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AUDITORS' REPORT 
 

To the Shareholders of 
 

INDUSTRIAL BUILDINGS CORPORATION LTD.  
 

 

We have audited the accompanying consolidated balance sheets of Industrial Buildings Corporation Ltd. 

("the Company") as of December 31, 2009 and 2008, and the related consolidated statements of income, 

comprehensive income, changes in equity and cash flows for each of the years ended December 31, 2009, 2008 and 

2009. These financial statements are the responsibility of the Company's board of directors and management. Our 

responsibility is to express an opinion on these financial statements based on our audits.  

 

We did not audit the financial statements of certain subsidiaries, whose assets constitute approximately 32% 

and 30.7% of total consolidated assets as of December 31, 2009 and 2008, respectively, and whose revenues 

constitute approximately 47.5%, 45.4% and 69.8% of total consolidated revenues for the years ended December 31, 

2009, 2008 and 2007, respectively. Furthermore, we did not audit the financial statements of certain associates that 

are presented at equity the investment in which amounted to NIS 140,944 thousand and NIS 22,765 thousand as of 

December 31, 2009 and 2008, respectively, and the Company's share in their earnings (losses) amounted to 

NIS (448) thousand, NIS (2,366) thousand and NIS 29 thousand for the years ended December 31, 2009, 2008 and 

2007, respectively. The financial statements of those 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 by 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. An audit includes examining, on a test basis, evidence supporting the amounts and 

disclosures in the financial statements. An audit also includes assessing the accounting principles used and 

significant estimates made by the board of directors and management, as well as evaluating the overall financial 

statement presentation. We believe that our audits and the reports of other auditors provide a reasonable basis for 

our opinion. 

 

In our opinion, based on our audits and the reports of other auditors, the financial statements referred to 

above present fairly, in all material respects, the financial position of the Company and its subsidiaries as of 

December 31, 2009 and 2008, and the results of their operations, changes in their equity and cash flows for each of 

the years ended December 31, 2009, 2008 and 2007, in conformity with International Financial Reporting 

Standards ("IFRS") and with the provisions of the Israeli Securities Regulations (Annual Financial Statements), 

2010. 

 

 

 
Tel-Aviv, Israel KOST FORER GABBAY & KASIERER 
March 22, 2010 A Member of Ernst & Young Global 
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CONSOLIDATED BALANCE SHE ETS 

 

 

    December 31, 

    2009  2008 

  Note  NIS in thousands 

ASSETS       

       

CURRENT ASSETS:       

Cash and cash equivalents  3  81,338  148,397 

Short-term investments  4  393,112  201,608 

Trade receivables   5  147,669  126,315 

Other accounts receivable  6  125,958  228,685 

Taxes receivable  27  27,611  20,891 

Inventories of apartments for sale  7a  38,850  38,014 

Inventories of land for residential construction   7d(6)  31,013  - 

  7b  185,968  183,150 

       

    1,031,519  947,060 

       

NON-CURRENT ASSETS:       

Other financial assets    3,657  3,103 

Long-term deposits and receivables  8  1,527,786  1,500,779 

Investments in investees  9  714,247  647,731 

Investment property  10  7,404,208  7,158,849 

Investment property under development  11  122,167  233,236 

Inventories of land for residential construction   7c  178,341  232,807 

Fixed assets  12  15,035  9,442 

Intangible assets  13  20,354  19,380 

Deferred taxes  26d  54,698  52,892 

       

    10,040,493  9,858,219 

       

    11,072,012  10,805,279 

 

 

 

 

 

The notes to the consolidated financial statements are an integral part thereof. 
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CONSOLIDATED BALANCE SHEETS  

 

 

    December 31, 

    2009  2008 

  Note  NIS in thousands  

LIABILITIES AND EQUITY        
       
CURRENT LIABILITIES:        

Credit from banks and others  14a  537,377  678,529 

Current maturities of long-term liabilities  14b  687,681  473,046 

Trade payables  15  64,641  63,884 

Other accounts payable  16  135,352  144,582 

Taxes payable  26  22,853  24,728  )* 

Provisions  30  8,368  15,721 

       

    1,456,272  1,400,490 

       

NON-CURRENT LIABILITIES:        

Loans from banks  17  3,219,025  3,004,843 

Other non-current liabilities  18  308,515  335,278 

Tenants' security deposits  19  24,558  24,466 

Debentures  20  2,939,647  2,930,460 

Convertible debentures  21  22,282  42,369 

Employee benefit liabilities    5,588  4,984 

Deferred taxes  26d  596,918  753,156  )* 

       
    7,116,533  7,095,556 

       
EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF THE 

COMPANY:  28     
Share capital    1,123,332  1,022,512 
Share premium    180,706  180,706 
Treasury shares    )114,194(  )101,039( 
Retained earnings    1,256,621  1,179,059 
Other capital reserves    126,991  126,991 
Currency translation adjustments    )84,768(  )106,260( 
Capital reserve from available-for-sale financial assets    -  )151( 

       
    2,488,688  2,301,818 
Minority interests    10,519  7,415 

       
Total equity    2,499,207  2,309,233 

       
    11,072,012  10,805,279 

 

*)  Reclassified. 

 

The notes to the consolidated financial statements are an integral part thereof. 
 

 

 

March 22, 2010       

Date of approval of the  Eliezer Fishman  Dalit Barun  Oren Halotzi 
financial statements  Chairman of the Board   CEO  CFO  
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CONSOLIDATED STATEMENTS OF INCOME  

 

 
    Year ended December 31, 

    2009  2008  2007 

  
Note  

NIS in thousands  
(except per share amounts) 

Revenues:         
Rental income    590,870  575,595  537,426 
Management fees    86,702  80,138  66,501 
Sale of apartments    2,188  28,196  569,296 
Sale of fuel    8,014  9,384  5,758 
Management of buildings and infrastructures    3,731  8,646  7,802 

         
Total revenues    691,505  701,959  1,186,783 
         
Cost of maintenance and management  25a  175,286  168,149  184,215 
Cost of apartments sold    2,123  22,117  407,205 
Cost of sale of fuel    6,729  8,060  4,921 
Cost of management of buildings and infrastructures    2,348  4,786  3,895 
         
Gross profit    505,019  498,847  586,547 
Increase (decrease) in fair value of investment 

property 
 

  (113,555)  (178,856)  140,629 
Selling and marketing expenses  25b  7,834  5,016  27,721 
General and administrative expenses  25c  72,177  68,422  61,677 
Gain from sale of land held for construction  7d(6)  61,441  -  - 
Impairment loss of inventories of land for 

construction  
 

7d(1)  (11,015)  (14,026)  - 
         
Operating income    361,879  232,527  637,778 
Financial expenses  25d  479,431  675,670  430,716 
Financial income  25d  228,960  214,971  140,529 
         
    111,408  (228,172)  347,591 
Gain from decrease in interests  9d1, 2  -  -  16,762 
Gain from acquisition of/increase in interests   9f(3)  41,590  36,861  1,148 
Other income (expenses)    7,303  (5,585)  5,594 
Company's share in earnings (losses) of associates    (112,063)  (205,070)  73,256 
         
Income (loss) before taxes on income     48,238  (401,966)  444,351 
Taxes on income   26c  (132,300)  (37,619)  94,472 
         
Net income (loss)    180,538  (364,347)  349,879 

         
Attributable to:         

Equity holders of the Company    177,713  (357,486)  354,372 
Minority interests    2,825  (6,861)  (4,493) 

         
    180,538  (364,347)  349,879 

Net earnings (loss) per share attributable to Ordinary 
equity holders of the parent (in NIS): 

 
29       

Basic net earnings (loss)    0.57  (1.12)  1.09 

         
Diluted net earnings (loss)    0.55  (1.12)  1.07 

 
 

The notes to the consolidated financial statements are an integral part thereof. 
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CONSOLIDATED STATEMENTS OF COMPREHENSIV E INCOME  

 

 

 

    Year ended December 31, 

    2009  2008  2007 

    NIS in thousands 

         

Net income (loss)         

    180,538  )364,347(  349,879 

Other comprehensive income (loss) (after tax effect):         

         

Income (loss) with respect to available-for-sale financial 

assets    -  )1,427(  22,309 

Transfer to income statement with respect to available-for-

sale assets    -  )4,833(  )19,552( 

Adjustments from translation of financial statements     30,553  )70,227(  20,860 

Company's share in other comprehensive loss, net of 

associates    )8,782(  )31,072(  )27,896( 

         

Total other comprehensive income (loss)    21,771  )107,559(  )4,279( 

         

Total comprehensive income (loss)    202,309  )471,906(  345,600 

         

         

Attributable to:         

         

Equity holders of the Company         

Minority interests    199,205  )461,330(  348,453 

    3,104  )10,576(  )2,853( 

         

    202,309  )471,906(  345,600 

         
 

 

 

The notes to the consolidated financial statements are an integral part thereof. 
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY  

 

 
  Attributable to equity holders of the Company     

 

 

Share  
capital   

Share 
premium  

Treasury 
shares  

Retained 
earnings  

Other  

capital 
reserves   

Currency 

translation 
adjustment  

Capital 

reserve from 
available-
for-sale 

financial 
assets  Total  

Minority 
interests  

Total  
equity 

  NIS in thousands 

                     
Balance as of January 1, 2007  1,006,663  5,987  -  1,331,320  126,991    -    3,352  2,474,313  27,181  2,501,494 
                     
Total comprehensive income (loss)  -  -  -  354,372  -  (8,676)  2,757  348,453  (2,853)  345,600 
      -               
Conversion of debentures into shares  15,703  173,299  -  -  -  -  -  189,002  -  189,002 
Dividend  -  -  -  (46,382)  -  -  -  (46,382)  -  (46,382) 
Acquisition of minority interest  -  -  -  -  -  -  -  -  (2,859)  (2,859) 
Acquisition of newly consolidated 

subsidiaries 
 

-  -  -  - 
 

-  
- 
 -  -  19,175  19,175 

                     
Balance as of December 31, 2007  1,022,366  179,286  -  1,639,310  126,991  (8,676)  6,109  2,965,386  40,644  3,006,030 

                     
Total comprehensive loss  -  -  -  (357,486)  -  (97,584)  (6,260)  (461,330)  (10,576)  (471,906) 
                     
Conversion of debentures into shares  146  1,420  -  -  -  -  -  1,566  -  1,566 
Dividend  -  -  -  (102,765)  -  -  -  (102,765)  -  (102,765) 
Acquisition of minority interest  -  -  -  -  -  -  -  -  (22,653)  (22,653) 
Acquisition of shares by the Company  -  -  (101,039)  -  -  -  -  (101,039)  -  (101,039) 
                     
Balance as of December 31, 2008  1,022,512  180,706  (101,039)  1,179,059  126,991  (106,260)  (151)  2,301,818  7,415  2,309,233 
                     
Effect of early adoption of IFRS 9  -  -  -  (151)  -  -  151  -  -  - 
Total comprehensive income  -  -  -  177,713  -  21,492  -  199,205  3,104  202,309 
Issuance of shares (see Note 9f(3))  15,880  84,940  -  -  -  -  -  100,820  -  100,820 
Dividend  -  -  -  (100,000)  -  -  -  (100,000)  -  (100,000) 
Acquisition of shares by the Company  -  -  (13,155)  -  -  -  -  (13,155)  -  (13,155) 
                     
Balance as of December 31, 2009  1,038,392  265,646  (114,194)  1,256,621  126,991  (84,768)  -  2,488,688  10,519  2,499,207 

 

 

 

 

The notes to the consolidated financial statements are an integral part there of. 
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CONSOLIDATED STATEMENTS OF  CASH FLOWS 

 
 
  Year ended December 31, 

  2009  2008  2007 

  NIS in thousands  

Cash flows from operating activities:       

       

Net income (loss)   180,538  )364,347(  349,879 

Adjustments to reconcile net income (loss) to net cash provided by (used 

in) operating activities: 

 
     

       

Adjustments to the profit or loss items:        

Write down of inventories of land for construction  11,015  14,026  - 

Company's share in losses (earnings) of associates  112,063  205,070  )73,256( 

Amortization of excess of cost in associate  -  3,682  - 

Gain from decrease in interests in associate  -  -  )16,208( 

Gain from decrease in interests in jointly controlled entity  -  -  )554( 

Gain from sale of land held for construction of apartments  )61,441(  -  - 

Deferred taxes, net  )141,032(  )30,299(  23,940 

Loss (gain) from short-term investments, net  )61,872(  100,470  )21,411( 

Change in employee benefit liabilities, net  50  )74(  65 

Decrease (increase) in fair value of investment property   113,555  178,856  )140,629( 

Depreciation and amortization  1,882  1,931  1,699     

Interest and revaluation of long-term loans and debentures  425,691  496,212  400,928 

Interest and revaluation of long-term deposits and receivables   )154,527(  )166,096(  )97,912( 

Gain from early redemption of debentures  )11,970(  )54,149(  - 

Negative goodwill arising on acquisition  )41,590(  )19,377(  )6,176( 

Loss (gain) from acquisition of minority interests  -  )17,484(  5,028 

       

  191,824  712,768  75,514 

Changes in asset and liability items:       

Decrease (increase) in trade receivables  25,765  )21,407(  6,293 

Decrease in other accounts receivable and long-term receivables  20,103  13,483  111,978 

Increase (decrease) in trade payables  )1,740(  )2,514(  )20,496( 

Increase (decrease) in other accounts payable  5,919  )23,477(  )23,977( 

Increase (decrease) in tenants' security deposits  83  )8,101(  3,786 

       

  50,130  )42,016(  77,584 

Cash paid and received during the year for:        

Interest paid  )304,120(  )350,527(  )302,030( 

Interest received  87,722  66,694  56,932 

Taxes paid  )23,192(  )26,898(  )95,540( 

Taxes received  2,639  6,991  19,437 

       

  )236,951(  )303,740(  )321,201( 

       

Net cash provided by current operations, before increase in inventories 

of apartments for sale and inventories of land for residential 

construction 

 

185,539  2,665  181,776 

       

Decrease (increase) in inventories of apartments for sale and inventories 

of land for residential construction 

 
)33,654(  )41,792(  290,191 

       

Net cash provided by (used in) current operations  151,884  )39,127(  471,967 

 

 

The notes to the consolidated financial statements are an integral part there of. 
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CONSOLIDATED STATEMENTS OF  CASH FLOWS 

 

 

  Year ended December 31, 

  2009  2008  2007 

  NIS in thousands  

Cash flows from investing activities:       

       

Purchase of and investments in investment property  105,453  )149,093 (  )594,514 (

Purchase of investment property under development   (80,660)  )113,720 (  )130,387 (

Investment in fixed assets  (7,475)  )1,440 (  )1,443( 

Investment in intangible asset  (974)   - - 

Investment in long-term deposits  -  )260,000 (  )345,000( 

Withdrawal of long-term deposits  73,011  70,532  49,767 

Purchase of short-term investments  (201,428)  )247,785 (  )210,578( 

Proceeds from sale of short-term investments  81,516  126,421  369,097 

Proceeds from sale of fixed assets  -   - 1 

Proceeds from sale of investment property  127,876  353,679  34,677 

Grant of long-term loans   (99,064)  )181,307 (  )138,093( 

Repayment of long-term loans granted  131,755  4,780  27,489 

Investment in associates  (671)  )77,649 (  )37,779 (

Proceeds from sale of investment in associates  22,102   -  -

Investment in initially consolidated companies (a)  -   - )74,501 (

Investment in companies previously consolidated by the proportionate 

consolidation method (b) 

 
-   - )23,788( 

Investment in company proportionately consolidated for the first time 

(c) 

 
-  )18,761 (  )28,743( 

Proceeds from partial sale of investment in jointly controlled entity  -   - )401 (

       

Net cash used in investing activities  (59,465)  )494,343 (  )1,104,196( 

       

Cash flows from financing activities:       

       

Short-term credit from banks, net   (125,601)  219,663  )461,487( 

Dividend paid  (100,000)  )102,765 (  )46,382( 

Receipt of long-term loans from banks  312,714  702,548  893,494 

Repayment of long-term loans from banks  (196,396)  )113,074 (  )112,448( 

Receipt of other long-term liabilities  18,760  3,625  4,094 

Repayment of other long-term liabilities  (101,901)  )59,234 (  )92,948( 

Issuance of debentures, net  515,979  234,237  644,847 

Redemption of debentures  (472,271)  )460,639 (  )355,379( 

Acquisition of Company shares  (13,155)  )101,039 (   -

Acquisition of minority interests in subsidiaries  -  )4,098 (  )7,035 (

       

Net cash provided by (used in) financing activities  (161,871)  319,224  466,756 

       

Translation differences from balances of cash and cash equivalents   2,392  )4,813(  255 

       

Decrease in cash and cash equivalents  (67,059)  )219,059 (  )165,218( 

Cash and cash equivalents at the beginning of the year  148,397  367,456  532,674 

       

Cash and cash equivalents at the end of the year  81,338  148,397  367,456 

 

 

 

The notes to the consolidated financial statements are an integral part there of. 
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CONSOLIDATED STATEMENTS OF  CASH FLOWS 

 

 

   Year ended December 31, 

   2009  2008  2007 

   NIS in thousands 

(a) Investment in initially  consolidated companies:       
        
 The companies' assets and liabilities at date of acquisition:       
        

 Working capital (excluding cash and cash equivalents)  -  -  26,410 

 Intangible assets  -  -  )6,862( 

 Investment property  -  -  )375,799( 

 Fixed assets, net  -  -  )844( 

 Long-term liabilities  -  -  224,410 

 Deferred taxes  -  -  58,184 

        

   -  -  )74,501( 

(b) Investment in companies previously consolidated by the 
proportionate consolidation method:       

        
 The companies' assets and liabilities at date of acquisition:        
        

 Working capital (excluding cash and cash equivalents)  -  -  17,865 

 Intangible assets  -  -  )6,342( 

 Fixed assets, net  -  -  )841( 

 Investment property  -  -  )77,780( 

 Long-term liabilities  -  -  15,835 

 Deferred taxes  -  -  9,152 

 Minority interests  -  -  18,323 

        

   -  -  )23,788( 

(c) Investment in company proportionately consolidated for 
the first time:       

        
 The company's assets and liabilities:       
        

 Working capital (excluding cash and cash equivalents)  -  60,678  93 

 Inventories of land  -  )66,162(  - 

 Investment property  -  )45,750(  )28,836( 

 Long-term liabilities  -  32,473  - 

        

   -  )18,761(  )28,743( 

        
(d) Significant non-cash transactions:       
        
 Sale of fixed assets on credit (see Note 7d)  89,000  50,200  1,462 

        
 Conversion of debentures (series D) into shares    -  1,566  189,002 

        
 Issuance of shares in consideration for investment in 

associate  100,820  -  - 

 
 
The notes to the consolidated financial statements are an integral part there of. 
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NOTE 1:- GENERAL  

 

a. Description of the Company: 

 

The Company is primarily engaged in development, construction and acquisition of buildings in 

Israel and overseas, designated for rental and sale, for use in industry, craft, commerce, high-

tech and offices as well as for residential use, and in provision of management, planning and 

supervision services for carrying our development and infrastructure work in residential and 

industrial zones. In addition, the Company is engaged in development and sale of apartments, as 

well as in management and maintenance of buildings leased to tenants for commercial, 

industrial, office, high-tech and residential uses. 

 

b. The Company is a public company whose shares have been listed for trading on the Tel Aviv 

Stock Exchange since May 1993.  

