enterprise retained earnings accumulated as of
September 30, 2009 to the holders of the ordinary shares. The dividend was paid on
January 20, 2010.

On February 18, 2010 the board of directors decided to distribute Dividend in the amount
of NIS 20 million from the unapproved enterprise retained earnings to the holders of the
ordinary shares. The dividend was paid on May 12, 2010.

On April 22, 2010, the board of directors decided to distribute Dividend in the amount of
NIS 40 million from the unapproved enterprise retained earnings to the holders of the
ordinary shares. The dividend was paid on July 15, 2010.

Following the last Board's decision from July 27, 2010 to distribute a dividend in the
amount of NIS 40 million from unapproved enterprise earnings, the payment is subject to
availability of funds and the agreement of KC, The Board approved to pay at the fourth
quarter of 2010 the amount of NIS 35 million and at 2011 the amount of NIS 5 million.

During 2009, as part of a formal tax inspection of the Turkish Tax Authorities, KCTR's
Financial Reports for the years 2004-2008 were examined.

On February 16, 2010, KCTR received a tax inspection report, following the
aforementioned inspection, according to which KCTR is required to an additional tax
payment for two matters audited, as detailed below, on the total amount of 135 millions
YTL (approximately 89 millions USD) including interest and penalty.

On July 2010, an amount of 264 thousands YTL was paid to Turkish Tax Authorities
regarding settlement in the stamp duty issue.

Regarding the second matter, which is the essential part of the tax demand (tax on capital
injection from Hogla- Kimberly to KCTR), KCTR, based on its tax consultant opinion,
estimates that the likelihood that it will be demanded for the additional tax payment in this
matter, is not probable, and therefore it will not provide a provision at Its Financial
Reports for September 30, 2010.

Based on its tax consultant opinion, KCTR opposes the Turkish Tax Authorities demands
regarding the second matter, and the appeal process has already been started.

On June 15, 2010, a petition was filed against Hogla-Kimberly and against another
competitor for the approval of a class action. According to the petition, the Competitor and
Hogla-Kimberly has misled the public by presenting plastic bags as oxo biodegradable and
therefore environmentally friendly, while the products are breaking down into fragments.

The plaintiff estimates the scope of the petition, if approved as class action, to be
approximately NIS 111 million. At this early stage Hogla-Kimberly legal advisor opinion
is that the probability of the request for approval of a class action lawsuit will be rejected is
higher than the probability that it will be approved.

23



HOGLA-KIMBERLY LTD. AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED INTERIM CONSOL IDATED

FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2010

NOTES5 - RELATED PARTIES AND INTERESTED PARTIES
A. Balances with Related Parties
As of
As of September 30, December 31,
2010 2009 2009
(Unaudited)
Trade receivables 24,689 26,495 35,682
Other receivables 1,540 583 948
B. _Transactions with Related Parties
Three months
Nine months ended ended Year ended
September 30, September 30, December 31,
2010 2009 2010 2009 2009
(Unaudited) (Unaudited)

Sales to related parties 166,233 178,226 69,525 58,434 243,212

Cost of sales 228,108 204,374 75,969 36,650 256,696

Royalties to the

shareholders 22,030 23,051 7,429 7,456 31,117

General and administrative

expenses 7,863 9,259 3,346 2,761 11,980
NOTE6 - INCOME TAX CHARGE
The effective tax rate for the nine months period ended September 30, 2010 is 25.1%.

NOTE 7 - SUBSEQENT EVENTS

On October 24, 2010 a new lawsuit was received, filed against the company in the amount of
approximately NIS 1.5 million, by a former distributer, regarding termination of distribution
agreement by the company. The former distributor claims for the existence of employer-
employee relations. Due to the preliminary stage of the proceedings, management is unable to

estimate the possible outcome of the lawsuit.
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