 

 The Company also has debentures listed for trading on the Tel Aviv Stock Exchange. 

 

c. As of December 31, 2009, the Company, on a consolidated basis ("the Group"), has a working 

capital deficiency of approximately NIS 425 million. The Group's operating cash flows do not 

cover short-term credit from banks including current maturities of its long-term liabilities. 

 

 The Company's Board of Directors believes that the foregoing does not indicate a liquidity 

issue, based on the Company's cash balance as of the balance sheet date, and considering the 

steps which the Company could take, as set forth below. As of the signing date of these 

financial statements, the Company's cash balances and un-utilized credit facilities amounted to 

NIS 280 million. 

 

 The Company's Board of Directors believes that the Company may increase its liquidity by 

means of: (1) pledging un-pledged assets in Israel, whose fair value as of the signing date of 

these financial statements amounted to NIS 2.2 billion; (2) realizing the negotiable securities 

portfolio; (3) obtaining financing from foreign banks against properties acquired overseas 

without using specific financing for said acquisitions; (4) partial refinancing of short-term 

credit.  

 

 Note that realization of the aforementioned means of action, in whole or in part, is uncertain - 

since they depend on external and macro-economic factors over which the Company has no 

influence or limited influence. Should the Company's aforementioned assumptions fail to 

materialize, in whole or in part, then the Company's liquidity may materially deteriorate.   

 

d. Definitions: 

 

In these financial statements: 

 

The Company - Industrial Buildings Corporation Ltd. 

   

The parent 

company 

- Jerusalem Economic Ltd. ("JEC"). 

   

The Group - Industrial Buildings Corporation Ltd. and its investees. 

   

Subsidiaries - Companies in which the Company has a controlling interest (as defined in 

IAS 27) and whose financial statements are consolidated with the 

Company's financial statements. 



INDUSTRIAL BUILDINGS CORPORATION LTD. 
 

NOTES TO CONSOLIDATED FI NANCIAL STATEMENTS  

 12 

 

 

NOTE 1:- GENERAL  (Cont.) 
 

Jointly controlled 

entities 

- Companies owned by multiple entities that have a contractual 

arrangement for joint control, and whose accounts are consolidated with 

those of the Company using the proportionate consolidation method. 

   

Associates - Companies in which the Company has material influence and which are 

not consolidated companies, where the Company's investment in said 

companies in included on the financial statements at equity.  

   

Investees - Subsidiaries, jointly controlled entities and associates. 

   

Related parties - As defined in IAS 24. 

   

Interested parties 

and controlling 

shareholder 

- As defined in the Israeli Securities Regulations (Annual Financial 

Statements), 2010. 

 

 

NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES   

 

a. Basis of presentation of financial statements: 

 

The Company's financial statements are compiled based on cost, with the exception of 

investment property, derivatives and certain financial instruments - which are measured at fair 

value. 

 

The Company has elected to present the statement of comprehensive income based on the 

operations attribute method. 

 

Preparation format of financial statements 

 

These financial statements have been compiled under International Financial Reporting 

Standards ("IFRS"). These standards include: 

 

1. International financial reporting standards (IFRS). 

2. International accounting standards (IAS). 

3. Clarifications of international financial reporting standards (IFRIC) and of international 

accounting standards (SIC). 

 

Furthermore, the financial statements are in line with provisions of the Securities Regulations 

(Annual Financial Statements), 2010.  

 

Consistent accounting policies 

 

The accounting policy described below has been consistently applied to all periods presented.  
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NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.)  

 

Changes to accounting policies due to application of new standards 

 

IAS 1 (Revised) "Presentation of Financial Statements" 

 

Pursuant to the revised IAS 1, a separate statement is to be presented ï "Statement of 

Comprehensive Income" ï which presents, in addition to the net income figure from the income 

statement, all items directly recognized in equity during the reported period, which do not arise 

from transactions with shareholders per se (other comprehensive income), such as adjustments 

from translation of financial statements of foreign operations, fair value adjustments for 

financial assets classified as held for sale, adjustments for plant, property & equipment 

revaluation reserve etc. as well as the tax impact of said items also directly recognized in equity, 

with appropriate attribution to the Company and to minority interest. Alternatively, other 

comprehensive income items may be presented together with income statement items in a single 

report titled "Statement of Comprehensive Income", which replaces the income statement, with 

appropriate attribution to the Company and to minority interest. Items charged under 

shareholders' equity which arise from transactions with shareholders as shareholders (such as 

capital issuance, dividend distribution etc.) shall be presented in the statement of changes to 

shareholders' equity, as would the total transferred from the statement of total revenues, with 

appropriate attribution to the Company and to minority interest.  

 

This revision is applied starting on January 1, 2009 with retrospective application to comparison 

figures. 

 

IFRS 8 "Operating segments" 

 

IFRS 8 discusses presentation of operating segments, and supersedes IAS 14. Pursuant to the 

standard, the Company has adopted the "Management Approach" to reporting financial 

performance of operating segments. Segment information shall be the information used 

internally by management to evaluate segment performance, and in order to make management 

decisions with regard to resource allocation to operating segments.  

 

The Company has adopted provisions of IFRS 8 starting on January 1, 2009, with retroactive 

application to comparison figures. 

 

Application of the standard had no material impact on presentation of segment reporting. 

 

IAS 23 (Revised) "Borrowing Costs" 

 

In accordance with the revised IAS 23, borrowing costs that are directly attributable to the 

acquisition, construction or production of a qualifying asset must be capitalized. A qualifying 

asset is an asset that requires a significant period of time for its preparation for its intended use 

or sale and includes fixed assets and inventories whose preparation for sale requires a lengthy 

period of time. The possibility of immediately carrying these costs as an expense has been 

cancelled.  

 

The revision was adopted as a prospective change on January 1, 2009. Consequently, the 

Company has started capitalizing borrowing costs related to qualifying assets whose 

capitalization start date is on or after January 1, 2009. 



INDUSTRIAL BUILDINGS CORPORATION LTD. 
 

NOTES TO CONSOLIDATED FI NANCIAL STATEMENTS  

 14 

 

 

NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.)  

 

IAS 40 - Investment Property: 

 

Pursuant to an amendment to IAS 40, investment property under construction or development 

for future use as an investment property will be classified as investment property if the fair 

value model is applied and it can be measured reliably. Investment property under construction 

will be measured at cost if fair value can not be measured reliably until such time as the fair 

value becomes reliably measurable or construction is completed, whichever comes earlier.  

 

The Company applies this revision by way of hence forward starting on January 1, 2009. The 

amount recognized in 2009 on the income statement with respect to impairment of investment 

property under construction, amounted to NIS 4.8 million. 

 

IAS 28 (Revised) - Investment in Associates: 

 

Pursuant to an amendment to IAS 28, the test of impairment of an investment in an associate 

will be carried out with reference to the entire investment. Accordingly, a recognized 

impairment loss is not allocated specifically but rather attributed to the investment as a whole. 

Therefore, the entire impairment loss previously recognized may be reversed to the extent that 

the relevant conditions are satisfied.  

 

The Company applies this revision by way of hence forward starting on January 1, 2009.  

 

IFRS 7 - Financial instruments: Disclosure 

 

The revised IFRS 7 requires further disclosures to be provided with regard to measurement of 

fair value and to liquidity risk. In accordance to the revision, further disclosure should be given, 

inter alia, of the source of data used in measurement, using three levels of fair value rating, for 

all financial instruments measured at fair value. The revision further requires presentation of a 

reconciliation of the opening balance to the closing balance, with regard to measurement of fair 

value at level 3 (data source not based on market data), in addition to disclosure of any 

significant transfers between fair value rating levels.  

 

The revision is applied starting with financial statements for the year started on January 1, 2009 

by way of hence forward (and is not applied to comparative figures). 

 

IFRIC 15 "Agreements for Construction of Real Estate" 

 

IFRIC 15 sets forth rules for distinction between agreements for construction of real estate 

which are within the scope of IAS 11, and such agreements which are which are within the 

scope of IAS 18. When an agreement is specifically made for construction of a property or 

combination of properties, such that the buyer may set the specification and changes there to, 

the agreement is within the scope of IAS 11.  

 

Therefore, revenues are to be recognized based on completion rate. However, when the buyer 

has no, or limited, capacity to intervene in setting the specification, the agreement is for sale of 

real estate and within the scope of IAS 18.  

 

This clarification is applied retrospectively starting on January 1, 2009. The initial application 

of the clarification had not material impact on the financial statements. 
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NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.)  

 

IFRIC 16 - Hedges of a Net Investment in a Foreign Operation 

 

IFRIC 16 stipulates that a foreign currency risk may not be hedged if it relates to the company's 

presentation currency, but may only be hedged if it relates to the company's functional currency. 

Furthermore, it is possible to hedge foreign currency risk for the functional currency of each 

Group subsidiary. The standard further stipulates that the hedging instrument may be held by 

any group company.  

 

The Company applies this clarification by way of hence forward starting on January 1, 2009. 

The initial application of the clarification had not material impact on the financial statements. 

 

Early adoption of IFRS standards 

 

The Group adopted IFRS 9 "Financial Instruments" early. 

 

In November 2009, IFRS 9 - Financial Instruments was published; this is the first stage in the 

project to replace IAS 39 "Financial Instruments: Recognition and Measurement".  IFRS 9 

focuses mainly on the classification and measurement of financial assets and applies to all 

financial assets within the scope of IAS 39. 

 

For change in accounting policy related to recognition and measurement of financial assets in 

accordance with IFRS 9, see Note 2j. 

 

IFRS 9 will be effective starting January 1, 2013. Early adoption is permitted. Initial adoption 

shall be made retrospectively, with re-statement of comparison figures, subject to easements set 

forth in the standard. 

 

On January 1, 2009, the Group adopted, by way of early adoption, the aforementioned standard 

for financial assets classified as available-for-sale financial assets on the balance sheet as of 

December 31, 2008. Initial adoption of the standard was prospective, starting with financial 

statements for periods starting on January 1, 2009, hence comparison figures of the standard 

through said date were not adjusted, in order to reflect the impact of initial application of the 

standard. 

 

The impact of initial application on opening balances as of this date resulted in charging of 

capital reserves (net of tax effect) with respect to available-for-sale financial assets to retained 

earnings, amounting to NIS 151 thousand, along with re-classification of said financial assets 

under financial assets measured at fair value through profit or loss. The carrying amount of thus 

re-classified financial assets is NIS 102,250 thousand as of January 1, 2009. There was no re-

classification of other financial instruments of the Group. 
 

The Group adopted early the revision to IAS 1 "Presentation of Financial Statements". 
 

The revision to IAS 1 discusses classification of liabilities as current or non-current in reference 

to convertible financial instruments. In accordance with the revision, liability terms which allow 

the counter-party at any time to cause the entity to discharge its liability by issuing equity 

instruments, do not per se influence the classification of the liability on the balance sheet as a 

current or non-current liability. The revision has no impact on the Company's consolidated 

financial statements, since the debt component (excluding current maturities) is presented on the 

balance sheet as a non-current liability, by disposition date based exclusively on the cash 

repayment date. 

 

This revision is applied starting on January 1, 2009 with retrospective application to comparison 

figures. 
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NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.)  

 

b. Major considerations, estimates and assumptions in compiling financial statements: 

 

Considerations 

 

In applying major accounting policy, the Group has applied its judgment and has considered the 

following issues which have the most material impact on amounts recognized on the financial 

statements: 

 

- Impairment of available-for-sale financial assets 

 

Upon each balance sheet date, the Group reviews for existence of any objective indication 

of impairment of the asset. For such review for impairment, the Group exercises 

judgment with regard to any indications of objective evidence with regard to the 

percentage decline in fair value, as well as to duration of the impairment of fair value. See 

also section j. 

 

- Operating leasing of investment property 

 

The Group classifies its portfolio of leased investment property as an operating lease, 

since it effectively maintains the risk and reward associated with ownership of these 

properties. 

 

- Acquisition of subsidiaries that are not business combinations 

 

In accordance with IFRS 3, upon acquisition of subsidiaries and operations, the Company 

assesses whether said acquisition constitutes business combination pursuant to IFRS 3. 

The assessment is based on the following circumstances which indicate acquisition of a 

business: Large number of properties acquired, existence of significant associated 

services related to property operation, and complexity of property management. See also 

section m. 

 

- Reliable measurement of fair value of investment property under construction 

 

In order to review whether the fair value of investment property under construction may 

be reliably measured, the Group considers, inter alia, the following relevant criteria: 

 

1. Location of the property under development in a location where the market is well-

developed and liquid 

2. Price quotes from recent transactions or previous valuations of acquisition or sale 

of properties in similar condition and location 

3. Signing of construction agreement with a contractor 

4. Obtaining construction permits 

5. Percentage of area designated for leasing which has been leased in advance to 

tenants 

6. Reliable estimate of construction cost 

7. Reliable estimate of the value of the completed property. 

 

When a review of the aforementioned elements indicates that the fair value of investment 

property under construction may be reliably measured, the property is presented at fair 

value, in line with Group policy concerning investment property. When reliable 

measurement is not possible, investment property under construction is measured at cost, 

net of impairment loss - if any. See also section o. 
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Estimates and assumptions 

 

 The preparation of financial statements requires management to use estimates and assumptions 

that affect the application of accounting policies and the reported amounts of assets, liabilities, 

income and expenses. The underlying estimates and assumptions are constantly reviewed. 

Changes to accounting estimates are charged in the period when the estimate was changed. 

 

The following are the major assumptions made in the financial statements with regard to 

uncertainty as of the balance sheet date as well as critical estimates calculated by the Group, 

where a material changes in such estimates and assumptions may alter the value of assets and 

liabilities in the financial statements for the next reporting year: 

 

- Fair value of investment property 
 

Fair value, including of investment property under construction, is determined by 

independent valuators based on economic valuations that involve use of valuation 

techniques and assumptions as to estimates of expected future cash flows from the 

property, and estimate of the appropriate discount rate for these cash flows, as well as 

management estimates that are based on economic models. This calculation involves 

making assumptions, inter alia, as to the discount rates, continued lease of the properties 

by current tenants, including during optional periods, and occupancy rates at the different 

properties. Such estimates are subject to significant uncertainty - for further information 

see section o. 

 

- Inventory of buildings under construction 
 

Net realizable value is determined based on Company estimates, which include forecasts 

and estimates of expected receipts from sale of project inventory and the construction cost 

necessary to make the inventory ready for sale. For further information, see section q. 

 

- Lawsuits 
 

In estimating the possible outcome of lawsuits filed against the Company and its 

investees, the companies have relied on the opinion of legal counsel. These estimates by 

legal counsel are to the best of their professional judgment, considering the stage of these 

proceedings as well as accumulated legal experience on the different issues. Since the 

outcome of thee lawsuits would be determined by the Court, said outcomes may differ 

from the aforementioned estimates. 

 

- Impairment of goodwill  
 

The Group reviews goodwill for impairment at least annually. The review required 

management to estimate expected future cash flows from continued use of the cash 

generating unit, and to estimate the appropriate discount rate for such cash flows. For 

further information, see section t. 

 

- Deferred tax assets 
 

Deferred tax assets are recognized due to carry-forward losses for tax purposes and 

temporary, unused differences, if future taxable revenue is expected which would allow 

them to be used. Management discretion is required in order to determine the amount of 

deferred tax asset which may be recognized based on timing, the amount and source of 

expected taxable revenue and tax planning strategy. For further information, see section 

v. 
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NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.)  

 

c. Consolidated financial statements: 

 

The consolidated financial statements include the financial statements of companies that are 

controlled by the Company (subsidiaries). Control exists when the Company has the means, 

directly or indirectly, to set financial and operating policy for the controlled company. When 

reviewing control, the impact of potential voting rights exercisable as of the balance sheet date 

is accounted for. Consolidation of the financial statements occurs starting on the date control 

was achieved, and until such date as control has been discontinued. 

 

Material balances and reciprocal transactions, as well as income or loss due to transactions 

between Group companies have been entirely cancelled in the consolidated financial statements.  

 

Minority interest with respect to subsidiaries represent the minority shareholders' proportionate 

interest in the comprehensive income (loss) of the subsidiaries and fair value of the net assets 

upon the acquisition of the subsidiaries. These are presented separately under the Company's 

equity. 

 

Acquisition of minority interest by the Group is charged against goodwill, which is calculated as 

the difference between consideration paid by the Group and the amount of the acquired portion 

of minority interest which is de-recognized upon the acquisition date. If this difference is 

negative, income is recognized equal to this difference. Upon realization of a holding stake in a 

subsidiary, with no loss of control, income or loss is recognized equal to the difference between 

proceeds received by the Group and the carrying amount of minority interest in the subsidiary 

which was added to Company equity, accounting for both realized goodwill with respect to the 

subsidiary, if any, and for translation differences with respect to foreign operations charged to 

equity, if any, in accordance with the decrease in holding rate in the subsidiary. 

 

The minority interest in a subsidiary with an equity shortfall, shares pro-rate in the subsidiary's 

loss - up to the amount of loans and liabilities (including accrued interest with respect to said 

loans) and commitments to provide loans. 

 

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

entity where the shareholders have a contractual arrangement that establishes joint control and 

which is consolidated in the Company's accounts using the proportionate consolidation method. 

The Company combines in its consolidated financial statements its share of the assets, 

liabilities, income and expenses of the jointly controlled entity with similar items in its financial 

statements. Significant balances and transactions, as well as gain or loss arising from 

transactions between the Company and the jointly controlled entity are reversed in accordance 

with the Company's holding stake in the joint control. 

 

The financial statements of the Company and of consolidated companies are compiled as of the 

same dates and periods. Financial policy in financial statements of consolidated companies has 

been applied uniformly and consistently with the policy applied to the Company's financial 

statements. 
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NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.)  

 

d. Functional currency and foreign currency: 

 

1. Functional and presentation currency: 

 

The presentation currency of these financial statements is NIS. 

 

The functional currency, which is the currency that best reflects the economic 

environment in which the Company operates and conducts its transactions, is separately 

determined for each Group entity, including an associate presented at equity, and is used 

to measure its financial position and operating results. The Company's functional 

currency is the NIS. 

 

When the functional currency of a Group company differs from that of the Company, the 

Group company is a foreign operation whose financial statement data are translated for 

inclusion on the Company's financial statements as follows: 

 

a) Assets and liabilities at each balance sheet date (including comparison figures) are 

translated at the closing rate on each balance sheet date. Goodwill and all fair value 

adjustments to book value of assets and liabilities on the acquisition date of the 

foreign operation are treated as assets and liabilities of the foreign operation and 

are translated at the closing rate on each balance sheet date.  

 

b) Income and expenses for all periods presented in the income statement operations 

(including comparison figures) are translated using average exchange rates for all 

presented periods; however, in case of significant fluctuations in exchange rates, 

income and expenses have been translated using the exchange rates as on the date 

of the actual transactions. 

 

c) Share capital, capital reserves and other capital transactions are translated using the 

exchange rate on the date when they are generated. 

 

d) The income balance are translated based on the starting balance, translated using 

the exchange rate on that date and other relevant transactions (such as dividends) 

during the period, translated as set forth in sections b) and c) above. 

 

e) All translation differences generated have been charged as other comprehensive 

income (loss) to a separate item in shareholders' equity, under the capital reserve 

"adjustments due to translation of financial statements". 

 

Upon disposal of foreign operations, in whole or in part, the other comprehensive income 

(loss) is transferred to the income statement. 

 

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 tax effect) are recognized in the same component of equity as discussed in e) 

above. 

 

Exchange differences in respect of a foreign currency-denominated financial instrument 

which constitutes a net investment hedge in foreign operations, are recognized net of tax 

effect,  as other comprehensive income (loss) in equity, under capital reserve from 

hedging transactions. On disposal of the net investment, these translation differences are 

recognized in the income statement (see also section k. below). 
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NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.)  

 

2. Transactions, assets and liabilities denominated in foreign currency: 

 

Transactions denominated in foreign currency (any currency other than the functional 

currency) are recorded upon their initial recognition according to the exchange rate in 

effect on the date of the transaction. Subsequent to initial recognition, financial assets and 

liabilities denominated in foreign currency are translated upon each balance sheet date 

into the functional currency, using the exchange rate on said date. Exchange rate 

differentials, except those capitalized for qualified assets or recognized in equity for 

hedging transactions, are recognized on the income statement. Non-monetary assets and 

liabilities presented at cost are translated into using the exchange rate as of the transaction 

date. Non-monetary assets and liabilities denominated in foreign currencies that are 

presented at fair value are retranslated to the functional currency at the exchange rate on 

the date on which the fair value was determined. 

 

3. CPI-linked financial items: 

 

Financial assets and liabilities which under their terms are linked to changes in the 

Consumer Price Index in Israel ("CPI") are adjusted based on the applicable CPI value, 

upon each balance sheet date, in accordance with terms and conditions of the agreement. 

Linkage differentials arising from such adjustment, except those capitalized for qualified 

assets or recognized in equity for hedging transactions, are recognized on the income 

statement. 

 

Following are data regarding the exchange rates of the principal currencies and consumer 

price indices in countries in which the Group operates: 

 
  Israeli CPI *)          

  Index  
for  

 Known 
index 

 
U.S. $ 

 
Euro 

 
Can$ 

 
CHF 

  % 

Rate of change in year ended:             
December 31, 2009  3.9  3.8  (0.01)  2.7  15.7  2.9 
December 31, 2008  3.8  4.5  (1.1)  (6.4)  (20.7)  4.2 
December 31, 2007  3.4  2.8  (9.0)  1.7  7.7  (1.3) 
December 31, 2006  (0.05)  (0.3)  (8.2)  2.2  (8.2)  (0.9) 

     

  Israeli CPI (points)  Representative exchange rate (NIS) 

As of:             
December 31, 2009  206.2  206.2  3.775  5.442  3.603  3.667 
December 31, 2008  198.4  198.6  3.802  5.297  3.113  3.565 
December 31, 2007  191.2  190.0  3.846  5.659  3.923  3.420 

 

*)  According to an average basis of 1993 = 100. 

 

e. Cash equivalents: 

 

The Company considers unrestricted highly liquid investments, including short-term bank 

deposits purchased with original maturities of three months or less, to be cash equivalents. 

 

f. Short-term deposits: 

 

Short-term bank deposits whose original term exceeds 3 months from the date of investment. 

Deposits are presented in accordance with their terms and conditions. 
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NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.)  

 

g. Provision for doubtful accounts: 

 

The provision for doubtful accounts is specifically determined for debt whose collection 

company management deems doubtful, and a general provision is also made. Impaired accounts 

receivable are disposed upon such date when it is determined that said debt may no longer be 

collected.  

 

h. Inventories of apartments for sale and inventories of land for residential construction: 

 

Cost of inventory includes direct identified costs with respect to cost of land, such as taxes, fees 

and levies as well as construction costs. The Company also capitalizes, as part of cost of 

inventories of buildings and apartments for sale, any borrowing costs incurred in the period after 

the Company had already started land development activities. The capitalized costs are charged 

to expenses, along with other project costs, when revenue is recognized. 

 

Inventories of land acquired by the Group in a receipt combination transaction, whereby the 

Group commits to provide cash dependent on the selling price of apartments to be constructed 

on said land, is measured at fair value of the land and of the financial obligation generated with 

respect to expected future payments. In subsequent periods, the financial liability is re-measured 

based on expected cash flows payable, discounted using the original effective interest rate of the 

liability in each period. Changes in present value of discounted cash flows are recognized under 

cost of inventories. 

 

Inventories of buildings and apartments for sale are measured at the lower of cost and net 

realizable value. Net realization value is the estimated sale price in the normal course of 

business, less estimated costs to completion and costs required for the sale.  

 

i. Operating cycle: 

 

The normal operating cycle of the Company is longer than one year, particularly with respect to 

contracting work in respect of which the operating cycle can even be two to three years. As a 

result, current assets and current liabilities include items whose realization is intended and 

anticipated within the normal operating cycle of the Company. When the operating cycle is 

longer than one year, assets and liabilities related to this activity are classified on the balance 

sheet under current assets and liabilities, in accordance with the operating cycle. 

 

j. Financial instruments: 

 

Financial assets 

 

 Accounting policy applied to financial statements through December 31, 2008, prior to initial 

adoption of IFRS 9 

 

Financial assets within the scope of IAS 39 are initially recognized at fair value plus directly 

attributable transaction costs, except for investments at fair value through profit or loss with 

respect to which transaction costs are carried to the income statement. 
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NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.)  

 

After initial recognition, the accounting treatment of investments in financial assets is based on 

their classification into one of the following four categories: 

 

¶ Financial assets measured at fair value through profit and loss 

¶ Investments held to maturity 

¶ Loans and receivables 

¶ Financial assets held for sale 

 

1. Financial assets measured at fair value through profit and loss: 

 

The Group has financial assets measured at fair value in the income statement that 

include financial assets held for trade and financial assets intended, upon their initial 

recognition, to be presented at fair value, with changes there to recognized in the income 

statement. 

 

Financial assets are classified as held for trade if they were primarily acquired for sale or 

re-purchase in the near term, if they are part of a portfolio of identified financial 

instruments jointly managed in order to achieve gain over the short term, or if they are a 

derivative not designated as a hedging instrument. Gain or loss from investments held for 

sale are recognized on the income statement upon the date they are created. 

 

2. Loans and receivables: 

 

The Group has loans and accounts receivable which are financial assets (which are not 

derivatives) having set or settable payments which are not traded on an active market. 

Subsequent to initial recognition, loans are presented at amortized cost using the effective 

interest method, which also accounts for directly attributed transaction cost, if any. Short-

term credit (such as customer credit and other accounts receivable) is presented in 

accordance with terms and conditions there of, usually at nominal value. Gain and loss 

are recognized on the income statement when the loans and accounts payable are 

disposed of, or if impairment is recognized for said loans and debit balances, as well as a 

result of methodical amortization. For recognition of interest income, see section y. 

 

3. Financial assets available for sale: 

 

The Group has financial instruments held for sale ,which are financial instruments (which 

are not derivatives) designated as held for sale or which are not classified in one of the 

three groups set forth above. Subsequent to initial recognition, financial assets available 

for sale are measured at fair value. Gain or loss from adjustment of fair value, except for 

exchange rate differentials referring to financial debt instruments which are recognized in 

the income statement under "financing", are directly recognized in equity as "other 

comprehensive income (loss)" under "capital reserve from available-for-sale financial 

assets".  Upon disposal of the investment or in case of impairment, the other 

comprehensive income (loss) is transferred to the income statement. For recognition of 

interest income with respect to investment in debt instruments, and dividends with respect 

to investment in equity instruments, see section y. 
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NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.)  

 

Impairment of available-for-sale financial assets 

 

With regard to financial assets available for sale which are capital instruments, the 

objective evidence of impairment includes a significant or continuous decrease in fair 

value of the asset below its cost, as well as review of changes in the technological, 

economic, legal or market environment in which the instrument issuer operates. The 

review of significant or continued impairment depends on circumstances upon each 

balance sheet date, where the review accounts for historical fluctuations in fair value, as 

well as for existence of continued downward trend in fair value totaling over 20%, or 

impairment duration of over 9 months. When evidence of impairment exists, the 

cumulative loss charged to equity, which is measured as the difference between 

acquisition cost (net of previous impairment loss) and fair value - is transferred from 

equity and is recognized as impairment loss on the income statement. In subsequent 

periods, reversal of impairment loss is not charged to the income statement, but is 

charged to equity under other comprehensive income (loss). 

 

Objective evidence of impairment of financial assets available for sale which are debt 

instruments, exists when one or more events have negatively impacted the estimated 

future cash flow from the asset subsequent to investment. Evidence of impairment 

includes indications that the debtor is experiencing financial challenges, including 

liquidity issues and failure to make principle or interest payments When evidence of 

impairment exists, the cumulative loss charged to equity, which is measured as the 

difference between acquisition cost (net of principal payments, amortization using the 

effective interest method and previous impairment loss) and fair value - is transferred 

from equity and is recognized as impairment loss on the income statement. In subsequent 

periods, an impairment loss is reversed when appreciation of the asset may be objectively 

attributed to an event which occurred subsequent to recognizing the impairment loss. 

Such a reversal is charged to the income statement, up to the amount of recognized loss. 

 

Accounting policy applied starting on January 1, 2009 - date of initial adoption of IFRS 9 

 

IFRS 9 stipulates new provisions for recognition and measurement of financial assets. 

 

 Financial assets which are equity instruments shall be measured at fair value in 

subsequent periods, and differences shall be charged to the income statement or to other 

comprehensive income (loss), as elected by accounting policy for each instrument 

individually. The election is final and may not be modified. However, when a company 

changes its business model used for management of its financial assets, it must re-classify 

all financial instruments affected by the change in business model, in order to reflect such 

change. No re-classification of financial instruments is allowed in any other case. 

 

 According to IFRS 9, upon initial recognition, all the financial assets (including 

combined instruments where the host contract is a financial asset) will be measured at fair 

value. In subsequent periods, debt instruments should only be measured at amortized cost 

if both of the following conditions are met: 

 

- The asset is held in conjunction with a business model aimed at holding assets in 

order to collect the contractual cash flows derived there from. 

 

- In accordance with contractual terms and conditions of the financial asset, the 

company is eligible, upon certain dates, to receive cash flows which constitute only 

principal payments and interest payments on the principal balance, if any. 
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NOTE 2:- SIGNIFICANT A CCOUNTING POLICIES (Cont.)  

 

 Measurement at amortized cost is made using the effective interest method, which also 

accounts for directly-attributed transaction costs, if any. Short-term credit (such as 

customer credit and other accounts receivable) is presented in accordance with terms and 

conditions there of, usually at nominal value. Gain and loss are recognized on the income 

statement when the loans and accounts payable are disposed of, or if impairment is 

recognized for said loans and debit balances, as well as a result of methodical 

amortization. For recognition of interest income, see section y. 

 

 Subsequent measurement of all other debt instruments and other financial assets shall be 

at fair value. 

 

 Accounting policy applied throughout the reported period presented in these financial 

statements 

 

1. Fair value: 
 

 The fair value of financial instruments actively traded on an active market is determined 

using market prices on the balance sheet date.  

 

2. Offsetting financial instruments: 
 

 Financial assets and financial liabilities are offset, and the net amount is presented on the 

balance sheet, provided there is any legally enforceable right to offset the recognized 

amounts, and provided there is intent to dispose of the asset and liability on net basis, or 

to realize the asset and dispose of the liability concurrently. 

 

Financial liabilities 

 

1. Financial liabilities measured at amortized cost: 
 

 Loans and credit are initially recognized at fair value net of directly attributed transaction 

cost, if any (for example, the cost of creating a loan). Subsequent to initial recognition, 

loans - including debentures - are presented at amortized cost using the effective interest 

method, which also accounts for directly attributed transaction cost. Short-term credit 

(such as supplier credit and other accounts payable) is presented in accordance with terms 

and conditions there of, usually at nominal value. Income and loss are recognized on the 

income statement upon disposition of the financial liability and as a result of systematic 

amortization. 

 

2. Financial liabilities measured at fair value through profit or loss: 
 

 Financial liabilities measured at fair value through profit or loss include financial 

derivatives classified as held-for-trade. 

 

Compound financial instruments 
 

Convertible debentures linked to the Consumer Price Index consist of two components: A 

conversion component and a liability component, with the conversion component also classified as a 

financial liability. Debentures are divided into two liability components, with the conversion 

component calculated first at the recognition date as a financial derivative at fair value, with the 

difference between proceeds received for convertible debentures and the fair value of the conversion 

component assigned to the debt component. Direct transaction costs are allocated between the 

convertible liability component and the debt liability component, based on the allocation of 

proceeds to each component, as above. The amount allocated to the convertible liability 

component is immediately recognized on the income statement. 
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After initial recognition, the conversion component is accounted for as a financial derivative 

and is presented at fair value at each balance sheet date. Changes to the fair value of derivatives 

are charged to the income statement on a regular basis, under financing. Subsequent to initial 

recognition as set forth above, the debt component is treated as a financial liability, and is 

presented on the balance sheet as a non-current liability, in accordance with the disposal date 

based on the cash redemption date. 

 

Issuance of block of securities 

 

The issue of a unit of securities involves the allocation of the proceeds received (before issue 

expenses) to the components of the securities issued in the unit based on the following priority: 

Fair value is first determined for financial derivatives (such as option warrants with an exercise 

price denominated in a currency other than the Company's functional currency) and other 

financial instruments measured at fair value in each period; fair value is then determined for 

financial liabilities and complex instruments (such as convertible debentures) which are not 

measured at fair value in each period, but rather at present value, with the proceeds allocated to 

equity instruments determined as the residual value, in accordance with the difference between 

total proceeds and the allocated proceeds as set forth above. The issue costs are allocated to 

each component pro rata to the amounts determined for each component net of income taxes, if 

any, in respect of equity instruments. After such allotment, each component is treated in line 

with its contractual nature (financial liability or equity instrument). 

 

Treasury shares 

 

Company shares held by the Company and/or subsidiaries are recognized at cost and deducted 

from equity. Any buying, selling, issuance or cancellation of treasury shares is recognized 

directly in equity. 

 

De-recognition of financial instruments 

 

Financial assets 

 

A financial asset is de-recognized when the contractual rights to the cash flows from the 

financial asset expire or the company has transferred its contractual rights to receive cash flows 

from the financial asset or assumes an obligation to pay the cash flows in full without material 

delay to a third party and has transferred substantially all the risks and rewards of the asset, or 

has neither transferred nor retained substantially all the risks and rewards of the asset, but has 

transferred control of the asset. 

 

Financial liabilities 

 

A financial liability is derecognized when it is extinguished, i.e. when the obligation is 

discharged or cancelled or expires. A financial liability is extinguished when the debtor (the 

Group): 

 

¶ discharges the liability by paying in cash, other financial assets, goods or services; or 

¶ is legally released from the liability. 
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Impairment of financial assets measured at amortized cost 

 

The Group reviews upon each balance sheet date if there is any objective evidence of 

depreciation of a financial asset or a group of financial assets measured at amortized cost. The 

objective evidence of impairment of debt instruments, loans and receivables and investments 

held to maturity, which are presented at amortized cost, exists when one or more events have 

negatively impacted the estimated future cash flow from the asset subsequent to recognition. 

Evidence of impairment includes indications that the debtor is experiencing financial 

challenges, including liquidity issues and failure to make principle or interest payments The loss 

charged to the income statement is measured at the difference between the asset's carrying 

amount and the present value of expected future cash flow (excluding future credit loss not yet 

incurred), discounted using the original effective interest rate of the financial asset (the effective 

interest rate calculated upon initial recognition). If the financial asset bears adjustable interest, it 

is discounted using the current effective interest rate. The carrying amount of the asset is 

reduced by recording a provision (see also above, under allowance for doubtful accounts). In 

subsequent periods, an impairment loss is reversed when appreciation of the asset may be 

objectively attributed to an event which occurred subsequent to recognizing the loss. Such a 

reversal is charged to the income statement, up to the amount of recognized loss.  

 

k. Derivative financial instruments used for hedging purposes: 

 

From time to time, the Group enters into contracts with derivative financial instruments such as 

forward currency contracts (forward) in respect of foreign currency to hedge its risks associated 

with foreign exchange rates. Such financial derivatives are initially recognized at fair value. 

After initial recognition, the financial derivatives are measured at fair value. Derivatives are 

carried in the balance sheet as assets when the fair value is positive and as liabilities when the 

fair value is negative. 

 

Gain or loss arising from changes in fair value of derivatives not designated as hedges are 

immediately charged to the income statement. Hedge accounting is not applied to financial 

derivatives used for economic hedging of financial assets and liabilities. Change in fair value of 

such derivatives is recognized on the income statement when it occurs. 

 

For the purpose of hedge accounting, hedges are classified as: 

 

¶ fair value hedges when hedging the exposure to changes in the fair value of a recognized 

asset or liability or an unrecognized firm commitment (except for foreign currency risk); 

or 

¶ cash flow hedges when hedging exposure to variability in cash flows that is either 

attributable to a particular risk associated with a recognized asset or liability or a forecast 

transaction or the foreign currency risk in an unrecognized firm commitment; or 

¶ hedges of a net investment in a foreign operation. 

 

At the inception of a hedge relationship, the Group formally designates and documents the 

hedge relationship to which the Group wishes to apply hedge accounting and the risk 

management objective and strategy for undertaking the hedge. The documentation includes 

identification of the hedging instrument, the hedged item or transaction, the nature of the risk 

being hedged and how the entity will assess the hedging instrument's effectiveness in offsetting 

the exposure to changes in the hedged item's fair value or cash flows attributable to the hedged 

risk. The hedge effectiveness is assessed regularly in each reporting period. 
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Hedges which meet the criteria for hedge accounting are accounted for as follows: 

 

Hedge of net investment in foreign operation 

 

Hedges of a net investment in a foreign operation, including a hedge of a monetary item that is 

accounted for as part of the net investment, are accounted for similar to cash flow hedges. Gains 

or losses on the hedging instrument relating to the effective portion of the hedge are recognized 

directly in equity and any gains or losses relating to the ineffective portion are recognized on the 

income statement. Upon realization of the foreign operation, the cumulative value of any such 

gains or losses recognized directly in equity is transferred to the statement of income. 

 

l. Leases: 

 

The tests for classifying leases as finance or operating leases depend on the substance of the 

agreements and are made at the inception of the lease in accordance with the principles below as 

set in IAS 17: 

 

Group as lessor 

 

Operating lease 

 

 Lease agreements are classified as an operating lease if the Group does not transfer substantially 

all the risks and rewards incidental to ownership of the leased asset. Direct initial cost incurred 

with respect to the lease agreement, related to investment property, is recognized on the income 

statement. Lease receipts are recognized as revenues on the income statement, using the direct 

line method over the lease term. 

 

m. Business combinations and goodwill: 

 

Business combinations are accounted for by applying the acquisition method pursuant to IFRS 

3. Under this method, the assets and liabilities of the acquired company are measured at fair 

value on the acquisition date and all minority interest in the acquired entity reflects the minority 

shareholders' proportionate interest in the net fair value of these items. The acquisition 

consideration is measured at fair value of the assets transferred, capital instruments issued and 

liabilities generated upon the acquisition date, plus direct acquisition cost. 

 

Goodwill acquired in conjunction with a business merger, is initially measured as the difference 

between acquisition cost of the Group's share of the net fair value of identified assets, identified 

liabilities and contingent liabilities of the acquired business. When acquisition proceeds are 

lower than the Group's share of net fair value of assets of the acquired company, the difference 

is recognized as gain on the income statement (negative goodwill). Following initial 

recognition, goodwill is measured at cost net of accumulated impairment loss, if any. Goodwill 

is not systematically amortized. For review of goodwill impairment, see section s. below. 

 

When realizing a cash-generating unit, the difference between the proceeds and net assets plus 

accumulated translation differences recognized in equity and un-amortized goodwill balance, is 

charged to the income statement. Gain or loss from the sale of part of the cash-generating unit 

include the part of goodwill that is measured based on the relative value of the cash-generating 

unit disposed of.  
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Acquisition of subsidiaries that are not business combinations 

 

Pursuant to IFRS 3, upon acquisition of subsidiaries and operations which do not constitute a 

business, as defined in IFRS 3, the cost of purchase is allocated only to the identifiable assets 

and liabilities of the acquired company on the basis of their relative fair values at the date of 

purchase without allocating any amount to goodwill or deferred taxes, including the minority, if 

existing, according to its share of the fair value of net identifiable assets at the acquisition date. 

Upon acquisition of minority interest in subsidiaries, as set forth above, the difference between 

consideration paid and the amount of the acquired portion of minority interest as of the 

acquisition date is attributed to assets and liabilities as set forth above. 

 

n. Investments in associates: 

 

Associates are companies in which the Group has significant influence over the financial and 

operating policies without having control.  

 

Investments in associates are presented at book value. Under the equity method, the investment 

in the associate is presented in the balance sheet at cost plus changes in the Group's share in net 

assets, including other comprehensive income (loss) of the associate. The equity method is 

applied until material influence ceases, or until the investment is classified as an available-for-

sale investment. 

 

Goodwill relating to the acquisition of an associate is initially measured as the difference 

between the acquisition cost and the Group's share in the net fair value of the associate's 

identifiable assets, liabilities and contingent liabilities. After initial recognition, goodwill is 

measured at cost and is not systematically amortized. Goodwill is reviewed for depreciation as 

part of an investment in the associates as a whole. 

 

The statement of comprehensive income reflects the Group's share in operating results of the 

associate under "Group's share in earnings (loss) of associates", as well as the Group's share in 

other comprehensive income (loss), net related to an associate, which is recognized as other 

comprehensive income (loss) under the appropriate item of the Company's equity. Income and 

loss due to transactions between the Group and the associate are eliminated according to the 

holding share of the associate. 

 

For associates where a loss was incurred in excess of their equity, the Company recognized its 

share in the loss of said associates, up to the amount of its investment in these associates plus 

any loss the Company may incur due to guarantees or other financial support provided with 

respect to these associates, up to the amount of such guarantees or other financial support. For 

this purpose, the investment includes long-term receivable monetary items (such as loans 

granted), which are not intended to be disposed of and are not expected to be repaid in the 

foreseeable future. 

 

The financial statements of the Company and of the associates are prepared as of the same dates 

and periods. Accounting policy in financial statements of associates has been applied uniformly 

and consistently with the policy applied to the Group's financial statements. 
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o. Investment property: 

 

An investment property is property (land or a building or both) held by the owner (lessor under 

an operating lease) or by the lessee under a finance lease to earn rentals or for capital 

appreciation or both rather than for use in the production or supply of goods or services or for 

administrative purposes; or sale in the ordinary course of business. 

 

Rights in real estate held by a lessee (the Group) under an operating lease from the Israel Land 

Administration are classified as investment property when said rights are held for deriving rent 

or for appreciation, or both, and not for use in production or delivery of goods or services or for 

any administrative purpose, nor for sale in the normal course of business. The Group uses the 

fair value model for these rights. 

 

Investment property is measured initially at cost, including costs directly attributable to the 

acquisition. After initial recognition, investment property is stated at fair value which reflects 

market conditions at the balance sheet date. Gains or losses arising from changes in fair value of 

investment property are included in the statement of income when they arise. Investment 

property is not systematically amortized. 

 

Investment property under development, designated for future use as investment property, is 

also measured at fair value, as set forth above, provided that fair value may be reliably 

measured. However, if fair value may not be reliably measured - due to nature and scope of 

project risk - such property is measured at cost, net of impairment loss, if any, until its 

development has been completed, or until its fair value may be reliably measured, whichever is 

earlier. 

 

Investment property is de-recognized upon realization, or when its use is discontinued and no 

future economic benefits from its realization are expected. The difference between net proceeds 

from realization of the property and its carrying amount is recognized on the statement of 

comprehensive income, in the period when the property is de-recognized. 

 

In order to determine the fair value of investment property, the Group utilizes valuations by 

outside independent appraisers who hold a recognized and relevant professional qualifications.  

 

p. Fixed assets: 

 

Fixed asset items are presented at cost plus direct acquisition costs, less accumulated 

depreciation, less accumulated impairment loss and less investment grants received for them, 

and exclude expenses for on-going maintenance. Cost includes spare parts and equipment which 

may only be used in conjunction with machinery and equipment. 

 

Depreciation is calculated at equal annual rates based on the straight line method over the useful 

life of the asset, as follows: 

 

  %   

     

Offices  2   

Motor vehicles  15   

Computers, office furniture and equipment  6-33  (mostly 33%) 

Gas station  2-10  (mostly 2%) 

Photo-voltaic installations  6-20  (mostly 20%) 
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Leasehold improvements are amortized using the straight line method over the lease term 

(including any optional extension term available to the Group which it intends to exercise), or 

over the expected useful life of the improvements - whichever is shorter.  

 

Fixed asset items having a significant cost relative to total item cost, are depreciated 

individually using the component method. Depreciation for such assets is calculated using the 

straight line method at annual rates considered sufficient to depreciate assets over their expected 

useful life.  

 

The useful life, depreciation method and residual value of each asset are reviewed at least at the 

end of each year, and changes are treated as changes to accounting estimates on hence forward 

basis. For review of fixed assets for impairment, see section t. below. 

 

Asset depreciation ceases upon the earlier of the date on which the asset is classified as held for 

sale and the date on which the asset is disposed. An asset is de-recognized on the financial 

statements upon its sale date or when no further economic benefits are expected from use of the 

asset. Gain or loss due to disposal of the asset (calculated as the difference between net proceeds 

from disposal and the amortized carrying cost) is included in the statement of operations in the 

period in which the asset was disposed. 

 

q. Inventories of buildings under construction: 

 

Inventories of buildings under construction are presented at cost. Cost of inventories of 

buildings under construction includes borrowing cost related to financing of property 

construction through its completion, planning and design cost, indirect allocated construction 

cost and other related cost. 

 

r. Borrowing costs in respect of qualifying assets: 

 

A qualifying asset is an asset that requires a significant period of time for its preparation for its 

intended use or sale and includes fixed assets and inventories whose preparation for sale 

requires a lengthy period of time. 

 

The capitalization of borrowing costs commences when cost has been incurred with respect to 

the actual property, activities necessary to prepare the property have started and borrowing cost 

has been incurred, and ceases when substantially all the activities necessary to prepare the 

qualifying asset for its intended use or sale are complete. The capitalized amount of borrowing 

cost during the reported period includes, in addition to direct borrowing cost, also general 

borrowing cost based on a weighted discount rate. 

 

The Group capitalizes borrowing costs related to acquisition or construction of qualifying 

assets, see also Note 7d(2). Such capitalization relates to qualifying assets whose capitalization 

start date is on or after January 1, 2009; borrowing cost with respect to qualifying assets whose 

capitalization start date is prior to said date continue to be recognized on the income statement 

as they are incurred, in line with the Group's previous policy. 

 

s. Intangible assets: 

 

Intangible assets acquired in conjunction with business mergers are included at fair value on the 

acquisition date. Subsequent to initial recognition, intangible assets are presented at cost, net of 

accumulated impairment loss, if any. 
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Intangible assets have an un-specified useful life based on management estimate. Non-tangible 

assets with unspecified useful life are not methodically amortized and are subject to review of 

depreciation annually and at any time when there are indications of a potential depreciation. The 

useful life of such assets is reviewed annually to ascertain the validity of the assessment of the 

useful life as remaining un-specified. If events and circumstances no longer support such 

assessment, the change to useful life, from unspecified to specified, is treated as a change to 

accounting estimate going forward, and depreciation is also reviewed on the same date, and the 

asset is methodically amortized over its expected useful life. 

 

Gain or loss due to disposition of intangible assets is measured as the difference between the net 

realization proceeds and the item cost, and are recognized in the income statement. 

 

t. Impairment of non-financial assets: 

 

The Company examines the need for review of impairment of non-financial assets when events or 

changed circumstances indicate that their carrying amount is not recoverable. If the carrying amount 

of non-financial assets exceeds their recoverable amount, the assets are reduced to their recoverable 

amount. The recoverable amount is the higher of the net selling price and the value in use. In 

measuring value in use, the estimated future cash flows are discounted using a pre-tax discount rate 

that reflects the risks specific to the asset. The recoverable amount of an asset that does not generate 

independent cash flows is determined for the cash-generating unit to which the asset belongs. 

Impairment loss is recognized on the income statement. 

 

Impairment loss for an asset, other than goodwill, is only reversed when changes have occurred in 

estimates used to determine the recoverable amount of said asset since the most recent date on which 

impairment loss has been recognized. Such reversal of loss is limited to the amount of asset 

impairment previously recognized (net of depreciation or amortization), or to the recoverable 

amount of the asset - whichever is lower. Such loss is recognized on the income statement.  

 

The following unique criteria are applied in assessing impairment of the following specific assets: 

 

1. Goodwill with respect to subsidiaries: 

 

For the purpose of impairment review, goodwill acquired upon business combination is 

allocated, upon acquisition, to each of the cash-generating units of the Group which are 

expected to benefit from the business combination. 

 

The Company reviews goodwill for impairment annually on December 31, or more 

frequently, if events or changed circumstances indicate impairment. 

 

Impairment of goodwill is determined by reviewing the recoverable amount of the cash-

generating unit (or group of cash-generating units) to which the goodwill is attributed. When 

the recoverable amount of the cash-generating unit (or group of cash-generating units) is 

lower than the carrying amount of the cash-generating unit (or group of cash-generating units) 

to which the goodwill was attributed, impairment loss is recognized which is primarily 

attributed to goodwill. Goodwill impairment losses are not reversed in subsequent periods. 
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2. Associates: 

 

The Company determines, after applying the book value method, if there is a need to 

recognize an additional loss for depreciation of investment in affiliated companies. The 

Company determines at each balance sheet date whether there is any objective evidence 

that the investment in an associate is impaired. Impairment review is conducted for the 

entire investment, including goodwill attributed to the associate. If needed, a depreciation 

loss is recognized in the amount of the difference between the fair value of the investment 

in the associate and its book value. The recoverable amount is the higher of the net selling 

price and the value in use, calculated based on the estimated value of net cash flows 

generated by the associate. Such impairment loss is not specifically allocated to goodwill 

included in the investment, and may be reversed in subsequent periods, up to the full 

impairment amount, should the recoverable amount of the investment increase. The loss, 

or its reversal, is recognized in the statement of income under the Group's share in 

earnings (losses) of associates. 

 

u. Non-current assets and/or assets held for sale: 

 

A non-current asset or disposal group is classified as held for sale if their carrying amount will 

be recovered principally through a sale transaction rather than through continuing use. For this 

to be the case, the assets must be available for immediate sale in their present condition, the 

Company must be committed to sell, there is a program to locate a buyer and it is highly 

probable that their sale will be completed within one year from the date of classification. These 

assets are not depreciated starting on their initial classification date, and are separately presented 

on the balance sheet as current assets, at their carrying amount or fair value less selling cost, 

whichever is lower. When the carrying amount is higher than the fair value net of selling cost, 

impairment loss equal to this difference and attributed to the asset (or group of assets) is 

recognized. The respective liabilities are presented separately in the balance sheet in a similar 

manner. Furthermore, balances with respect to other comprehensive income (loss) are presented 

separately on the statement of changes to equity. 

 

Investment property presented by the fair value model and classified as a non-current asset held 

for sale, as above, continues to be presented by this model separately in the balance sheet as 

assets classified as held for sale. 

 

v. Taxes on income: 

 

Taxes on income in the income statement include both current and deferred taxes. Tax results 

for current or deferred taxes are recognized in the income statement, unless they refer to items 

directly recognized in equity. In such case the tax impact is also charged to the applicable equity 

item. 

 

1. Current taxes: 

 

The current tax liability is measured using the tax rates and tax laws that have been 

enacted or substantively enacted by the balance sheet date as well as adjustments required 

in connection with the tax liability with respect to previous years. 
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2. Deferred taxes: 

 

Deferred taxes are calculated for temporary differences between amounts included in 

financial statements and amounts accounted for tax purposes. Deferred taxes are directly 

recognized in equity if the tax relates to items that are recognized in equity. 

 

Deferred tax balances are measured at the tax rates that are expected to apply to the period 

when the taxes are taken to the income statement or to equity, based on tax laws that have 

been enacted or substantively enacted by the balance sheet date. The amount for deferred 

taxes in the income statement represents the changes in said balances during the reported 

period, excluding in respect of changes attributable to items carried directly to equity. 

 

Deferred tax assets are reviewed at each reporting date and are amortized if it is no longer 

probable that the related tax benefit will be realized. Concurrently, temporary differences 

(such as carry-forward tax loss) for which no deferred tax assets have been recognized are 

reviewed, and if they are expected to be realized - an appropriate deferred tax asset is 

recognized. Any such amortization or recognition are recognized under "taxes on 

income". 

 

Calculation of deferred taxes does not account for taxes which would have been 

applicable in case of realization of investments in held companies, provided that 

liquidation of investments in said held companies is not expected in the foreseeable 

future.  Furthermore, deferred taxes with respect to gain distribution by investee 

companies as dividends have not been accounted for, since dividend distribution does not 

entail additional tax liability, or due to Company policy not to initiate dividend 

distributions which entail additional tax liability. 

 

All deferred tax assets and deferred tax liabilities are presented on the balance sheet as 

non-current assets and as non-current liabilities, respectively. Deferred taxes are offset on 

the balance sheet if there is a legal, enforceable right to offset a current tax asset against a 

current tax liability and if the deferred taxes relate to the same taxable entity and to the 

same tax authority. 

 

w. Liabilities with respect to employee benefits: 

 

The Group has several employee benefit plans:  

 

1. Short-term benefits to employees: 

 

Short-term benefits to employees include salary, paid leave, sick pay, vacation pay and 

employer contributions to National Insurance, and are recognized as expenses upon 

provision of service. Liabilities for cash bonus are recognized when the Group has a legal 

or implied obligation to pay said amount for service rendered by the employee in the past, 

and when the amount can be reliably measured. 

 

2. Post-employment benefits: 

 

The plans are usually financed by deposits with insurance companies, and are classified 

as defined contribution plans or as defined benefit plans. 
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The Group has defined contribution plans pursuant to Section 14 of the Severance Pay 

Law, whereby the Group makes fixed contributions and has no legal or implied liability 

to make any additional payments, even if the fund does not have sufficient amounts to 

pay all employee benefits relating to employee service in the current and previous 

periods. Deposits to a defined contribution plan in respect of severance pay or benefits are 

recognized upon deposit to the plan, concurrently with receiving employee service and no 

additional provision is required to be made in the financial statements.  

 

Furthermore, the Group operates a defined benefit plan for severance pay, in accordance 

with the Severance Pay Law. By law, employees are eligible to receive severance pay 

upon termination or upon retirement. Severance pay liability is presented using the 

actuarial value of the anticipated eligibility unit. The actuarial calculation accounts for 

future wage increments and employee departure rates, based on the estimated payment 

timing. Amounts are presented based on discounting of expected future cash flows, using 

the interest rate on government bonds whose maturity is close to the term of the severance 

pay liability. 

 

The Company makes contributions for its severance pay liabilities for some employees to 

pension funds and insurance companies ("plan assets"). Plan assets are assets held by a 

long-term employee benefit fund and by qualifying insurance policies. Plan assets are not 

available to Group creditors, and may not be directly paid to the Group. 

 

The liability in respect of employee benefits presented in the balance sheet reflects the 

present value of the defined benefit liability, net of the fair value of plan assets, less cost 

of past service and unrecognized actuarial gain or loss. 

 

Actuarial gain or loss is recognized based on the "corridor method". The Group only 

recognizes the amount of net actuarial gain or loss deferred in previous periods, which 

exceed 10% of the higher of: 

 

¶ The present value of commitment with respect to defined-benefit plans to employees 

as of the start of the period, or 

¶ The present value of plan assets as of the start of the period. 

 

The amount recognized on the income statement for the period is the aforementioned 

amount for each plan separately, divided by the average number of expected years in 

service of employees. 

 

3. Severance pay benefits: 

 

Termination benefits are recognized as an expense when the Group is demonstrably 

committed, without realistic possibility of withdrawal, to a formal detailed plan to 

terminate employment before the normal retirement age. Termination benefits for 

voluntary redundancies are recognized as an expense if the Group has made an offer 

encouraging voluntary redundancy, it is probable that the offer will be accepted, and the 

number of acceptances can be estimated reliably. 
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x. Revenue recognition: 

 

Revenues are recognized in the income statement when the revenues can be measured reliably, 

it is probable that the economic benefits associated with the transaction will flow to the 

Company and the costs incurred or to be incurred in respect of the transaction can be measured 

reliably. Revenues are measured at the fair value of the consideration received, less discounts.  

 

The following are specific revenue recognition criteria for the following revenue types: 

 

Revenues from rental fees under operating lease 

 

Rental revenue is recognized on a straight-line basis over the lease term.  

 

Revenues from service provision (including management fee) 

 

Revenues from service provision are recognized according to the rate of completion of the 

transaction on the balance sheet date. Under this method, revenues are recognized in the 

reporting periods in which the services are rendered. If the contract outcome may not be reliably 

measured, revenue is recognized up to the amount of expenses incurred and recoverable. 

 

Revenues from sale of land / residential apartments 

 

Revenues from sale of land / residential apartments are recognized, with regard to the land unit / 

residential apartment, when the principal risks and rewards of ownership have been passed to 

the buyer. Revenues are recognized when significant uncertainties regarding the collection of 

the consideration no longer exist, the related costs are known and if there is no continuing 

managerial involvement with the real estate/residential apartment delivered. These criteria are 

usually met once a significant portion of construction has been completed, the residential 

apartment has been delivered to the buyer and the buyer has fully paid the consideration for the 

apartment. 

 

Interest income 

 

Interest income with respect to financial assets is recognized on accrual basis, using the 

effective interest method. 

 

Dividend income 

 

Dividend income from non-equity accounted investments (investments classified as available-

for-sale financial assets) is recognized upon the effective date for dividend eligibility. 

 

y. Financial income and expenses: 

 

Financial income comprises interest income on funds invested (including financial assets held 

for sale), dividend income, gains on the disposal of financial assets held for sale, changes in the 

fair value of financial assets at fair value through profit or loss, foreign currency gain and gain 

from hedging instruments that are recognized on the income statement.  

 

Changes in fair value of financial assets measured at fair value through profit or loss also 

include dividend and interest income. 
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NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.)  

 

Financial expenses comprise interest expense on borrowings, unwinding of the discount on 

provisions, changes in the fair value of financial assets stated at fair value through profit or loss 

and impairment loss from financial assets. 

 

Gains and losses from exchange rate differences are reported net. 

 

z. Operating segments: 

 

An operating segment is a Group component which meets these three criteria: 

 

1. Engages in business activity with respect to which it may derive revenues and incur 

expenses, including revenues and expenses related to transactions between Group 

companies; 

 

2. Its operating results are regularly reviewed by the Group's chief operational decision 

maker, for the purpose of deciding on resources allocated there to and for performance of 

the performance there of; and 

 

3. For which separate financial information is available. 

 

aa. Earnings (loss) per share: 

 

Earnings per share are calculated by dividing the net income attributable to Company 

shareholders by the weighted number of Ordinary shares outstanding during the period. Basic 

earnings per share only include shares that were actually outstanding during the period. 

Potential Ordinary shares (convertible securities, such as convertible debentures) are only 

included in the computation of diluted earnings (loss) per share when their conversion dilutes 

earnings per share by decreasing earnings per share or increasing loss per share from continued 

operations. Furthermore, potential Ordinary shares that are converted during the period are 

included in diluted earnings per share only until the conversion date and from that date in basic 

earnings per share. The Company's share in profits of investee companies has been calculated 

based on its share of earnings per share of said investees multiplied by the number of shares 

held by the Company. 

 

bb. Provisions: 

 

A provision in accordance with IAS 37 is recognized when the Group has a present legal or 

constructive obligation as a result of a past event and it is probable that an outflow of resources 

embodying economic benefits will be required to settle the obligation and a reliable estimate 

can be made of the amount of the obligation. If the impact is material, provisions are measured 

by discounting expected future cash flows, using a pr-tax discount rate which reflects market 

estimates as to the time value of money, and in some cases even specific risk associated with the 

obligation.  

 

The following types of provisions have been included on the financial statements: 

 

Warranty 

 

The Group recognizes a provision for warranty with respect to sale of apartments. 
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NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.)  

 

Lawsuits 

 

A provision for lawsuits is recognized when the Group has a current legal obligation or an 

implied obligation due to an event which has occurred in the past, when use of financial 

resources in order to discharge the obligation is more likely than not, and the obligation may be 

reliably estimated. When the impact of time value is material, the provision amount is measured 

at its present value. 

 

cc. Disclosure of new IFRS in the period prior to their adoption: 

 

IFRS 3 (Revised) - Business Combinations and IAS 27 (Revised) - Consolidated and Separate 

Financial Statements 
 

IFRS 3 (Revised) and the amendments to IAS 27 ("the Standards") will be effective for 

financial statements for periods beginning on January 1, 2010. The combined early adoption of 

the two Standards is permitted from the annual financial statements for periods beginning on 

January 1, 2008. 

 

The principal changes expected to take place following the adoption of the Standards are: 

 

- Definition of a business was expanded to include activities and assets not managed as a 

business, provided that the seller is capable of operating them as a business. 

 

- IFRS 3 currently prescribes that goodwill, as opposed to the acquired company's other 

identifiable assets and liabilities, will be measured as the excess of the cost of the 

acquisition over the acquirer's share in the fair value of the identifiable assets, net on the 

acquisition date. In accordance with the standards, one may elect, individually for each 

business combination transaction, to measure the rights which do not confer control, and 

goodwill derived there from, based on the full fair value or pro-rata to the acquired 

portion of the fair value of identified assets, net upon the acquisition date. 

 

- A contingent consideration in a business combination will be measured at fair value and 

changes in the fair value of the contingent consideration, which do not represent 

adjustments to the acquisition cost in the measurement period, will not be simultaneously 

recognized as goodwill adjustment. In cases where the contingent consideration 

constitutes a liability, it shall be presented at fair value, and any changes there to shall be 

recognized on the income statement.  

 

- Direct acquisition costs attributed to a business combination transaction will be 

recognized in the income statement as incurred as opposed to the previous requirement of 

carrying them as part of the consideration of the cost of the business combination, which 

has been removed. 

 

- Subsequent recognition of a deferred tax asset with respect to temporary differences 

acquired, which did not meet the recognition criteria upon acquisition, shall be made 

against the income statement, rather than as adjustment of goodwill. 

 

- A minority transaction, whether a sale or an acquisition, will be accounted for as an 

equity transaction and will therefore not be recognized in the income statement or have 

any effect on the amount of goodwill, respectively. 
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NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES ( Cont.)  

 

- A subsidiary's losses, although resulting in the subsidiary's deficiency, will be allocated 

between the parent company and minority interests, even if the minority has not 

guaranteed or has no contractual obligation of sustaining the subsidiary or carrying out 

another investment. 

 

- Upon the loss or gaining of control of a subsidiary, the remaining investment in the 

subsidiary, if any, will be revalued to fair value against gain and loss from the sale and 

this fair value will represent the cost basis for the purpose of subsequent treatment.  

 

The Standards were adopted prospectively and will affect future acquisitions and transactions 

with minority shareholders. 

 

dd. Reclassification: 

 

The Company reclassified balances with regard to taxes payable and deferred tax liabilities on 

the balance sheet as of December 31, 2008 in order to correctly reflect these balances. 

 

This reclassification resulted in a decrease in taxes payable against an increase in deferred tax 

liabilities, amounting to NIS 11.5 million. 

 

 

NOTE 3:- CASH AND CASH EQUIVALENTS  

 

  December 31, 

  2009  2008 

  NIS in thousands 

     

Cash on hand  76,776  62,726 

Cash equivalents - short-term deposits  4,562  85,671 

     

  81,338  148,397 
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NOTE 4:- SHORT-TERM INVESTMENTS  

 

   December 31, 

   2009  2008 

   NIS in thousands 

      

a. Investments in available-for-sale securities (1)   -  102,250 

      

b. Investments in financial assets measured at fair value through 

profit or loss (1)  155,018  - 

      

c. Cash equivalents - deposits      

      

 Current maturities of long-term deposits with banks  73,502  70,779 

 Deposit to secure loan granted in Canada  118,961  - 

 Deposits to secure future payments (2)   22,756  21,054 

 Short-term deposits  2,211  1,971 

 Restricted deposit (3)  20,664  5,554 

      

   238,094  99,358 

      

   393,112  201,608 

 

 )1(  Composition: 

 

  December 31, 

  2009  2008 

  NIS in thousands 

     

Negotiable shares  90,165  53,079 

Negotiable debentures (4)  64,853  49,171 

     

  155,018  102,250 
 

)2( Includes NIS 13.7 million in a CAD-denominated deposit held in trust, to secure payment 

of future on-going expenses, in accordance with the non-recourse loan agreements, see 

Note 22b(4) (in 2008 - NIS 11 million). 

 

NIS 3.4 million in US$-denominated restricted deposit to secure future payments in 

accordance with loan agreements (in 2008 - NIS 4.4 million). In 2008, NIS 5.7 million in 

Euro-denominated restricted deposit to secure acquisition transaction. 

 

)3(  In 2009, includes restricted deposit with respect to bank assistance for Yuvaley 

HaShomron project, amounting to NIS 20.5 million, see also Note 7d(2). 

 

)4(  As of December 31, 2009, the balance includes Mirland debentures amounting to NIS 30 

million (in 2008, presented at its value as a liability - NIS 39 million). The market value 

of these debentures, traded on the Tel Aviv Stock Exchange, was NIS 20.2 million in 

2008, see also Note 9d(4). 
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NOTE 5:- TRADE RECEIVABLES  

 

  December 31, 

  2009  2008 

  NIS in thousands 

     

Tenants (1):     

 Open debts  40,871  47,093 

 Checks receivable  21,478  14,339 

     

  62,349  61,432 

Less - allowance for doubtful accounts   29,460  20,033 

     

Trade receivables, net  32,889  41,399 

     

Customers  14,036  33,589 

Buyers *)  100,744  51,327 

     

  147,669  126,315 

 

*)  In 2009, includes NIS 87 million with respect to sale of land, see also Note 7d(6). 

 In 2008, includes NIS 50.2 million with respect to sold building.  

 

Impairment is treated by recording of an allowance for doubtful accounts. 

 

The movement in the allowance for doubtful accounts is as follows: 

 

  
NIS in 

thousands 

   

Balance as of January 1, 2008  27,259 

   

Charge for the year  13,180 

Recognized bad debt which was written-off  (16,898) 

Reversal with respect to doubtful debt collected  (2,085) 

Adjustments from translation of financial statements   (1,423) 

   

Balance as of December 31, 2008  20,033 

   

Charge for the year  13,274 

Recognized bad debt which was written-off  (2,417) 

Reversal with respect to doubtful debt collected  (2,540) 

Adjustments from translation of financial statements   1,110 

   

Balance as of December 31, 2009  29,460 
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NOTE 5:- TRADE RECEIVABLES (Cont.)  

 

An analysis of past due but not impaired trade receivables (allowance for doubtful accounts), trade 

receivables, net, by extent of arrears with reference to balance sheet date: 

 

  Trade 

receivables 

not past due 

(no collection 

in arrears) 

    

   Past due trade receivables with arrears of   

   

Under 

30 days  

30 ï 60 

days  

60 ï 90 

days  

90 ï 120 

days  

Over 

120 days  Total 

  NIS in thousands 

               

December 31, 2009  -  6,475  7,249  5,719  6,010  7,435  32,889 

               

December 31, 2008  -  13,832  8,374  5,255  4,745  9,193  41,399 

 

 

NOTE 6:- OTHER ACCOUNTS RECEIVABLE  

 

  December 31, 

  2009  2008 

  NIS in thousands 

     

Current maturities of long-term deposits in Canada (1)  -  118,157 

Current maturities of State of Israel debt via Ministry of Defense and 

REFAEL (1)  4,373  24,771 

Current maturities of other long-term buyers (1)  1,466  1,353 

Current maturities of loan to associate  16,837  - 

Receivables with respect to land (see Note 7d(3))  23,367  - 

Institutions - VAT  5,770  8,662 

Partner debt  22,533  14,101 

Interest receivable  19,878  32,756 

Accrued revenues  12,718  10,609 

Prepaid expenses   6,442  9,914 

Other accounts receivable  12,574  8,362 

     

  125,958  228,685 

 

)1(  See also Note 8. 
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NOTE 7:- INVENTORIES OF APARTMENTS FOR SALE AND INVENTORIES OF LAND FOR 

RESIDENTIAL CONSTRUCTION  

 

   December 31, 

   2009  2008 

   NIS in thousands  

a. Inventories of apartments for sale     

      

 Migdaley Tel Aviv project (d.6a)  21,168  19,768 

 Project in Manhattan  17,682  18,246 

      

   38,850  38,014 

b. Inventories of land for construction     

      

 Land in Tzur Yitzhak (d.2)  37,111  36,982 

 Land in Macedonia (d.3)  -  20,516 

 Land in Germany (d.4)  55,282  47,347 

 Land in Thailand (d.5)  93,575  78,305 

      

   185,968  183,150 

c. Inventories of land for construction - long term      

      

 Land in Florida (d.1)  81,868  91,069 

 Land in Tzur Yitzhak (d.2)  76,875  60,596 

 Land in Tel Aviv (d.6)  12,208  73,752 

 Other land in Israel  7,390  7,390 

      

   178,341  232,807 

 

d. Additional information: 

 

1. Land in Florida: 

 

 In January 2006, a partnership wholly-owned by the Company signed an agreement with 

a private company, to acquire 49.9% of the rights in a company which owns all rights to 

another company which owns land with an area of 9,000 m
2
 in Fort Lauderdale, Florida, 

designated for construction of a hotel, residential and retail space as well as service areas 

and parking facilities. 
 

 In 2007, the private company and the Company sold 10% of the partnership owned there 

by (5% each). Consequently, the Company owns 44.9% of the partnership. 
 

 In 2009 and 2008, a provision for impairment amounting to NIS 11 million and NIS 14 

million, respectively, was recorded and charged to the income statement. 

 

2. Land in Tzur Yitzhak: 

 

 On February 25, 2007, the Company established a limited partnership ("the Partnership") 

in which about 90% of the rights are held by the Company as a limited partner. The 

General Partner in this partnership is a company 90% owned by the Company. On 

February 25, 2007, the Partnership entered into an agreement with Moshav Tzur Yitzhak 

("the Moshav"), whereby the Partnership would acquire from the Moshav its rights to 

land located West of the Moshav and North of Kochav Yair, designated for construction 

of 890 residential units as well as retail space, subject to approval of an urban zoning 

plan. 
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NOTE 7:- INVENTORIES OF APARTMENTS FOR SALE AND INVENTORIES OF LAND FOR 

RESIDENTIAL CONSTRUCTION (Cont.)  

 

 In consideration for the acquisition of rights, the Partnership has undertaken to construct 

the project and pay the Moshav 7.5% of the proceeds from the sale of the apartments 

and/or the lease of commercial spaces pursuant to the dates and terms stipulated in the 

agreement signed between the parties. 

 

In October 2009, the Partnership started construction of Phase I of the project, which is 

assisted by a bank under the closed assistance scheme, whereby it would construct 132 

homes and other residential units in low-rise buildings, and later on would construct the 

remainder of the units, primarily in low-rise apartment construction. Investment in Phase 

I of the Project is estimated at NIS 130 million, and the overall investment in the project, 

including the amount payable by the partnership to the Moshav, as set forth above, is 

estimated at NIS 750 million. Out of the estimated investment amount for construction of 

Phase I of this project, the partnership has invested through December 31, 2009 a total of 

NIS 25 million. 

 

Through the publication date of this report, the Partnership has entered into agreements 

for sale of 96 residential units, for total consideration amounting to NIS 93 million, for 

which it received down payments amounting to NIS 20 million in total. 

 

 In 2009, the Partnership capitalized financing expenses amounting to NIS 300 thousand 

under construction cost. 

 

3. Land in Macedonia: 

 

A foreign subsidiary, 95% owned by the Company and 5% owned by a private company 

wholly owned by the controlling shareholder of the Company, signed an agreement with 

the Government of Macedonia to acquire land, located near Skopje - the capital of 

Macedonia - for consideration amounting to ú 3.7 million (NIS 20 million). Due to breach 

of this agreement by the Government of Macedonia, including mismatches of 

representations made by the Government of Macedonia with regard to land measurement 

and description in the agreement, with the way the land is recorded in the land registry, 

the foreign subsidiary has filed a claim in a local court, seeking termination of the 

agreement and reimbursement of the proceeds paid by the foreign subsidiaries for the 

land, as well as the bank guarantee provided there by upon signing the agreement. The 

Company believes, based on the opinion of legal counsel, that the Company has a solid 

legal right to termination of the agreement and to reimbursement of the amount paid, plus 

interest. 
 

The land was reclassified in the financial statements from "inventories of land for 

construction" to "other accounts receivable". 

 

4. Land in Germany: 

 

In January 2008, a wholly-owned foreign subsidiary of the Company signed an 

agreement to acquire shares of a German resident company which owns land with an area 

of 7,000 m
2
 with a building there upon with a built area of 2,500 m

2
 located in a luxury 

residential neighborhood in Berlin. The total acquisition price (for 100% of shares of the 

acquired company) amounted to ú 7.1 million (NIS 39 million). The subsidiary also paid, 

through the balance sheet date, ú 0.4 million (NIS 2.3 million) for fees and other expenses 

related to planning of this project.  
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NOTE 7:- INVENTORIES OF APARTMENTS FOR SALE AND INVENTORIES OF LAND FOR 

RESIDENTIAL CONSTRUCTION (Cont.)  

 

During the reported period, the company received construction permits, additional 

building rights in the land and the required approvals for conversion of the existing 

building and construction of two other buildings in a high-end residential complex with a 

total built area of 4,400 m
2
. In view of current market uncertainty, as of the balance sheet 

date the subsidiary has yet to start work on said conversion and construction, and would 

continue to review execution of this work, or options for sale of the land, based on market 

conditions and on its assessment of the feasibility of project construction. 

 

5. Land in Thailand: 

 

In August 2008, a wholly-owned, Israel-resident subsidiary of the Company entered into 

a set of agreements with 3 Thailand-resident companies which own rights to land located 

in Bangkok, Thailand. In conjunction with the agreement, the buyer paid to current 

shareholders of the venture companies THB 665.5 million (NIS 70 million) in 

consideration for transfer of 50% of equity and voting rights in the venture companies 

(directly and indirectly) and for assignment to the buyer of 50% of owners' loans and 

advance payments provided by the partner to the venture companies. In addition, the 

buyer provided to the venture companies, through the publication date of these financial 

statements, an additional THB 382 million (NIS 40.4 million) and the partner 

concurrently provided an identical amount. 

 

The plan is to construct on the 13,800 m
2
 of land, located at the business and financial 

center of Bangkok, a project with a total built area of 138,000 m
2
. At the center of this 

project is construction of a 77-story skyscraper, expected to be the tallest building in 

Bangkok, including a 154-room hotel and 195 luxury apartments of 1 or 2 floors. The 

project would also include 10,000 m
2
 of retail space, parking space and public space. 

 

The cost of land designated for construction and sale of apartments accounts for 60% of total 

land cost. 

 

6. Land in Tel Aviv: 

 

a) The Tel Aviv Towers project is located in Nachlat Yitzhak, Tel Aviv on land owned by 

the Company, on which 4 residential towers of 112 residential units each may be 

constructed, as well as a 7-story office building, a sports center adjacent to the project, 

whose construction was completed in April 2003, a commercial center on the ground 

floor, whose construction was completed in the second quarter of 2001, and 

underground parking. At this stage, only two residential buildings have been completed 

in 2003.  

 

On October 26, 2009, the Company entered into agreement whereby it granted to 

two companies engaged in putting together buyer groups, an option to acquire the 

land designated for construction of Tower C. The Company also granted to the 

option buyers the right to acquire another option to acquire land designated for 

construction of Tower D (the western tower). 
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NOTE 7:- INVENTORIES OF APARTMENTS FOR SALE AND INVENTORIES OF LAN D FOR 

RESIDENTIAL CONSTRUCTION (Cont.)  

 

On December 31, 2009, the option buyers exercised their right, pursuant to the 

option agreement, to buy the land designated for construction of Tower Company, 

as set forth above, for consideration of NIS 95 million, and on the same date, 

NIS 9.5 million was paid to the Company. NIS 38 million was paid to a trustee, 

who transferred said amount to the Company on January 4, 2010; the balance of 

the consideration is deposited with a trustee, and will be transferred to the 

Company subject to provision of tax and municipality approvals by the Company. 

The option to acquire Tower D may be exercised through April 30, 2010 for 

consideration of NIS 107.5 million. For the option to acquire Tower D, the 

Company was paid NIS 3 million, which would be deemed as down payment 

should the option be exercised, and would be forfeited to the Company should the 

option not be exercised. 

 

b) Land in Kfar Shalem, which is 50% owned by a partnership, is designated for 

residential use, including 98 residential units and 500 m
2
 designated for commercial 

use. As of the date of these financial statements, construction work has yet to start. 

 

 

NOTE 8:- DEPOSITS AND RECEIVABLES 

 

Composition: 

 
    December 31, 2009  December 31, 2008 

  Linkage basis  

Coupon 
and 

effective 
interest 

rate  Balance  

Balance 

net of 
current 

maturities  Balance  

Balance 

net of 
current 

maturities 

    %  NIS in thousands  NIS in thousands 

             
Bank deposits  CPI  3.87  1,461,149  1,387,647  1,478,224  1,407,445 
State of Israel - via Ministry of Defense 

and REFAEL   CPI  3.50  4,373  -  28,984  4,213 
Other buyers   CPI  4.75  5,771  4,305  7,060  5,707 
Long-term deposits  CAD  -  -  -  118,157  - 
Forward transaction  THB    8,618  8,618  -  - 
Partner debt in jointly controlled entities  US$ / CPI / THB  2.41  122,311  122,311  83,414  83,414 
Other accounts receivable  EUR / CHF  2.5  4,905  4,905  -  - 

             
      1,607,127  1,527,786  1,715,839  1,500,779 
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NOTE 9:- INVESTMENTS IN INVESTEES  

 

a. Composition: 

 

  Associates 

  December 31, 

  2009  2008 

  NIS in thousands  

Details of investments:     

     

Shares  385,179  381,281 

Loans (including interest)  329,068  266,450 

     

  714,247  647,731 

 

b. Changes in investments in 2009: 

 

  Associates 

  
NIS in 

thousands 

   

Balance at beginning of year  647,731 

   

Transactions during the year:   

 Investments:   

 In equity  101,490 

 Owner's loans  72,147 

  Realized investment  )22,102( 

 Company's share in losses, net  )112,063( 

 Gain from change in holding rate in associate  41,590 

 Adjustments from translation of financial statements  )8,742( 

 Loan revaluation and interest  )5,804( 

   

Balance at end of year  714,247 

 

c. Summarized information of the financial statements of the associates: 

 

  December 31, 

  2009  2008 

  NIS in thousands  

The Company's share in the balance sheet of the associates based 

on the interests therein as of balance sheet date: 
    

Current assets  280,355  344,666 

Non-current assets  1,229,182  605,294 

Current liabilities
  

)282,261(  )130,793( 

Non-current liabilities  )842,098(  )437,886( 

     

Net assets  385,178  381,281 
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NOTE 9:- INVESTMENTS IN INVESTEES (Cont.)  

 

  Year ended December 31, 

  2009  2008  2007 

  NIS in thousands 

       

The Company's share in the operating results of the 

associates based on the interests there in during 

the year:  

    

  

Revenues  64,108  42,321  103,106 

       

Net income (loss)
 

 )112,063(  )205,070(  73,256 

 

d. Fair value of investment in associate for which a market price is available on stock exchange: 

 

Mirland: 

 

  December 31, 2009  December 31, 2008 

  Balance  Fair  value  Balance  Fair  value 

  NIS in thousands 

         

Shares  398,048  383,158  431,649  67,616 

 

1. On August 9, 2006, the Company's general meeting approved a commitment with 

Jerusalem Economic (the controlling shareholder in the Company) and Darban 

Investments Ltd. (a public company controlled by Mr. Eliezer Fishman, the Company's 

chairman) for collaborating in the real estate sector in Russia in the context of which all 

the real estate activity of Jerusalem Economic, Darban and the Company in Russia as of 

that date and any future real estate activities in Russia would be jointly managed by the 

parties through a joint company, Mirland, in which the Company and Jerusalem 

Economic would each hold 40% of the its issued share capital and Darban would hold 

20% of its issued share capital. The collaboration agreement includes provisions as to the 

manner of consolidating the existing activities of the Company and Jerusalem Economic 

in Russia and the balance payments to be extended by all parties and the manner of 

executing future investments through Mirland. The agreement stipulates that all parties 

are committed not to invest in real estate in Russia until the later of: (1) seven years from 

the date of the approval of the joint commitment in the issue of Mirland by the general 

meeting of that shareholder, namely August 2013; or (2) the date on which the 

shareholder's holdings in the joint company drop below 5% of the joint company's share 

capital. The above agreement expires with respect to the Company if Mr. Fishman ceases 

being a controlling shareholder. 
 

During December 2006, Mirland issued shares to the public on the London Stock Exchange 

and, consequently, the Company's interests decreased from 40% to 28%.  

 

2. In the first quarter of 2008, 3,558 thousand options of a third party in Mirland were 

exercised, and consequently the Company's holding stake in Mirland decreased from 28% 

to 27.04% and the Company recorded a gain amounting to NIS 16.2 million.  
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NOTE 9:- INVESTMENTS IN INVESTEES (Cont.)  

 

3. On December 10, 2007, Mirland issued marketable debentures on the Tel-Aviv Stock 

Exchange. The raised amount totaled approximately US$ 63 million. 

 

In the context of the issuance, the Company acquired about 39 million debentures (series 

B) of Mirland of NIS 1 par value each. The debentures are linked to the exchange rate of 

the dollar and bear annual interest at the rate of six-month Libor on dollar deposits plus a 

margin of 2,75%. Interest is payable semi-annually on June 30 and December 31 of each of 

the years 2008-2015. Principal is payable in six annual installments starting on December 31, 

2010. 

 

4. In 2008-2009, the Company acquired 7,140 thousand Mirland shares for consideration of 

NIS 78.2 million; consequently, the Company's holding stake in Mirland increased to 

34.04%. 

 

5. On February 15, 2009, the Company gave Mirland a guarantee amounting to US$ 28 million.  

 

6. In 2008-2009, the Company granted Mirland loans amounting in total to US$ 18 million. 

Some of these loans bear interest at 12% p.a., and some bear interest at 15% p.a. A total of 

US$ 4.5 million matures in December 2010. A total of US$ 13.8 million matures in March 

2011. 

 

e. Summarized information of the financial statements of companies consolidated by the 

proportionate consolidation method: 

 

The Group's share in the balance sheet of the companies based on the interests therein at balance 

sheet date: 
 

  December 31, 

  2009  2008 

  NIS in thousands  

     

Current assets  3,066  4,767 

Non-current assets  101,583  183,419 

Current liabilities  )13,674(  )40,107( 

Non-current liabilities  )66,307(  )111,941( 

     

Net assets  24,668  36,138 

 

The Company's share in the operating results of the companies based on the interests there in 

during the year: 
 

  Year ended December 31, 

  2009  2008  2007 

  NIS in thousands  

       

Revenues from rent and management fees  13,995  12,659  4,168 

Increase (decrease) in fair value of investment 

property  7,459  )3,076(  39,418 

Operational expenses  4,411  2,001  2,096 

Net finance expenses  8,710  10,395  2,022 

Taxes on income  )362(  169  10,234 

       

Net income (loss)  8,695  )2,982(  29,234 
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NOTE 9:- INVESTMENTS IN INVESTEES (Cont.)  

 

f. Supplementary information with regard to associates: 

 

1. Investment in shares of Mondon Investments Ltd. ("Mondon"): 

 

On January 31, 2007, the general meeting approved the Company's engagement in a joint 

venture with JEC, Durban and a private company owned by Mr. Eliezer Fishman, whereby 

the parties will establish a joint company to engage in the real estate sector in India for 

commercial, storage, logistics, office and residential use. Accordingly, the Company holds 

36% of the shares of Mondon, a company incorporated in Cyprus whose remaining shares are 

held as follows: JEC - 36%, Durban - 18% and Fishman Family Assets Ltd. - 10%. 

 

On October 17, 2007, Fishman Family Assets Ltd. ("Fishman"), a company holding 10% 

of the issued and outstanding share capital of Mondon, entered into an agreement with 

entities of the Migdal Group whereby Fishman sold to the entities of the Migdal Group its 

entire stake in Mondon. 

 

Through December 31, 2008, the Company extended loans to Mondon in a total of 

approximately US$ 39 million. The loans bear interest at the rate of three-month Libor 

plus 1.2%. 

 

Maturity is to be determined. 

 

In August 2008, Mondon entered into multiple agreements with regard to joining a joint 

real estate venture. In accordance with the agreement, Mondon would acquire 50% of 

equity and 49% of voting rights in an India-resident company which owns 70% of a 

shopping mall under construction around the city of Ludhiana. 

 

As of the date of this report, Mondon has paid, out of the total amount, INR 2,139 million 

(NIS 164 million), of which INR 662 million (NIS 51 million) was paid to the Indian 

partner in consideration for transfer of part of their shares in the joint venture, which 

comprises 49% of the joint venture shares, to Mondon and the balance of INR 1,477 

million (NIS 113 million) as investment in the joint venture, in exchange for debentures 

convertible into joint venture shares.  

 

The balance of the investment which Mondon is required to make in the joint venture, 

amounting to INR 383 million (NIS 29 million), which was payable by Mondon on 

January 2, 2009 has yet to be paid, since the joint venture has yet to fulfill its suspensive 

obligation and has yet to pay Mondon INR 227 million (NIS 18.3 million) in interest on 

Mondon's investments to date (and due to restrictions imposed by Indian statute, this 

amount may not be offset against the balance of the investment). Therefore, Mondon has 

yet to receive shares of the joint venture which comprise 7% of the joint venture shares 

(and 14% of Mondon's overall holding in the joint venture) which were deposited with a 

trustee upon signing the agreement.  

 

In addition to the total consideration amount, Mondon has invested through the balance 

sheet date INR 34 million (NIS 2.8 million) in the joint venture in consideration of 

payment of half of the joint venture's payments to banks on account of principal and 

interest on bank loans. 
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NOTE 9:- INVESTMENTS IN INVESTEES (Cont.)  

 

To the best of Mondon's knowledge, starting in July 2009, the partner has discontinued 

regular payments of their share (50%) of interest repayment on bank loans, and has also 

not provided their share of the principal which was to have been paid on December 31, 

2009. Therefore, starting on said date, Mondon has discontinued providing its share of 

financing of principal and interest payments. Therefore, principal and interest payments 

on the loan are in arrears in the amount of INR 130 million (NIS 10.5 million), for which 

the joint venture has received warning notices from the banks.  

 

Furthermore, the Indian partner has failed to meet their commitment with regard to 

completion date and start of operations of the shopping mall, which was expected by the 

end of the second quarter of 2009. As of the balance sheet date, Mondon estimates that 

the shopping mall is 40% complete, out of total work required to complete its 

construction, and has found out that in recent months the partner has almost entirely 

ceased work on construction of the mall. Due to the delays in completion of the mall, the 

joint venture has received warning notices and letters of demand from buyers of space in 

this project. 

 

Due to these breaches of the agreement, Mondon is in negotiations with the partner aimed 

at reaching a new agreement with regard to continued repayment of the bank loans and 

other issues in disagreement. The independent auditors of the joint venture indicated in 

their opinion attached to the financial statements of the joint venture as of December 31, 

2009, that there was uncertainty with regard to the joint venture's capacity to meet its 

current obligations without further funds transferred by the controlling shareholders there 

of. Therefore, there is significant doubt as to continuation of the joint venture as a going 

concern in the foreseeable future. 

 

Therefore, there is uncertainty with regard to the partner's financial capacity to meet their 

obligations to Mondon and to the joint venture with regard to completion of the mall and 

payment of the excess yield payable to Mondon in accordance with the joint venture 

agreement. 

 

Due to the foregoing, Mondon has written-down its investment to date in the joint 

venture, amounting in total to NIS 157 million, of which the Company's share is NIS 56.5 

million, such that the carrying amount of this investment on Mondon's accounts, after 

said write-down, amounts to INR 564 million (NIS 45.6 million).  

 

Furthermore, Mondon has written-down down payments on account of investment in 

agricultural land in India amounting to INR 220.5 million (NIS 17 million - of which the 

Company's share is NIS 6.1 million), in addition to a write-down amounting to INR 94.5 

million (NIS 7.35 million - of which the Company's share is NIS 2.65 million), made on 

Mondon's financial statements as of December 31, 2008. After said write-down, the 

carrying amount of the down payments on account of investments has been completely 

written off, except for a down payment on account of investment in agricultural land in 

the city of Jaipur, whose carrying amount as of December 31, 2009 is INR 76 million 

(NIS 6.5 million).  After these write-downs, the Company's investment in Mondon 

amounts to NIS 103 million.  Mondon's financial statements do not include all 

adjustments to values of assets and liabilities and to their classification, which may be 

required should AEZPL fail to continue existence as a going concern. 
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NOTE 9:- INVESTMENTS IN INVESTEES (Cont.)  

 

Financing of land acquisition in New Delhi 

 

In March 2007, Mondon entered into an agreement with a private company incorporated 

in Cyprus ("the Cyprus company") for providing financing to be provided to companies 

incorporated in India (in this section: "the buyers") for acquisition of 4 plots of 

agricultural land (whose zoning has been changed, through the balance sheet date, for 

residential and commercial use) with a total area of 93,000 m2 in New Delhi.  

 

On March 25, 2009, the agreement was amended, whereby the Cyprus company would 

repay Mondon in full the financing provided by it, amounting to US$ 11.7 million plus 

interest accrued through said date and plus interest at 10% p.a., in 7 equal installments 

over 14 months starting in September 2009. In September 2009, the agreement was 

further amended, whereby the full financing amount plus interest, totaling US$ 15.6 

million, would be paid by the Cyprus company in two installments, of US$ 7.6 million 

(NIS 28.7 million) and of US$ 8 million (NIS 32 million) on March 31, 2010 and July 31, 

2010, respectively. The commitment to repay the financing provided is guaranteed by a 

personal guarantee of the controlling shareholder of the buyers.  

 

From discussions between Mondon management and the Cyprus company with regard to 

the payment due on March 31, 2010, it would appear that the Cyprus company would 

probably be unable to make this payment on schedule. However, Mondon management 

believes that in view of the set of agreements in place between the parties, and its 

assessment of the Cyprus company's solvency, as well as in view of details provided by 

the Cyprus company with regard to sources of future funds to be used for repayment of 

the aforementioned obligation, the Cyprus company would be able to repay the financing 

amount in full.   

 

2. Investment in shares of Svitland: 

 

On December 16, 2007, the Company's audit committee and Board approved an 

engagement with Darban, Jerusalem Economic and Fishman for collaborating in real 

estate for commerce, storage, logistics, offices and residence in former Soviet Union 

countries, except Russia, that were or are members of the Commonwealth of Independent 

States, including the Ukraine, Lithuania, Latvia, Moldova and Estonia ("the collaboration 

agreement" and "the collaboration field", respectively). Under the collaboration 

agreement, the parties' activities in the collaboration field will be managed by a foreign 

company ("the joint company") whose shares will be held by the parties (directly or 

indirectly) as follows: the Company - 32%; Jerusalem Economic - 32%; Darban - 16% 

and Fishman Family Assets - 20%.  The joint company will engage in real estate activity 

which will include, among other things, the acquisition, development, construction, rental 

and sale in the collaboration field as well as receiving financing and placing it for the 

purpose of the acquisition of real estate and initiating and performing projects in the 

acquired properties. 

 

The Company invested approximately US$ 2.1 million in the share capital of Svitland 

and through December 31, 2009, extended owners' loans in a total of approximately 

US$ 30.3 million.  

 

The loans bear interest at the rate of three-month Libor plus 1.2%. 

 

Maturity is to be determined. 
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NOTE 9:- INVESTMENTS IN INVESTEES (Cont.)  
 

3. Investment in shares of Darban Investments Ltd.: 
 

 On October 27, 2009, the Company entered into an agreement with TAU Tesuot Ltd. 

("TAU"), whereby the Company would acquire from TAU, in a transaction off the stock 

exchange, shares of Darban Investments Ltd. ("Darban"), where the controlling 

shareholder of the Company is the controlling shareholder and Chairman of the Board of 

Directors of Darban, in exchange for allotment of Company shares to TAU. 

 

 In accordance with the agreement, the Company would acquire from TAU in a 

transaction off the stock exchange 5,471,478 Darban ordinary shares of NIS 1 par value 

each, which constitute 10.51% of Darban's share capital ("the acquired Darban shares"), 

in exchange for 15,879,556 Company Ordinary shares of NIS 1 par value each, which the 

Company would allot to TAU by way of private allotment, which would constitute post-

allotment 4.9% of the Company's share capital ("the sold Company shares").  On 

December 14, 2009, the general meeting of Company shareholders approved the 

aforementioned agreement. The transaction closed on December 31, 2009. 

 

 In the agreement, TAU committed that during 24 months starting on the closing date, it 

would not acquire additional Company shares so as to make it an interested party in the 

Company, as this term is defined in the Securities Act, 1968. 

 

 The proceeds for the acquired Darban shares, i.e. the ratio of sold Company shares to 

acquired Darban shares, was determined based on a valuation of the Company and of 

Darban as of June 30, 2009 provided by an external valuator independent of the Company 

and of its controlling shareholder.  

 

 The sold Company shares would be restricted shares, and sale there of by TAU during 

trading on the Tel Aviv Stock Exchange would be subject to restrictions set forth in the 

Act and in Securities Regulations (Details re Sections 15-15c of the Act), 2000. 

 

In February 2010, the Company acquired 496 thousand Darban shares for consideration 

amounting to NIS 8.9 million. As of the certification date of these financial statements, 

the Company owns 11.4% of Darban's share capital. 

 

The investment in Darban is accounted for as an investment in an associate at equity, 

starting on the transaction closing date. The cost of investment as of said date was 

determined based on the fair value of Company shares issued as set forth above. This fair 

value was determined based on the market price of Company shares on the stock 

exchange upon the transaction closing date. The Company has temporarily attributed the 

acquisition cost relative to the fair value of Darban assets and liabilities. As part of this 

attribution, the Company recognized on its income statement gain from temporary 

attribution to negative goodwill, amounting to NIS 41 million. This temporary attribution 

may be adjusted up to 12 months after the acquisition date. If applicable, upon final 

attribution the adjustments are made by way of re-statement of comparative figures 

previously reported based on the temporary attribution. 
 

Fair value of investment in associate for which a market price is available 
 

Darban: 
 

  December 31, 2009 

  Balance  Fair value 

  NIS in thousands  
     
Shares  140,729  85,355 
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NOTE 9:- INVESTMENTS IN INVESTEES (Co nt.) 

 

g. List of subsidiaries, jointly controlled entities and associates directly owned by the Company: 

 

  
Country of 

incorporation  

Investment amount 

as of December 31,  

Ownership and 

controlling 

stake as of 

December 31,  

Ownership and 

controlling 

stake as of 

December 31, 

    2009  2008  2009  2008 

    NIS in thousands  % 

Subsidiaries:           

           

The Company for 

Development of Work 

Ltd.   Israel  43,685  53,966  100  100 

H.B.M.T. Properties 

Management and Building 

Maintenance Ltd.   Israel  4,233  3,399  100  100 

Tel-Aviv Towers Ltd.  Israel  44  61  100  100 

Houdstermaatschappij 

Vossius B.V.   Holland  134,479  139,152  100  100 

Industrial Buildings Ashdod 

(1994) Ltd.  Israel  241  331  100  100 

Frey Group AG   Switzerland  203,583  194,708  100  100 

The Fishman Holdings 

Canada Property 

Investment Trust IX, X 

,XI ,XX and XXI  Canada  480,124  437,433  100  100 

Mivnei Taasiya 

(Luxembourg) S.A.   Luxembourg  41,602  39,474  100  100 

Fishman Holdings North 

America Inc.   Canada  )111(  )118(  100  100 

IBC Fifth Avenue Partner 

ship   USA  119,728  126,633  100  100 

IBC FL Beach Partnership    USA  )8,773(  1,703  100  100 

Lake Placid Enterprises Inc.  Virgin Islands  -  -  100  100 

Nazareth Center Shopping 

Mall (Management) Ltd.   Israel  )1,757(  )408(  100  100 

Canot Industrial Center Ltd.    Israel  202  )14(  100  100 

F.H.I.B.C. Sun city Ltd.   Macedonia  )4,741(  )5,294(  95  95 

Ramla Title Company Ltd.   Israel  )793(  )705(  75  75 

Memadim Investments Ltd.   Israel  )53,095(  )47,836(  70  70 

Univ Holdings Ltd.   Israel  59,363  45,303  74  74 

Yovlei Shomron Limited 

Partnership  Israel  )5,426(  )4,134(   89.1   89.1 

Shoimon Settlement Ltd.  Israel  )80(  )37(  90  90 

ABC Thailand Ltd.  Israel  )11,752(  479  100  100 

           

Jointly controlled entities:           

           

Ackerstein Towers Ltd.  Israel  291  453  50  50 

Industrial Buildings 

Partnership - Oneil Project 

M.H.L.  Israel  2,565  1,775  50  50 

A.M. Negev High-Tech Ltd.  Israel  7,726  6,455  50  50 
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NOTE 9:- INVESTMENTS IN INVESTEES (Cont.)  
 

g. List of subsidiaries, jointly controlled entities and associates directly owned by the Company 

(Cont.): 
 

  
Country of 

incorporation  

Investment amount 

as of December 31,  

Ownership and 

controlling stake 

as of December 

31,  

Ownership and 

controlling stake 

as of December 
31, 

    2009  2008  2009  2008 

    NIS in thousands  % 

Jointly controlled entities 

(Cont.)           

           

Mashar Shopping, 

Recreation and 

Leisure Centers Ltd.   Israel  45,319  30,746  50  50 

Van Plaza Management 

and Maintenance Ltd.   Israel  )532(  )82(  50  50 

Optimization 

TechnologyResearch 

BV   Serbia  )9,309(  )3,208(  50  50 

           

Associates:           

           

Fishman Holdings 

Germany, GMBH  Germany  215  180  33.33  33.33 

Mirland Development 

Corporation plc  Cyprus  398,048  461,649  34.04  33.87 

Mondon Investments Ltd  Cyprus  )103,223(  )41,568(  36  36 

Svitland Limited   Cyprus  )50,591(  )31,565(  32  32 

IBI Four Seasons Limited 

Partnership  Israel  -  22,385  -  49.6 

Darban Investments Ltd.  Israel  140,729  -  10.51  - 

 

h. In 2009, the Company received dividends amounting to NIS 6.1 million from a subsidiary. 

 

 In 2009, a jointly controlled entity declared dividends amounting to NIS 500 thousand. 
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NOTE 10:- INVESTMENT PROPERTY  

 

a. Composition and movement: 

 

  2009  2008 

  NIS in thousands 

     

Balance as of January 1   7,158,849  7,788,908 

     

Additions during the year     

     

Adjustments from translation of financial statements   163,686  )276,492( 

Acquisitions  105,453  154,295 

Additions for newly consolidated companies  -  45,750 

Transfer from investment property under development  212,484  45,666 

Impairment of fair value (excluding update to liability with 

regard to Appreciation Levy and lease fees, see Note 18a)  )107,224(  )196,292( 

     

Total additions (disposals)  374,399  )227,073( 

     

Disposals during the year     

     

Disposals   103,483  379,127  

Classified to real estate under development  25,557  23,859 

     

Total disposals  129,040  402,986 

     

Balance as of December 31  7,404,208  7,158,849 

 

b. Investment property is stated at fair value, which has been determined based on valuations 

principally performed by independent outside appraisers with reputable professional expertise 

and vast experience as to the location and category of the property being valued. The Company 

also used economic models for valuation of some of its investment property. These models have 

been tested and approved by an independent valuator. The fair value represents the amount, as 

of the valuation date, at which the assets would be exchanged between a buyer and a seller in a 

transaction at market terms and conditions, after both parties have acted in an informed, diligent 

manner without coercion, based on international valuation standards. The fair value is 

determined based on recent market transactions for similar properties at a location similar to the 

property owned by the Company, if such transactions exist, as well as based on estimated future 

cash flows expected to result from the property. The assessment takes into consideration the 

structured risk of the cash flows. In calculating fair value, the valuator used discount rates 

ranging between 5%-11%, based on property type and location. Company rights would be 

recorded at the Land Registry after the land would be divided into parcels. 
 

 Leasing rights to investment property in Israel have a 49-year term, with an optional 49-year 

extension.  

 

c. Investment grants: 

 

Pursuant to the Law for the Encouragement of Capital Investments, 1959 ("the Law") the 

Investment Center has approved certain of the Company's programs for the construction of 

buildings, including equipment and installations in buildings.  



INDUSTRIAL BUILDINGS CORPORATION LTD. 
 

NOTES TO CONSOLIDATED FI NANCIAL STATEMENTS  

 56 

 

 

NOTE 10:- INVESTMENT PROPERTY (Cont.)  

 

Pursuant to the Law, the Company is entitled to receive investment grants for its approved 

investments, to claim accelerated depreciation for tax purposes as well as to a reduced tax rate, 

In calculating depreciation, the amount of the grant is deducted from the cost of the assets. 

Pursuant to the Law, the Investment Center may demand that the Company - should it fail to 

fulfill the terms of the approval - refund the grants that it received with the addition of interest 

and linkage differences from the date they were received. Furthermore, the Company would 

have to refund the entire tax benefits (accelerated depreciation and reduced tax rate) (see Note 

26a). 

 

Company management believes that as of the date of the financial statements, the Company 

meets requirements of the Act with regard to these programs.  

 

d. For liens, see Note 22a. 

 

 

NOTE 11:- INVESTMENT PROPERTY UNDER DEVELOPMENT  

 

a. Composition and movement: 

 

  2009  2008 

  NIS in thousands 

     

Balance as of January 1  233,236  141,463 

     

Additions during the year     

     

Foreign currency translation adjustments of foreign operations  -  (140) 

Additions   80,660  113,720 

Transfer from investment property   25,557  23,859 

Impairment of fair value  (4,802)  - 

     

Total additions  101,415  137,439 

     

Disposals during the year     

     

Transfer to investment property  212,484  45,666 

     

Total disposals  212,484  45,666 

     

Balance as of December 31  122,167  233,236 

 

b. In valuating investment property under development, the extraction method or the discounted 

cash flow method were used, as the valuator saw fit. Determination of the fair value is based on 

estimated future revenues from the completed project, using discount rates aligned with 

significant risk factors applicable to the construction process, including construction risk and 

rental risk, which are higher than current yield of similar investment property in its completed 

state. The remaining expected cost to completion, plus developer's profit, are deducted from the 

estimated future revenues, as set forth above.  

 

c. For liens, see Note 22a. 
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NOTE 12:- FIXED ASSETS 

 

a. Composition and movement: 

 

 2009 

 

  Offices (1)  

Motor 

vehicles  

Computers, 

furniture  

and office 

equipment 

 

Gas 

station 

 

Photo-

voltaic 

installations  Total 

  NIS in thousands 

Cost             

             

Balance as of January 1, 

2009  5,816  314  9,249  1,804  -  17,183 

Additions during the year  102  -  2,416  720  4,237  7,475 

             

Balance as of December 

31, 2009  5,918  314  11,665  2,524  4,237  24,658 

             

Accumulated 

depreciation             

             

Balance as of January 1, 

2009  2,409  260  4,904  168  -  7,741 

Additions during the year  360  45  1,382  33  62  1,882 

             

Balance as of December 

31, 2009  2,769  305  6,286  201  62  9,623 

             

Depreciated cost as of 

 December 31, 2009   3,149  9  5,379  2,323  4,175  15,035 

 

 2008 

 

  Offices (1)  

Motor 

vehicles  

Computers, 

furniture  

and office 

equipment 

 

Gas  

station 

 

Total 

  NIS in thousands 

Cost           

           

Balance as of January 1, 2008  5,511  314  8,114  1,804  15,743 

Additions during the year  305  -  1,135  -  1,440 

           

Balance as of December 31, 2008  5,816  314  9,249  1,804  17,183 

           

Accumulated depreciation           

           

Balance as of January 1, 2008  2,074  215  3,697  138  6,124 

Additions during the year  335  45  1,207  30  1,617 

           

Balance as of December 31, 2008  2,409  260  4,904  168  7,741 

           

Amortized cost as of December 

31, 2008   3,407  54  4,345 

 

1,636  9,442 

 

)1(  Offices are owned by the Company. 

 

b. For liens, see Note 22a. 
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NOTE 13:- INTANGIBLE ASSETS  

 

 Composition and movement: 

 

  
Gas 

operations  

Management 

operations  

Marketing 

of 

apartments 

for sale  Goodwill   Total 

  NIS in thousands 

Cost           

           

Balance as of January 1, 2009  4,600  3,018  -  14,333  21,951 

Additions  -  -  974  -  974 

           

Balance as of December 31, 2009  4,600  3,018  974  14,333  22,925 

           

Accumulated amortization           

           

Balance as of January 1, 2009  -  -  -  2,571  2,571 

Amortization  -  -  -  -  - 

           

Balance as of December 31, 2009  -  -  -  2,571  2,571 

           

Amortized cost           

           

As of December 31, 2009  4,600  3,018  974  11,762  20,354 

           

As of December 31, 2008  4,600  3,018  -  11,762  19,380 

 

 

NOTE 14:- CREDIT FROM BANKS AND OTHERS  

 

a. Composition: 

 

  
Weighted 

interest rate   

  December 31,  December 31, 

  2009  2009  2008 

  %  NIS in thousands  

Credit from banks:       

Non-linked loans  3.89  143,175  328,072 

CAD-linked loans  1.20  79,327  47,769 

US$-linked loans   1.38  132,728  240,434 

CHF-linked loans   0.87  10,039  2,583 

Euro-linked loans  1.38  127,654  17,036 

THB-linked loans  5.75  44,454  42,635 

       

    537,377  678,529 
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NOTE 14:- CREDIT FROM BANKS AND OTHERS (Cont.)  

 

b. Current maturities of non-current liabilities: 

 

  December 31, 

  2009  2008 

  NIS in thousands  

     

Current maturities of loans from banks (1)  198,250  118,507 

Current maturities of other non-current liabilities (2)  44,731  73,296 

Current maturities of debentures (3)  444,700  281,243 

     

  687,681  473,046 

 

)1(  See Note 17. 

)2(  See Note 18. 

)3(  See Notes 20 and 21. 

 

c. For collateral, see Note 22a2. 

 

 

NOTE 15:- TRADE PAYABLES  

 

  December 31, 

  2009  2008 

  NIS in thousands  

     

Open debts  50,451  45,052 

Notes payable  14,190  18,832 

     

  64,641  63,884 

 

 

NOTE 16:- OTHER ACCOUNTS PAYABLE  

 

  December 31, 

  2009  2008 

  NIS in thousands  

     

Interest payable  62,764  61,804 

Advance payments from buyers  18,323  31,909 

Accrued expenses  19,274  15,268 

Unearned rent  5,780  8,439 

Institutions - VAT  7,322  7,391 

Tenants  8,214  6,371 

Jointly controlled entities  3,276  3,718 

Depreciation reserve  1,055  898 

Other accounts payable  9,344  8,784 

     

  135,352  144,582 
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NOTE 17:- LOANS FROM BANKS  

 

a. Composition: 

 
  December 31, 2009  December 31, 2008 

  

Effective 

interest 

rate  Balance  

Balance net 

of current 

maturities 

 

Balance  

Balance net 

of current 

maturities 

  %  NIS in thousands  NIS in thousands 

           

CAD-denominated loans (1)  3.48  846,092  717,508  777,339  766,109 

US$-denominated loans (2)  0.95  721,523  715,845  512,800  484,570 

EUR-denominated loans (3)  2.86  1,107,372  1,098,067  1,183,974  1,174,888 

CHF-denominated loans (4)  2.90  358,005  355,776  356,170  354,594 

CPI-linked loans  4.50  279,283  226,829  248,067  179,682 

Non-linked loans  3.30  105,000  105,000  45,000  45,000 

           

    3,417,275  3,219,025  3,123,350  3,004,843 

 

)1( Includes non-recourse loans amounting to NIS 489 million and NIS 434 million in 2009 and 

2008, respectively - see Note 23b(4). 

 

)2( Includes non-recourse loans amounting to NIS 68 million and NIS 71 million in 2009 and 

2008, respectively. 

 

)3( Includes non-recourse loans amounting to NIS 534 million and NIS 516 million in 2009 and 

2008, respectively. 

 

)4( Includes non-recourse loans amounting to NIS 311 million and NIS 305 million in 2009 and 

2008, respectively. 

 

b. With regard to bank loans whose balance, as of December 31, 2009, amounts to NIS 1,390 

million, foreign subsidiaries have committed to the banks, inter alia, to maintain their equity at 

levels required by the banks, their loan-to-value ratio not to exceed the specified rate etc. 

 

 As of December 31, 2009, these companies were in compliance with the financial covenants 

specified there to. 

 

c. For collateral, see Note 22a2. 
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NOTE 18:- OTHER NON-CURRENT LIABILITIES  

 

a. Composition: 

 
  December 31, 2009  December 31, 2008 

  

Effective 

interest 

rate 

 

 Balance  

Balance net 

of current 

maturities 

 

Balance  

Balance net 

of current 

maturities 

  %  NIS in thousands  NIS in thousands 

           

Loans of partners in investees, CPI-linked  1.60  33,765  33,765  30,156  30,156 

Loans of partner in jointly controlled 

entity, in US$ / EURO  1.25  42,132  42,132 

 

25,454  25,454 

Loans of partner in jointly controlled 

entity, in THB  15.00  64,500  64,500 

 

47,071  47,071 

Liability with respect to combination 

transaction (2)  5.00  43,357  40,531 

 

44,096  44,096 

Liability with respect to Appreciation 

Levy and leasing fees  -  31,369  31,369 

 

33,783  33,783 

Non-negotiable, CPI-linked debentures  5.19  125,390  83,485  212,631  139,335 

Permanent loans (1)  6.00  10,724  10,724  10,717  10,717 

Forward transaction and others  5.39  2,009  2,009  4,666  4,666 

           

    353,246  308,515  408,574  335,278 

 

)1( The Company has received permanent loans from the State of Israel. The principal of these 

loans is non linked, and bears interest at 0.5% p.a. linked to the CPI and payable quarterly. 

 

)2( See also Note 7b and 7c (land in Tzur Yitzhak) 

 

b. For collateral, see Note 22a2. 

 

 

NOTE 19:- TENANTS' LEASE DEPOSITS 

 

As collateral for rental payments, tenants have provided deposits linked to the Israeli CPI and non-

interest bearing deposits in foreign currency. The deposits plus linkage differences are returned to the 

tenants a t the end of the lease period, after the tenants have fulfilled all their obligations.  
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NOTE 20:- DEBENTURES 

 

a. Composition: 

 
  December 31, 2009  December 31, 2008 

  

Effective 

interest 

rate 

 

 Balance  

Balance 

net of 

current 

maturities 

 

Balance  

Balance 

net of 

current 

maturities 

  %  NIS in thousands  NIS in thousands 

           

Debentures (Series E)   6.17  32,855  16,543  47,716  32,024 

Debentures (Series F)   5.40  145,997  73,066  210,767  140,639 

Debentures (Series G)   5.39  757,407  506,534  698,571  523,533 

Debentures (Series H)   5.05  905,911  905,911  850,620  850,620 

Debentures (Series I)   5.00  566,319  566,319  531,390  531,390 

Debentures (Series J)    6.55  129,876  129,876  129,830  129,830 

Debentures (Series K)  5.50  517,241  517,241  488,385  488,385 

Debentures (Series L)   4.10  249,403  166,524  234,039  234,039 

Debentures (Series M)   6.35  57,633  57,633  -  - 

           

    3,362,642  2,939,647  3,191,318  2,930,460 
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NOTE 20:- DEBENTURES (Cont.) 

 

b. Additional information: 
 

     
   

Nominal 
annual  Par value held by 

    

    Par value outstanding    interest  subsidiary  Redemption   Redemption  

  Par value  December 31  Linkage  rate  December 31  periods of  date of 

Debentures  issued  2009  2008  basis  %  2009  2008  principal  principal 

Series 
 NIS in 

thousands 
 

In thousands  
   

 NIS in thousands   
  

                   

C  478,234  -  -  

Consumer Price 

Index  4.05  -  -  2000-2008  February 28 

E  108,000  24,887  37,373  Euro  4.7  -  -  2006-2011  February 28 

F  376,710  122,476  183,714  

Consumer Price 

Index  5.2  -  -  2006-2011  February 28 

G  891,033  671,586  633,899  

Consumer Price 

Index  5.5  40,316  19,609  2007-2012  August 31 

H  878,193  826,139  800,815  

Consumer Price 

Index  4.65  52,054  77,378  2011-2018  August 31 

I  511,643  511,352  493,013  

Consumer Price 

Index  5.05  291  18,630  2015-2017  December 31 

J  130,030  130,030  113,425  Non-linked  6.5  -  16,605  2011-2013  December 31 

K  486,545  479,646  486,545  

Consumer Price 

Index  5.3  6,900  -  2012-2015  December 31 

L  235,923  235,923  230,112  

Consumer Price 

Index  3.8  -  5,811  2010-2012  December 10 

M  57,633  57,633  -  Non-linked  Variable *)  -  -  2013-2015  December 31 
 

On May 15, 2007, the Company published a shelf prospectus of up to 12 series of debentures (series K-V). Each series of the debentures (series 

K-V) will have a par value of up to NIS 600 million and the Company will determine the conditions of the debentures of a particular series close 

to the first offering of debentures of that series, as specified in the shelf offering published for that series by the Company. According to the shelf 

prospectus, on September 17, 2007 and June 5, 2008, the Company published shelf offering reports for the issuance of debentures (series K) and 

debentures (series L), respectively. 

 

On May 27, 2009, the Company issued a shelf prospectus, amended on June 8, 2009 and on February 24, 2010, whereby the Company may issue 

ordinary shares, option warrants for shares, option warrants for debentures, debentures and debentures convertible into shares, or it may extend 

current debenture series (Series G-I and Series K-L), as follows: 

 

*)  Debentures (Series M) bearing interest equal to yield of Short Term Government debentures (MAKAM) (as set forth in shelf prospectus 

dated December 21, 2009) plus a 4.5% margin. 
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NOTE 20:- DEBENTURES (Cont.) 

 

- Up to NIS 1,000 million par value debentures of each of the current debenture series (Series G, H, I, 

K and L). 

- Up to NIS 60 million ordinary shares. 

- Up to NIS 200 million option warrants for shares (Series 9 through 13). 

- Up to NIS 2,000 million par value debentures of each of the debenture series (Series M through V). 

- Up to NIS 500 million par value convertible debentures of each of the debenture series (Series W 

through AA). 

- Up to 2,000 option warrants for debentures of each of the debenture warrant series (Series 14 

through 23). 

 

 On June 14, 2009, the Company issued, pursuant to the shelf prospectus under extension of debentures 

(Series G) NIS 100 million par value debentures (Series G), for net consideration of NIS 109.5 million 

(after issuance expenses amounting to NIS 441 thousand). 

 

 In conjunction with this issuance, the Company issued, for no consideration, negotiable option 

warrants exercisable into NIS 100 par value debentures (Series G) upon any trading day subsequent to 

the listing date there of for trading on the stock exchange, in exchange for payment of the exercise 

price of NIS 109.95 as set forth below: 

 
  

Quantity   

Expiration dates of option 

warrants 

     

Option Warrants (Series 14)  500,000  July 30, 2009 

Option Warrants (Series 15)  500,000  August 16, 2009 

Option Warrants (Series 16)  500,000  August 30, 2009 

Option Warrants (Series 17)  500,000  September 13, 2009 

 

 The debentures are linked to the CPI, are repayable on August 31 of each year 2009-2012, and bear 

interest at 5.5% p.a. 

 

 In total, 1,918,488 option warrants (Series 14-17) were converted into NIS 191.8 million par value 

debentures (Series G) for payment of NIS 211 million. A total of 81,512 option warrants (Series 14-

17) have expired. 

 

On December 31, 2009, the Company issued a shelf offering report based on the shelf prospectus, 

whereby the Company issued NIS 57,633 thousand par value debentures (Series M) for consideration 

of NIS 57 million.  

 

 For issuance of further option warrants subsequent to the balance sheet date, see Note 31. 

 

 In September 2008, the Company Board of Directors approved a buy-back plan of Company 

debentures by a wholly-owned subsidiary of the Company, covering all debenture series of the 

Company other than debentures (Series D), up to a total value of NIS 100 million ("buy-back"). The 

plan has been executed in full. 

 

 On August 20, 2009, the Company Board of Directors approved a buy-back plan of all debenture 

series of the Company other than debentures (Series D), by the Company or by a wholly-owned 

subsidiary there of, on- or off the stock exchange, up to a total value of NIS 40 million, net of 

debentures to be sold by the subsidiary during the plan term. The plan term is two years, through 

August 31, 2011. 
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NOTE 20:- DEBENTURES (Cont.) 

 

 Furthermore, during the period between exhaustion of the previous buy-back plan and approval of the 

current one, Company management has, from time to time, bought back debentures in conjunction 

with ad-hoc transactions, rather than as part of a sustained, consistent policy based on ad-hoc market 

conditions and on business opportunities. 

 

 Debentures have been acquired via the subsidiary in accordance with a trust agreement signed by the 

companies and with Company financing and guarantee, such that all risk and reward was attributable 

to the Company. Acquisition via the subsidiary was primarily due to economic considerations. 

 

 

NOTE 21:- CONVERTIBLE DEBENTURES  

 

a. Convertible debentures (Series D): 

 

A series of NIS 296,637 thousand par value debentures (Series D), registered in the owner's 

name, are traded on the Tel Aviv Stock Exchange, bearing interest at 3.75% p.a. and linked 

(principal and interest) to the CPI for January 2002, and convertible into Company ordinary 

shares at a conversion ratio of NIS 9.5 par value debentures (Series D) per 1.085 shares. The 

debentures mature in equal installments between 2006-2011.  

 

Between 2006-2009, NIS 114,341 thousand par value have matured. 

 

Between 2006-2008, NIS 144.8 million par value debentures (Series D) have been converted 

into 16.5 million ordinary shares. 

 

As of the certification date of these financial statements, there are NIS 37,495 thousand par 

value debentures outstanding. 

 

The effective interest rate as of December 31, 2009 is 5.15%. 

 

b. Maturities subsequent to the balance sheet date: 

 

  December 31, 

  2009  2008 

  NIS in thousands 

     

Balance  43,987  62,754 

Less - current maturities  21,705  20,385 

     

  22,282  42,369 

 

c. For collateral, see Note 22a(2). 
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NOTE 22:- LIENS, GUARANTEES, COMMITMENTS AND CLAIMS  

 

a. Liens: 

 

1. To secure the Company's compliance with the terms of the approvals of an approved 

enterprise under the Law for the Encouragement of Capital Investments, 1959, it has 

pledged in favor of the State of Israel all of its fixed assets by an unlimited last in priority 

floating charge. 

 

2. To secure most of the liabilities of the Company and its investees, mortgages were placed 

on their rights to various real estate properties which they own and on inventories of 

buildings for sale, net as well as on part of the securities held by the Company. Similarly, 

part of the cash due and that will be due to the Company from tenants in that portion of 

real estate was pledged. 

 

 The balances of the secured liabilities are as follows: 

 

  December 31, 

  2009  2008 

  NIS in thousands 

     

Short-term loans and credit  621,377  635,804 

Long-term liabilities (including current maturities)  3,292,954  3,237,442 

Bank guarantees secured by lien  261,424  298,515 

     

  4,175,755  4,171,761 

 

The above liabilities do not include liabilities for approximately NIS 3,255 million of 

debentures (series C, D, E, F, G, H, I, J, K, L and M) (including current maturities) which 

are secured by a token amount of NIS 1. 

 

3. To secure the enforcement of an agreement entered between the Company and Ackerstein 

Zvi Ltd. and its related company, the Company placed a senior fixed charge on all of its 

rights to receive rental payments from several tenants as per the rental agreements with 

them. 

 

4. The fair value of pledged assets in Israel as of December 31, 2009 amounted to NIS 4,076 

million and overseas - to NIS 2,148 million. 

 

b. Guarantees: 

 

1. As of the balance sheet date, the Company provided bank guarantees in the amount of 

approximately NIS 32 million to secure completion of buildings in various local council 

areas, to participate in tenders and to secure credit. 

 

2. A partnership controlled by the Company guarantees NIS 20 million to apartment buyers in 

MAROM HA-SHARON project. 

 

3. The Company is the guarantor of loans given to a subsidiary, Meimadim Investments, in 

the amount of approximately NIS 50 million. 
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NOTE 22:- LIENS, GUARANTEES, COMMITMENTS AND CLAIMS (Cont.)  

 

4. In the context of an agreement signed between banks in Canada and subsidiaries of the 

Company for receiving non recourse loans to finance the acquisition of properties in 

Canada, the Company has undertaken to indemnify the banks for any damage, expense or 

loss that they may incur, directly and indirectly, if certain conditions occur, as detailed in 

the loan agreement. 

 

As of the date of publication of the financial statements, these conditions have not 

materialized. 

 

5. The Company is a guarantor of loans given to various trusts in Canada and other 

subsidiaries in Europe by a foreign bank in the amount of approximately NIS 67 million. 

 

6. The Company is the guarantor of a loan given to an associate by Bank Discount in the 

amount of approximately NIS 106 million. 

 

7. A jointly controlled entity guarantees to Bank HaPoalim NIS 1.8 million for Appreciation 

Levy and NIS 1.6 million for permit fees. 

 

8. A subsidiary of the Company provided a guarantee to Bank Leumi in the amount of 

approximately NIS 1 million in respect of a tender for a management contract. 

 

c. Commitments: 

 

1. On August 2, 2004, the Company's general meeting approved the decision of the 

Company's audit committee and the Board regarding the engagement of the Company, 

Jerusalem Economic and Darban to establish of a joint company that would provide 

super-management and supervision services to the real estate properties of the Company, 

Jerusalem Economic and Darban in North America. 

 

2. On April 21, 2005, the Company's general meeting approved the decision of the 

Company's audit committee and the Board from March 2005 regarding the engagement of 

the Company, Jerusalem Economic and Darban to establish of a joint company that 

would provide super-management and supervision services to the real estate properties of 

the Company, Jerusalem Economic and Darban in Europe. The contract term is five 

years, through April 30, 2010. On March 17, 2010, the Company's Audit Committee and 

Board of Directors approved extension of this contract for a further five-year term, 

through April 30, 2015. 

 

3. The Company has contracts with regard to other ventures with Group companies in the 

real estate segment in Russia, Ukraine, Belarus, India and Serbia. 

 

d. Claims against the Company: 

 

Pending legal claims and other claims against the Company are as follows:  

 

1. A claim in the amount of approximately NIS 14.8 million was filed in 2005 against the 

Company and others. The claim was only furnished to the defendants during February 

2007 (about two years after it had been filed) in respect of damages caused by a flood in 

2002. The Company's insurance company submitted statements of defense and third party 

notices. The Company's management estimates that the provision made in the financial 

statements is adequate. 
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NOTE 22:- LIENS, GUARANTEES, COMMITMENTS AND CLAIMS (Cont.)  

 

2. Additional claims have been filed against the Company in the ordinary course of business 

whose separate and aggregate amounts are immaterial to the Company. 

 

3. Various claims have been filed against the Company in its capacity as project manager 

for the Israel Lands Administration totaling approximately NIS 28.8 million. In the 

opinion of the Company's attorneys, in the event that the Company loses any of these 

claims, the amounts will be paid out of the project's fund and, therefore, the Company has 

no exposure in respect of these claims. 

 

4. During November 2007, a claim was filed against the Company's subsidiary in a total of 

approximately NIS 15.7 million alleging that the subsidiary owes sums for work 

performed by the plaintiff. According to the Company, all amounts due to the plaintiff 

were paid and even extra payments were made. The plaintiff was negligent in performing 

the work, did not meet deadlines and did not complete all the work to which it had 

committed, causing the Company to incur significant damage. The subsidiary filed a 

counterclaim. 

 

 The parties have filed a major evidentiary statement as well as expert opinions on their 

behalf. The case has yet to be scheduled for hearing. 

 

 A response to the counter-claim has yet to be filed. 

 

 The Company's management estimates that the provision made in the financial statements 

is adequate. 

 

5. During 2007 and 2008, three claims were tiled against an American resident company 

that was incorporated under the laws of the State of New York in which the Company's 

stake, indirectly, is 50% as part of its activity to sell luxury apartments and retail space in 

the Fifth Avenue in Manhattan, New York. The claims aggregate approximately NIS 37.7 

million. 

 

 Company management, based on the opinion of legal counsel, estimates that the 

provision made in the financial statements is adequate. 

 

 

NOTE 23:- BALANCES AND TRANSACTIONS WITH RELATED AND INTERESTED PARTIES  

 

a. Balances with related and interested parties: 

 
  December 31, 2009  December 31, 2008 

  Associates  

Jointly 

controlled 

entities  Associates  

Jointly 

controlled 

entities 

  NIS in thousands 

         

Other accounts receivable  17,717  -  10,327  15,816 

Mirland debentures  30,000  -  38,991  - 

Investments in investees (1) (2)  346,785  -  266,450  - 

Long-term debit balances (including current 

maturities)  -  121,985  -  36,046 

         

  394,502  121,985  315,768  51,862 
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NOTE 23:- BALANCES AND TRANSACTIONS WITH RELATED AND INTERESTED PARTIES (Cont.)  

 

)1(  The Company has extended loans to associates, amounting to NIS 347 million and 

NIS 266 million as of December 31, 2009 and 2008, respectively. 

 

)2(  In February 2009, the Company granted to an associate a guarantee amounting to US$ 28 

million. 

 

b. Transactions with related and interested parties: 

 

On March 26, 2009, the Company Board of Directors determined that the following transactions 

would be considered a negligible transaction with the controlling shareholder of the Company: 

 

1. The Company's transaction with a controlling shareholder, companies under a statute or 

companies in which the controlling shareholder has a personal interest therein to purchase 

services which are favorable to the Company and which are conducted in the ordinary 

course of business at arm's length and the annual expenses relating to the above 

transaction do not exceed the threshold of 1% of annual operating expenses (selling and 

marketing expenses and general and administrative expenses) of the Company in the 

annual consolidated financial statements of the Company in the year preceding the date of 

transaction, provided that total annual expenses from the purchase of services, as above, 

does not exceed the threshold of 3% of the annual operating expenses in the annual 

consolidated financial statements in the year preceding the date of transaction.  

 

2. The Company's transaction with a controlling shareholder, companies under a statute or 

companies in which the controlling shareholder has a personal interest therein to sell 

services which are favorable to the Company and which are conducted in the ordinary 

course of business at arm's length and the annual revenues relating to the above 

transaction do not exceed the threshold of 1% of annual revenues of the Company in the 

annual consolidated financial statements of the Company in the year preceding the date of 

transaction, provided that total annual revenues from the sale of services, as above, does 

not exceed the threshold of 3% of the annual revenues in the annual consolidated 

financial statements in the year preceding the date of transaction.  

 

3. The Company's transaction with a controlling shareholder, companies under a statute or 

companies in which the controlling shareholder has a personal interest therein to rent out 

properties which are favorable to the Company and which are conducted in the ordinary 

course of business at arm's length and the annual rental income of a single property does 

not exceed the threshold of 1% of annual revenues in the annual consolidated financial 

statements of the Company in the year preceding the date of transaction, provided that 

total annual revenues from the rent of properties, as above, does not exceed the threshold 

of 3% of the annual revenues in the annual consolidated financial statements in the year 

preceding the date of transaction. 

 

4. The Company's transaction with a controlling shareholder, companies under a statute or 

companies in which the controlling shareholder has a personal interest therein to purchase 

assets or receive services necessary to construct a project which are favorable to the 

Company and which are conducted in the ordinary course of business at arm's length and 

the cost of the assets or services to the Company does not exceed the threshold of 2% of 

total expected investment in that project (excluding the investment in the land), provided 

that total cost of products or services, as above, in a certain project does not exceed the 

threshold of 5% of the expected investment in that project.   
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NOTE 23:- BALANCES AND TRANSACTIONS WITH RELATED AND INTERESTED PARTIES (Cont.) 

 

5. The Company's transaction with a controlling shareholder or companies under a statute to 

purchase together services or products from a third party which are favorable to the 

Company and which are conducted in the ordinary course of business at arm's length and 

the Company's audit committee determined under the circumstances the costs and 

expenses of the transaction were distributed fairly and equally and the annual expenses 

relating to the above transaction do not exceed the threshold of 1% of annual operating 

expenses (selling and marketing expenses and general and administrative expenses) of the 

Company in the annual consolidated financial statements of the Company in the year 

preceding the date of transaction, provided that total annual expenses from the purchase 

of services, as above, does not exceed the threshold of 3% of the annual operating 

expenses in the annual consolidated financial statements in the year preceding the date of 

transaction. 

 

Also, an immaterial transaction will be any transaction between the Company and a controlling 

shareholder, companies under a statute or companies in which the controlling shareholder has a 

personal interest therein which are favorable to the Company and which are conducted in the 

ordinary course of business at arm's length and the expected revenues to the Company in a 

given year do not exceed the threshold of 0.5% of total revenues in the annual consolidated 

financial statements of the Company in the year preceding the date of transaction; or that the 

expected expenses to the Company do not exceed the threshold of 1% of annual operating 

expenses (selling and marketing expenses and general and administrative expenses) of the 

Company in the annual consolidated financial statements of the Company in the year preceding 

the date of transaction, as appropriate.  

 

The arm's length principle for transactions, as above, will be examined with reference to 

comparable transactions that the Company has made and with reference to comparable 

transactions made in the market. 

 

Below is summary information for transactions with related and interested parties: 

 
  Year ended December 31, 

  2009  2008  2007 

  

Associates  

Jointly 

controlled 
entities  

Other 

related 
parties  Associates  

Jointly 

controlled 
entities  

Other 

related 
parties  Associates 

 Jointly 

controlled 
entities  

Other 

related 
parties 

  NIS in thousands 

                   

Rental income  740  -  8,232  135  -  8,229  -  -  6,098 

                   
Management 

income 

 

52  291  1,412  37  227  1,440  -  105  956 

                   
Management 

expenses 

 

-  194  -  -  214  -  -  265  - 

                   
Financial 

income 

 

12,334  3,692  -  *)**)9,915  3,560  -  **)  2,519   6,457  - 

                   
Financial 

expenses 

 

-  -  -  -  -  -  -  503  - 

 

*)  See also Note 9d(6). 

**) See also Note 9f(1) and (2). 
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NOTE 23:- BALANCES AND TRANSACTIONS WITH RELATED AND INTERESTED PARTIES (Cont.)  

 

The Company (including subsidiaries) has leased in the ordinary course of business and in 

market prices spaces to companies in which Mr. Eliezer Fishman (the controlling shareholder in 

the Company through companies controlled by him and/or controlled by his family members) is 

an interested party. Said leased spaces cover about 12,891 m
2
 and 14,666 m

2
 as of December 31, 

2009 and 2008, respectively. Rent paid to the Company in 2009 and 2008 by these companies 

accounted for approximately 1.4% and 1.4%, respectively of total rental income earned by the 

Company in each of these years.  

 

For some of the properties leased to companies in which Mr. Eliezer Fishman has an interest, as 

above, the Company (including subsidiaries) provide also management services. In 2009 and 

2008, the Company provided management services, as above, for spaces covering about 10,839 

m
2
 and 10,766 m

2
, respectively. Management fee paid to the Company in 2009 and 2008 by these 

companies accounted for approximately 1.7% and 1.8%, respectively of total management fee 

revenues of the Company in each of these years. 

 

c. Management fees, salaries and benefits: 

 

  Year ended December 31, 

  2009  2008  2007 

  NIS in thousands 

       

Management fees to Board members  1,247  1,249  1,138 

       

Management fees to Chairman of the Board of 

Directors (including bonus)  8,220  7,972  13,889 

       

Salary and benefits to CEO  1,159  1,282  650 

       

Number of Board members  9  9  9 

 

d. On January 19, 2005, the Company's general meeting of shareholders approved payment of a 

fi xed annual bonus to the chairman of the Board at a rate of 4% of the operating income before 

depreciation expenses (total revenue less total operating expenses less depreciation and 

amortization - net operating income), earned from investments overseas plus 4% of income 

before tax earned from sale of assets overseas.  

 

In addition to the above, the general meeting approved updating of the fixed annual 

management fees payable to the chairman of the Board from NIS 1.3 million to NIS 2.5 million, 

as from 2005. The management fees will be raised each year by NIS 500 thousand up to a 

ceiling of NIS 4 million (which amounts to NIS 4.4 million as of December 31, 2009).  

 

This decision is in effect for a five-year term ended on December 31, 2009. 

 

On March 26, 2009, the chairman informed the Company's Board that considering the economic 

crisis and its impact on the Company's operating results, he decides to waive 40% of the annual 

grant for 2008 and 2009. 
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NOTE 23:- BALANCES AND TRANSACTIONS WITH RELATED AND INTERESTED PARTIES (Cont.)  

 

e. On April 28, 2004, the general meeting approved an agreement with Merhav MNP Ltd. 

("Merhav") for the acquisition of flight services overseas, for the purpose of participation in 

foreign travel of the controlling shareholder in his capacity as chairman of the Board. Merhav is 

a third party that is not related to Mr. Fishman. The agreement is in effect from April 28. 2004 

during five years, in accordance with the conditions stated in the agreement, for up to ten flights 

in each calendar year. Requests for approval of flights in excess often flights in a calendar year 

will be submitted to the audit committee and the Board (in this regard, a flight from and to Israel 

- including stopovers overseas - will be deemed one flight). In the event of a material change in 

the price of one flight hour over the market price (price for third parties as stated above), the 

agreement will be subject to the approval of the general meeting. 

 

On December 8, 2008, the general meeting approved to update the agreement with Merhav in 

all related to the amount of the payments to Merhav considering the material increase in the 

prices of flights compared to the prices set in the original agreement. Further, the general 

meeting approved to renew the agreement with Merhav for additional period of three years from 

the end of the original agreement (namely, starting April 28, 2009). 

 

f. On August 9, 2006, the Company's audit committee and Board approved that Mirland shall 

participate in travel expenses to Russia for conducting Mirland's business through a private 

airplane (indirectly) owned by the Company's chairman for up to ten flights a year.  The amount 

of the participation shall be set according to the prices approved by the Company's general 

meeting of April 28, 2004. The participation in these expenses by Mirland will replace the 

participation of the Company by virtue of the same decision in flights in whose expenses 

Mirland shall participate. Beyond that, there will be no changes in the Company's existing 

engagement in this regard.  

 

On January 31, 2007, the Company's audit committee and Board approved that Mondon shall 

participate in travel expenses for conducting its business through a private airplane (indirectly) 

owned by the Company's chairman to the extent that the number of flight hours for Mondon's 

business does not exceed the aggregate of 120 flight hours per one calendar year and the 

number of stay days does not exceed 50 in a calendar year. The above agreement is limited to a 

period of five years from the date of its approval by the general meeting, as above. 

 

On December 16, 2007, the Company's audit committee and Board approved that Svitland shall 

participate in travel expenses for conducting its business through a private airplane (indirectly) 

owned by the Company's chairman to the extent that the number of flight hours does not exceed 

the aggregate of 150 flight hours per one calendar year and the number of stay days does not 

exceed 40 in a calendar year. The above agreement is limited to a period of five years from the 

date of its approval by the general meeting, as above. 




